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Growth Potential and Intrinsic Value 

Introducing Our 2022e Price Target Of P$48.0 

GRUPO VASCONIA, S.A.B. 

September  20, 2021 | Initiating Coverage 

Initiating coverage with a P$50.0 Price Target and an Outperform 

rating. We maintain a high conviction on Grupo Vasconia, as our 

investment thesis is based on: i) a clear growth strategy focused on 

improving profitability, ii) solid industry fundamentals, iii) competitive 

advantages, vi) an attractive valuation, and v) a solid balance sheet and 

sound long-term FCF generation that will allow the company to distribute an 

attractive dividend, delivering value to shareholders. Thus, at current levels, 

we believe VASCONIA is one of the most attractive plays to invest in.   
  

Strong growth potential.  Strategic investments in order to modernize 

operations, increase production capacity, and attack those markets with 

attractive growth dynamics supports the profitability improvements and high 

growth expected for the following years. EBITDAô21 should double by 

2024, reaching P$$1.6 B.  
  

Solid industry fundamentals. Grupo Vasconiaôs industrial subsidiaryð

Almexaðshould continue to benefit from the solid aluminum demand, 

combined with the limited production in the US, which led to import around 

~47% of consumption, while favorable localization and T-MEC benefits 

positioned Vasconia as a natural exporter to that country. Meanwhile, Grupo 

Vasconiaôs consumer subsidiaryðVasconia Brandsðshould continue to 

benefit from its strong market share, diversified portfolio, changes in family 

dynamics due to the pandemic aftermath, and the expansion in the US and 

the Caribbean after the acquisition of EKCO brand.  

  

Competitive Advantages. Almexa is the largest manufacturer of flat 

aluminum in Mexico and Hispanic America, while Vasconia Brands is the 

leading company in the development, manufacture, and commercialization 

of table and kitchenware, under renowned brands, both with clear 

competitive advantages, including entry barriers, commercial benefits, 

localization to export to the US, and integrated chain supply, among others.  

  

Attractive valuation. Grupo Vasconia is trading at 4.0x EV/EBITDAô22 and 

1.3x P/BV, well below the blended average of its peers, and anticipating an 

ever more attractive valuation once Almexaôs Veracruz plant reaches full 

capacity.  

  

Solid balance sheet, with potential long-term FCF generation. Net debt 

to EBITDA ratio stood at 2.0x by 2Q21(including lease obligations and 

Lifetime Brands stake), while a sound FCF generation should lead to a net 

cash position by 2015. The latter should allow the company to deliver a 

consistent dividend payment.  
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Share Price vs. MEXBOL (IPC) 

VASCONI Outperform 

Local Ticker: VASCONI * 

Last Price: P$ 28.8 

Price Target 2022: P$ 48.0 

Expected Return: 66.7% 

Dividend Yield FY2022: 0.8% 

Total Return (FY2022): 67.4% 

  

Liquidity: Low 

Market Cap. (US$ M) 125.7 

Enterprise Value (US$ M): 200.2 

52-Week Price Range (P$): (24.5- 33.9) 

Free Float: 16.6% 
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VASCONI * MEXBOL (IPC)

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% 14.2% 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 Vasconiaôs Sales s by Segment  2020 

Grupo VASCONIA  

 
Grupo Vasconia is a Mexican industrial group with more than 100 years of 

experience, focused on serving households through its non-electrical minor 

consumer products division (Vasconia Brands) in cooking, preparation, 

tabletop and consumables categories. In addition, its industrial business unit 

(Almexa) is the largest flat-rolled aluminum manufacturer in Mexico and Latin 

America. The complementarity of its divisions provides them with unique 

efficiencies and competitive advantages, strengthening Grupo Vasconia's 

value pillars. 
  

Industrial Products Division: Headed by its business unit Almexa, it is 

dedicated to the manufacture and sale of flat rolled aluminum, used in several 

industries such as automotive, electrical, construction, pharmaceutical, 

household appliances, food, among others, being currently the main national 

manufacturer of flat aluminum and a recognized supplier, both in the national 

and international market. 

  

Consumer Products Division: Under its subsidiary Vasconia Brands, it is 

engaged in the manufacturing and marketing of semi-durable consumer 

household products, especially for the kitchen, with prestigious brands, 

consolidating its position in Mexico as one of the leading companies in the 

design, development, branding, manufacturing and marketing of kitchen and 

household products. 

