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Corporacion Moctezuma, S.A.B de C.V.

CMOCTEZ *
80 BUY
75 Target Price 2021-1V: P$62.00
70 Close Price (30/10/2020): P$ 55.00
65 Dividend Est. (in PS) P$5.00
60 Total appreciation (with Dividends) 21.8%
55 Market cap. (million PS): 47,954
50 Max Trim P$55.00 P/U 12.0x
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Executive Summary

e Corporacion Moctezuma (ticker: CMOCTEZ) reported excellent results during the third quarter of 2020 due
to an annual growth in income and an annual expansion in the EBITDA margin, due to the discipline that the
company maintains in costs and expenses.

e Net sales totaled P$3,754.5 million, reporting an increase of + 18.2% YoY compared to the P$3,175.3 million
obtained in 2019-111.

e EBITDA had an annual increase of + 38.6% YoY and amounted to P$1,747.1 million, with an EBITDA margin
of 46.5% higher by +680 b.p. compared to the same period of the previous year.
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Analysis

Excellent Report: Corporacion Moctezuma (ticker: CMOCTEZ) reported excellent results during the third quarter of
2020 due to an annual growth in income and an annual expansion in the EBITDA margin, due to the discipline that
the company maintains in costs and expenses.

Growth in Revenues. Net sales totaled P$3,754.5 million, reporting an increase of + 18.2% YoY compared to the
PS$3,175.3 million obtained in 2019-I1l. During the third quarter of 2020, sales from cement were P$3,352.5 million,
which represented an increase of + 24% YoY compared to the same period of the previous year and the sales obtained
from concrete was P$402.00 million, which corresponds to a decrease of -14.8% YoY

Table 1. Quarterly results by business segment

Net sales % Representative of CAPEX
2020-111 (PSmillion) total revenues  (PS million) A% YoY
Cement S 3,352.50 24.0% 89% S 160.54 62%
Concrete S 402.00 -14.8% 11% S 19.89 17%
Corporative S - n.a 0% S - 0%
Total S 3,754.50 18.2% 100% S 180.43 46%

Source: Signum Research with company’s information

Gross profit. Gross profit in the third quarter was P$1,734.4 million, showing an increase of + 34.1% YoY. Cost of sales
represented 53.8% of consolidated net sales compared to 59.3% in the third quarter of 2019. With this, the gross
margin had an increase of +550 b.p. YoY, going from 40.7% to 46.2%.

Operating Profit and EBITDA. Operating expenses maintain a downward trend, with which the operating profit for
the third quarter of 2020 grew by + 45.1% YoY to reach P$1,593.14 million. The operating margin went from 34.6%
to 42.4%, which represents an increase of +780 b.p.

EBITDA had an annual increase of + 38.6% YoY and amounted to P$1,747.1 million, with an EBITDA margin of 46.5%
higher by +680 b.p. compared to the same period of the previous year.

Net profit. Consolidated net income ended at P$1,115.9 million in the third quarter of 2020, which implied an
increase of + 42.4% YoY.

Table 2. Operating results

2020-111 PSmillion A% YoY Margin A basis points YoY
S 1,734.40 34.1% 46.2% 550

$ 1,593.14 45.1% 42.4% 780
$ 1,115.90 42.4% 29.7% 500
$ 1,747.10 38.6% 46.5% 680

Source: Signum Research with company’s information
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Corporacién Moctezuma reflects an EBITDA margin higher than comparable companies in the sector. Additionally,
the company maintains stability in its high level of profitability, while CEMEX and GCC (Grupo Cementos de
Chihuahua) have greater volatility. In the third quarter of 2020, the EBITDA Margin of Corporacion Moctezuma was
46.5%, while that of CEMEX México was 34.1% and that of Grupo Cementos de Chihuahua (GCC) was 35.5%.

