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its strong market shar e, diversified portfolio, ch
dynamics due to the pandemic aftermath,140'and the expansio in thi
the Caribbean after the acquisition of 1¥KCO brand.
120 -
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aluminum in Mexico and Hispanic Ameri?a, whild el \Mascopy Brands
|l eading company in the development, m§W%"F"a'_'c"i'“rj'r"E",“““a'n“d'““'(:“O“mmE rci al
of tabl e and kitchenwar e, under rent%vyon.ed brands; pot h wi t h
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70 . .
AttractiveGvapoavVasaonia is traReng at 2™ x EvPEBI TDAM™
1.3x P/ BV, well below the blended average o1"fNs e dMPROLIPYE nd ant |
ever more attractive® v&kuvatraom phaaet Armarxaes T uili
capacity.
Solid balance sheet ;t ewimt H Cpgo tgeNeetr adtei Hotann g
to EBITDA ratio stood at 2.0x by 2Q21(including | ease obligat.
Lifetime Brands stake), while a sound FCF generation should | ea
cash position by 2015. The | atter should allow the company to

consistent dividend payment.

Estimates and Valuation 2019 2020 2021E 2022E 2023E
Revenues (P$M) 3,074 3,331 4,258 6,426 8,050
EBITDA (P$M) 406 455 601 914 1,174
EBITDA Margin (%) 13.2% 13.7% 14.1% 142% 14.6%
Net Income (P$M) 24 100 143 327 487
Net Margin (%) 0.8% 3.0% 3.4% 5.1% 6.0%
EPS (P$M) 0.3x 1.1x 1.5x 3.4x 5.0x
P/E (x) 102.6x 25.1x 17.5x 7.6x 5.1x
EV/EBITDA (x) 9.6x 7.6x 6.6x 4.1x 2.9x
P/B (x) 1.5x 1.4x 1.3x 1.2x 1.0x
ND/EBITDA (x) 3.5x 2.1x 2.0x 1.0x 0.5x
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Grupo VASCONI A

VascamiRl ant

Grupo Vasconia is a Mexican industri ag
experience, focused on serviedngchousahis 2
consumer product s di vision (Vasconi a
tabletop and consumables categories.
(Al mexa) is aAbélkbdragésmi hbemt manuf act ug
Ameri ca. The complementarity of its
efficiencies and competitive advant a
value pillars.
I ndustrial ProduBHéadedd vbgi an s busi ne:
dedicated to the manufacture and sale
industries such as automotive, el ec
household appliances, food, among oth
manufacturer of flat aluminum and a r
and international market.
Consumer ProducWrmdeDi viitss osubsi diary Vasconia Brands, it i s
engaged in the manufactur idrug abhd man&kemeng of s e mi
househol d product s, especially for t he kitchen, wi t h prestigi
consolidating its position in Mexico as one of the |l eading com
design, devel opment , branding, manufacturing and marketing of k
househol d pI’OdUCtS. Grupo VasBcBalas s by Segment 2020
I nvest ment Thesi s
Key I nvestment Highlights
i $trong growth potenti al o ALMEXA
Strategic investments in order to mod mVASCONABRANIC I e @ S
capacity and attack those markets wit y nami
t he profitability i mprovements and hi or t |
year s.

ctical

Al me&sx a2020 installed capacity was 36, (
capacity; hence, the <company has i mp _ 1vest |
modernize the plants in Tulpetlac, Ecdtépec VAPt of Mexico, a

lzcal l i, State of Me xi co, to reach an installed capacity of 50,0
Addi tionally, a new plant in Veracruz, Veracruz, is under const.
operations in 1Q22, mainly to supply the US market The Verac
should reach a production capacity ofEB+I0DA 0 0r0owMT ex@deic)c dhd, ( TooLmbi ne
uncovered bottl enecks in t he State o;o% mEATE AT (e a p
expansion of practically 3x.
52.0%

It is important to highlight tohradte rtsh ef oo y ha
Novelis since day one of operations, f40% t he
produce Bbbbandbdlteod scugipllsy ot her mil | s o 34.2%

300% : 28.4%
On the other hand, with the recent ac nds b
Brands in the US and the Caribbean ma = = comp e
support the market share penetration i ) 5 i s
solid growth in the Mexican market, irm% i s is
|l eader . l