Graph 1. EBITDA margin vs. Main Peers

60% - - 25%

50% -
5 - 20%

40% -

M - 15%
30% - A /

= T \ A4 - 10%
20% - ——_— v
— /
- 0,
10% A 5%
0% T T T T T T T T T T T T T T T T T T T T T T T T T T 0%
g T £ 2 5 T £ 2 g I E2 1 7T =2 g T =24 T E2 5 I =
Q- ! [l [Ts) 1 1 [Te} [l 1 ~ I 1 o0 1 1 [e)) 1 I o [
S i i iEELiE5f95555882882¢¢8¢8¢
N R 8| N 2R N RN N R R N ] N N R 8 N R
Average differential (rigth axis) CMOCTEZ (left axis) CEMEX Mexico (left axis) e« GCC (left axis)

Source: Signum Research with company’s information

At the end of the third quarter of 2020, cash grew by + 62.7% YoY compared to the end of December 2019, reaching
PS$3,435 million. The company has an estimated dividend of P$5.00 per share, which implies a dividend yield of 9.09%

Table 3. Profitability Indicators

2020-111 Rate A Basis points YoY
ROE* 38.4% 460
ROA* 31.4% 290
ROIC** 45.8% 630

Source: Signum Research
*ROA y ROE are calculated with consolidated data and using 12M average on balance
**ROIC is calculated as EBITDA/Invested Capital
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Outlook for the rest of the year. After a drop-in economic activity in the second quarter of the year, the third
guarter of the year shows a sequential recovery as economic reactivation plans begin to be activated. We expect the
demand for cement and concrete to be more dynamic in line with this economic recovery, which will strengthen the
company's operating results. Based on these expectations, we sustain our buy recommendation with a target price
of P$62.00 towards the end of 2021-1V.

Analyst
Antonio Morales




SIGNUMe

SEARCH R~

Armando Rodriguez
CEO
armando.rodriguez@signumresearch.com

Cristina Morales
Senior Equity Research Analyst/Staples and Retail
cristina.morales@signumresearch.com

Alberto Carrillo
Senior Equity Research Analyst/Food and Beverages
alberto.carrillo@signumresearch.com

Carlos Garcia

Senior Equity Research Analyst/Mining Industry and
Infrastructure

carlos.garcia@signumresearch.com

Daniel Espejel
Jr. Equity Research Analyst/ Housing
daniel.espejel@signumresearch.com

Alain Jaimes
Jr. Equity Research Analyst/ Industrials
alain.jaimes@signumresearch.com

Directory

David Cardona
Jr. Equity Research Analyst/ Food and Beverages
david.cardona@signumresearch.com

Manuel Zegbe
Jr. Equity Research Analyst/ Financial Groups
manuel.zegbe@signumresearch.com

Sofia Rivera
sofia.rivera@signumresearch.com

Donald Adams
donald.adams@signumresearch.com

Antonio Morales
antonio.morales@signumresearch.com

Mathieu Dominguez
Graphic Design

Adolfo Margain
adolfo.margain@signumresearch.com




& 6237-0861
6237-0862 Directory

S 2 - 30/10/20
1 2 [3EE

REPORT'S KEY

(1) Approach S = Sectorial
E = Economic
Rf = Fixed Income
Nt = Technical Note

M = Market
Em= Company
Fb= REITS
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Este documento y la informacion, opiniones, prondsticos y recomendaciones expresadas en él, fueron preparados por Signum Research como una referencia para sus clientes y en ningin
momento debera interpretarse como una oferta, invitacion o peticion de compra, venta o suscripcidn de ningun titulo o instrumento ni a tomar o abandonar inversion alguna. La

informacion contenida en este documento esta sujeta a cambios sin notificacion previa. Signum Research no asume la responsabilidad de notificar sobre dichos cambios o cualquier otro
tipo de actualizacion del contenido.

Los contenidos de este reporte estan basados en informacion publica, disponible a los participantes de los mercados financieros, que se ha obtenido de fuentes que se consideran
fidedignas pero sin garantia alguna, ni expresan de manera explicita o implicita su exactitud o integridad.

Signum Research no acepta responsabilidad por ningun tipo de pérdidas, directas o indirectas, que pudieran generarse por el uso de la informacidn contenida en el presente documento.

Los documentos referidos, asi como todo el contenido de www.signumresearch.com no podran ser reproducidos parcial o totalmente sin la autorizacion explicita de Signum Research
S.A.deC.V.