0%
That sai d, revenwes8 haondd EBeETDA I plica 2019A  2020A  2021E  2022E  2023E  2024E

reaching P$10.5 B in revenues and P$1.s6urBei N'VAEBINTRA.Actinver

4
actinverresearch.


http://www.actinverresearch.com

Equi
ety Actinver

ii) Solid industry fundamentals
Grupo V@sciomdLastriaaAlmeﬁmdsd)diaryontinueusilumpi?éltniioufi aluminum (Thousa
from the solid aluminum demand, combi~~"- ko bk B i b~ d s gdu
us, whi ch | ed t o i mport around ~47 % 6,200 2 f a
l ocal i zatMEECn bemefTts positioned Vasco 5,410 >0 o ter
that country.

y 416042904560
I ndeed, US production of aluminum s he 370370 u
short tons, while local demand stand 3,200 C
being a must for the market. Addi ti Jres
on China in 2018, supporting imports Thus
the US apply tariffs of around 10%
products from China, and up to 49% on
I'n this cont ext, and considering that o o o < o © ~ o o o 2Xic
freedom from export duti es and quota§ & & &8 &8 & &8 & & g see
positioned to substitute those imports 11 vum v na.

Source: us Census Bur eau

Addi tionally, the new trade agreement with the Unitea OStates a
i mposes the requirement that 70% of the aluminum used in the man
automobiles must originate in Mexico, the United States, or Cana
qualify for the 0% preferenti al tariff treatment. With Mexico b
fourth | argest auto producer, the window of opportunity for Al m
highly attractive.
US mar ket , Al umi num Sheet Non Heat Treat abUsesAlof ofylsat M| drrisnuShort Ton

U.S. MarketCommon Alloy Aluminum Sheet Miles Short-Term

Concept 2018 2019 2019 Jan-Sep 2020 Jan-Sep

Apparent U.S. .consumption 2,214 2,250 - - Automotive industry
Actual Production 1,356 1,292 1,053 912

Local Market 1,227 1,203 1,005 907

Export 87 74 56 39

Import 987 1,047 - -

% Imports 45% A47% - -

Capacity (short tons) 1,664 2,071 1,411 1,565 Construction
Capacity utilization 81% 62% 75% 58%

Source: US I nternational Trade Commi ssi on

ii) Competitive advantages
Household goods

Al mexa is the | argest manufacturer of flat al umi

Amer i ca, while Vasconia Brands is the | eading compoan

manufactur e, and commercialization of tabl e and B2z

renowned brands, both with clear competitive advg

barriers, commerci al benefits, | ocal i z aBewrageBontalne® € X [)

supply chain, among others. 1t is worth highlighti

Al me x a

T I'ndustry with hi.ghHiegnh rrye cpouwirrre neermst s p]e;?nl;agmg oQdolog \\,@ oty
investments in the industry. Moreover, gfodugsonstru‘“.%‘@\ :/‘3‘ a new
take betw8em€mobh?®hs, whi ch repr etsernm s a | imit ”X&Ju‘(}f

demand.

T Benefits derived from i Ateondtngnab abeeb&mened. “

St atMex i-GCaonada Agr eement (USMCA) , Al mepsildr dofedtiSand @ € “\"
advantage for accessing the US mar ket , insttdiohacude i s to b
whi ch grants unique privileges to Mexico. Al mexa of ta
on exports to the US, whil e automobiles should comply with th
content regulations, which implies 706%rcf: aVIAG@EANAMEG M from the 1 e
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The |l atter combines to its geographic |l ocation, which i mplies
|l ogistical facilities

f Lower cost. sMexictare@as higbhAlvodpuameasi nof scr ap

raw madtweirtihalattracti ve gual ity and cost. The all oys that Al m
manufactures are compatible with a scrap base, of which ther e
availability in Mexico, and which offers an additional competif
as the cost structure is | ower.

Vasconia Brands

TPrivileged mar ket position in Mexi co with an ambitious expan:
plan in the US and Center America.

Vasconia Brands Mar ket Share

/
PRESSURE COOKERS i i -
. o
Cookin BATTERIES @ e ?ﬁ&ﬁ
9 STEAM PANS — é@: o
PROFESSIONAL m S Vi
=
) UTENSILS i i i s
: y AUXILIARY TOOLS o
Preparation KNIVES 1 l
CHOPPING BOARDS
PASTRY U

TABLEWARE

Table | CUTLERY
/ ACCESSORIES

THERMIC PRODUCTS

ALUMINUM FOIL
Consumables By, FOIL TRAYS

OTHER PRODUCTS

T Synergies within th&asompaayBsagdeupas Al mexa, a

strategic supplier with broad competitive advantages, keeping ¢
supply <c¢chain, which all ows the company to face better mar ket

than its peers. On the other hand, Al mexa has in Vasconia Br
i mportant and trustworthy customer. It is important to point

cust esnueprpl i er rel ationship of both divisions is always carried
"arm''s |l ength" relationship; t hat i s, with strict adherence to
transfer pricing.

TAl'li aNaesesonia Brands has a strategic alliance with Lifetime Br:
|l eading US household consumer products company.

T Weldli versi fied portfolio iGr upoodwacstc o and prices.

mai nt ai ngli merweilfli ed portfolio with a wide range of brands an
products that no home should be without. Vasconia and EKCO are
recognized brands in the Mexican market (Top of Mind).

VascomiMain Brands

PRESTO

EKCO FARBERE TE STty vscons  Pfaltzgraff

971 1D o5
KitchenAid (1) AllLlor

@ Deleits

Sour ce: VASCONI A

SRR MIKASA. m VASCONIiA
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iv) Attractive valuation

At current prices, Vasconi6t2whs cthr acdipmgesant4. Ox EV/ EBI TDA

alan ®dks®ount compared to the average weighted of its peers in
sector. It i s importamt22tmonhsiiglhelrisghdnltyhaa FEB% TDA

capacity wutilization for the new plant in Veracruz,; hence, as
come closer to full capacity, valwuation should become even mor e

VASCONI A Peers

Enterprise Value / L™ Price /
Company Market Enterpeise
2020  2021E  2022E LT™M 2020 2021E  2022E  EBITDA LM 2021E  LTM 2020 2021E  2022E
Country C"m‘;ss Va'”;M()US$ Sales  Sales  Sales EBITDA EBITDA EBITDA EBITDA Margin @ PU  222°PY "By Book Book Book  Book
TIER I: [Houseware Retail]
Lifetime Brands Inc USA 356 684 0.9x 0.8x 0.8x 6.7x 10.2x 6.8x B.4x 12.4% 12.3x 12.8x 11.1x 1.4x 1.3x 1.3% 1.1x
Newell Brands Inc USA 12,300 17,593 1.9x 1.7x 1.7x 12 1x na M.7x M Ax 12.9% 16.5x  16.8x 15.3x 2.3x 3.0x 3.1x 29x
Tupperware Brands Corp USA 1,372 1,991 1.2x 1.1x 1.0x 4.7x 7.4x 5.3x 4.9x 19.8% 7.2x 9.0x 8.0x n.a na na n.a
Container Store Group Inc USA 682 1,191 1.3x 1.2x 1.2x 8.4x 47x 6.4x B6.7x 21.4% 181x  12.4x 16.3x 0.6x 2.1x 2.0x 1.9x
Befterware de Mexico Mexico 1,664 1,664 8.9x 3.0x 2.4x na 10.9x 9.7x 7.9% 18.8% 38.8x 15.0x 12.5% na na na na
Grupo Industrial Saltillo Mexico 452 649 1.0x 0.7x 0.7x 5.9x 6.5x 5.1x 4.6x 13.8% n.a. 9.8x 9.1x 0.8x 1.0x 0.9x 0.8x
Average 7.6x 7.9x 77 5x S.Qxl 16.5% 18.6x 12.6x 12.1x 1.3x 1.8x 1.8x 1.7x
Median 6.7x 7.4x 66x_ __ 6.5x, 16.3% 16.5x  12.6x 11.8x 14x  1.7x 1.7x 1.5x
High 12.1x 10.9x 11.7x 1M1.1x  21.4% 38.8x 16.8x  16.3x  2.3x  3.0x  3.1x 2.9
Low 4.7x 4.7x 5.1x 4.6x 12.4% 7.2x 9.0x 8.0x 0.6x 1.0x 0.9x 0.8x
TIER II: [Aluminium]
Alcoa Corp USA 7,301 9,475 1.0x 0.9x 0.9x 7.3x 6.6x 3.8x 3.9x 11.9% n.a. 9.5x 10.4x 1.3x 2.1x 1.9x 1.6x
Kaiser Aluminum Corp USA 2,036 2,799 2.4x 1.5x 1.4x 255x 11.9x 17.0x 13.3x 7.3% 737x  222x 18.9x 2.1x 3.0x 2.6x 2.5x
Arconic Corp USA 3,946 4,931 0.9x 0.7x 0.6x 14.1x 11.8x 6.7x 5.6x 0.7% 258x 108  124x | 23x na 2.5x 2.0x
Average 15.6x 10.1x T92x 7.6x| 6.7% 49.8x 14.2x 13.9x 1.9x 25 2.3x 21x
Median 14.1x 1sx | 67x 5.6x, 7.3% 498x  10.8x  124x  21x 25 2.5x 2.0x
High 25.5x 11.9x 17.0x 13.3x  11.9% 73.7x  22.2x  18.9x  2.3x  3.0x  2.6x 2.5%
Low 7.3x 6.6x 3.8x 3.9x 0.7% 25.8x 9.5x 10.4x 1.3x 21x 1.9x 1.6x
Source: Bl oomber g, Actinver.
Anot her way to see the appealing valwuation is considering a Sum
for 2021, in which net debt includes all/l CapEx for expansion pl
considering the cash flows from this operations. This means t hat
case scenari o, Grupo Vasconia invests in its growth projects, b
capacity does not succeed.
Sum Of the Parts (SOP) 2021e | Worst Case Scenario
EBITDA Implicit Enterprise Net Debt Equity Stake Value to
2021E EV/EBITDA Value 2021E Value VASCONIA
Industrial 253 6.0x 1,516 n.a. 1,516 100% 1,516
Consumer 346 8.0x 2,765 n.a. 2,765 100% 2,765
Otros 3 5.0x 15 n.a. 15 100% 15
VASCONIA 601 7.1 4,296 4,296 100% 4,296
-Net Debt 1,210
+ Lifetime Brands Stake 148
Theoretical Value 3,234
Total Shares 97
Theoretical Price Target [ass
Current Price 28.8
Upside 16%

Source: Actinver

iv) Solid balance sheteetr,m wHQGFh gpeonteernattiiaoln | ong

Up to 2Q21, net debt to EBITDA ratdio stood at 2.0x with no i mp:¢
term maturity. Addi tional |l vy, we anticipate a FCF conversion rat
the Veracruz expansion concludes, which should |l ead to a net cas
2025 The |l atter should allow the company to deliver a consi st
payment
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Risks To Investment Thesis
Evolution o9t pband@¥ani dCAWi d€vaves or outbreaks that
could lead to new confinement measures-MandrB"YE PdbGeh AUSE)in the |
the | ocal economy and, consequently, g L, & VO
prices within the industrial sector. _ | ave
alternate scenario for Grupo Vasconi ! pr
second waved9ofi nCoeixd co-wd wrtiemrg steraes ofna |l 2%
to our Forecasts section in this rep 220 nar i
wouhdt face insolvency risk, accordi n: 200
1,850
Equity marketEquwiol mt imair tkye t volatility ;g ain
economic environment mé&y pprria:\eenftro\r’nAS1450
fundament al (intrinsic) value (i .e., ' 1,460 s ha
evident in the ongoing local maxkese “, v ocer i oowoosccsoo NAvI
names trade at significant discounts St 53238288925 c25g dame
S, z<onouL2as0=3nmz<og
Price increases and | ack of GceptoaiVmspgiomddect Blooh meu ppl i es.
acquires | arge quantities of aluminum and the prices of such rav
subject to fluctuations. Prices of raw materials and other me
fluctuate due t o conditions t hat ar e di fficuldt to predict, i
competition for resources, exchange rate fluctuati ons, weat her
(including the effects of <c¢limate change), consumption, i ndustr:
demand, changes in commerce, and government policies.
Difficulty achieving cost savings targets and certain oper e
effici ©Onmei ®e§. t he company's business strategies depends partly o
ability tcoshe paodower in highly competitive industries. I't cont
invests in its operations in order to improve production facil.]
operating costs In this regard, it could face operational probl
maj or changes in production, supply or logistics, and such chang
its inability to achieve planned cost ieduciions and eiiicienci
adverse effect on its business, finané’or"‘saclomcaoﬁrdai”tdFon, results of
prospects. % Of Sells by Segment
Hi ghly competi tTihvee ii mddwssttrriyes in whi
participates are highly competitive a l eve
could affect its market share or forc e th
products or increase promotional expe m Modern Channel * I S e |
business Competitive pressures may a Traditional Channé Y T C
including its ability to respond succ ¥ E-Commerce in r
other costs. m Export
Changiens consumer pGheafnegreesn ciens .pr ef er enc
I i miatbed ity to anticipate, identify o 'S, C
demand for t he i ssuer's product s, w -’ busi
introduction of new products or expansion of existing products
extensive research and development progL€ssS. PScWME ! as marketi ng
I f the new products developed by the company do not satisfy the
of customer s, the return on that invest ment in the new product
than expected.
Significant or extended di srupti dmy at t he production facilit
significant or prolonged interruption in the production plants c
mai ntenance, industrial accidents, machinery failures, human err
by authorities, natur al di sasters or any other circumstance <co
af fect the operations. In particul ar, any interruption in the
could result in al iarhpddttyon oVawanprdiya with its contractual
obligations to its customer s.
8
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Stringent qual ity aner upadf eVas croengiua'ast | @M keditai WA S I N

Mexi co are subject to various | aws, U5 —egut—ati-ons ot fici
guality standards, as wel |l as to the supervision by various aut:t
the Ministry of Economy in connection with the producti on, di s
advertising of its products. These | aws and regulations can chan
dramatically, as a result of a multiplicity of factors beyond
control, including political, economi ¢, regul atory, or soci al ev
Dependence on the experi emarea gaennde ncta paancd tiyt so f its
coll aboMapmmsa.gement has extensive operational experience and
industry knowl edge. Vasconia depends on its management t o def
strategy and manage its business and considers their involvement
to its success. Similarly, continued success depends in part or
attract, hire, and retain talented and experienced professionals
executives' services could negatively affect the business.
Approval of t he modi fications proposed by t he feder al execut
regarding outhsowrompragqi.y' s personnel i sshirced vhdgoaug h acuthheori zed
and regulated service providers, in accordance wiihn ithe special
force. Wi.th the.rgcent.ly apprqved i”itd,é,i,i_ eexi'cg,gda'n‘icléﬁa Uau.gsr%le'jljrqecnit
may require modifications to its contracting scheme That sai d,
not possible to predict with certainty the magnitude of t he in
approval of this reform initiative could have on the group ir
business, financial condition, or operating results.
USMCA: Catalyst for VASCONI A
I n contrast to most countries in the worl d, the United States h
countervailing duties on aluminum products produced by Grupo Va
Me xi co. Thus, the USMCA agreement represents an important advan
Vasconi a. Since, due to the agreement, Me xi co and Canada are t
countries that are exempt from any tariffs on their exports th
globally or generally on t he rest of t he countries. Al s o, Me
preferenti al tariffs on its exports to the United States, so t
serve the US market is huge.
Addi tionally, as we mentioned above, anti dumping measures were
China in 2018, supporting imports from other countries. Thus, a
Uus apply tariffs of around 10% on al most every country, up to
products from China, and up to 49% on other 17 countries.
I'n addition, the flat aluminum content in automobiles is expecte
grow due to the need and increased requirements for more effici
and the replacement of steel parts. The new trade agreement wit
States and Canada, the USMCA, i mposes the requirement that 70 %
aluminum used in the manufacture of automobiles must originate
the United States, or Canada in order to qualify for the 0% pr.
treat ment . With Mexico being the world's fourth | argest auto p
window of opportunity for Almexa's growth is highly attractive.

Source: Actinver.
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