 

Investment Thesis 
 

Key Investment Highlights 

 

i) Strong growth potential 

 

Strategic investments in order to modernize operations, increase production 

capacity and attack those markets with attractive growth dynamics supports 

the profitability improvements and high growth expected for the following 

years. 

  

Almexaôs 2020 installed capacity was 36,000 mt, producing practically at full 

capacity; hence, the company has implemented strategic investments to 

modernize the plants in Tulpetlac, Ecatepec, State of Mexico, and Cuautitlan 

Izcalli, State of Mexico, to reach an installed capacity of 50,000 mt.  

  

Additionally, a new plant in Veracruz, Veracruz, is under construction, to start 

operations in 1Q22, mainly to supply the US market. The Veracruz plant 

should reach a production capacity of ~90,000 MT which, combined with the 

uncovered bottlenecks in the State of Mexico, represents a production 

expansion of practically 3x. 

  

It is important to highlight that the Veracruz plant already has pre-orders from 

Novelis since day one of operations, for practically 1/3 of the new capacity, to 

produce hotbandsðhot rolled coilsðto supply other mills in the US.  

  

On the other hand, with the recent acquisition of EKCO Brands by Vasconia 

Brands in the US and the Caribbean markets last year, the company should 

support the market share penetration in the US market. This is added to the 

solid growth in the Mexican market, in which Vasconia Brands is the industry 

leader.  

  

That said, revenues and EBITDAô20 should be triplicated by 2024, 

reaching P$10.5 B in revenues and P$1.6 B in EBITDA.  

Source: VASCONIA 
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VASCONIA BRANDS

EBITDA  growth expected (2019-2024) 

Source: VASCONIA, Actinver 
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ii) Solid industry fundamentals 

 

Grupo Vasconiaôs industrial subsidiaryðAlmexaðshould continue to benefit 

from the solid aluminum demand, combined with the limited production in the 

US, which led to import around ~47% of consumption, while favorable 

localization and T-MEC benefits positioned Vasconia as a natural exporter to 

that country.   

  

Indeed, US production of aluminum sheet of common alloys is roughly 1.3 B 

short tons, while local demand stands at around 2.3 B short tons, imports 

being a must for the market. Additionally, antidumping measures were levied 

on China in 2018, supporting imports from other countries. Thus, at present, 

the US apply tariffs of around 10% on almost every country, up to 180% on 

products from China, and up to 49% on another 17 countries. 

  

In this context, and considering that the USMCA benefits Mexico regarding 

freedom from export duties and quotas to the US, Vasconia seems well 

positioned to substitute those imports from China.  

  

Additionally, the new trade agreement with the United States and Canada 

imposes the requirement that 70% of the aluminum used in the manufacture of 

automobiles must originate in Mexico, the United States, or Canada in order to 

qualify for the 0% preferential tariff treatment. With Mexico being the world's 

fourth largest auto producer, the window of opportunity for Almexa's growth is 

highly attractive.  

ii) Competitive advantages 

 

Almexa is the largest manufacturer of flat aluminum in Mexico and Hispanic 

America, while Vasconia Brands is the leading company in the development, 

manufacture, and commercialization of table and kitchen items, under 

renowned brands, both with clear competitive advantages, including entry 

barriers, commercial benefits, localization to export to the US, and integrated 

supply chain, among others. It is worth highlighting the following: 

 

Almexa 

 

¶ Industry with high entry barriers. High requirements in technology and 

investments in the industry. Moreover, a construction of a new plant could 

take between 12-18 months, which represents a limit for short-term 

demand.   

¶ Benefits derived from international agreements. According to the United 

States-Mexico-Canada Agreement (USMCA), Almexa has a competitive 

advantage for accessing the US market, which is difficult to be equaled and 

which grants unique privileges to Mexico. Almexa is free of tariffs or quotas 

on exports to the US, while automobiles should comply with the regional 

content regulations, which implies 70% of aluminum from the region.  

US market, Aluminum Sheet Non Heat Treatable Alloys, Miles Short Ton 

Source: US International Trade Commission  
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Uses of Flat Aluminum 

Concept 2018 2019 2019 Jan-Sep 2020 Jan-Sep

Apparent U.S. consumption 2,214 2,250  -  -

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% 47%  -  -

Capacity (short tons) 1,664 2,071 1,411 1,565

Capacity utilization 81% 62% 75% 58%

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

Automotive industry

Construction

Household goods

Beverage containers

Packaging of 

medicines and food 

products 

Foil for domestic and 

institutional use 

Uses of flat aluminum 

Source: VASCONIA 
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 The latter combines to its geographic location, which implies all kinds of                                  

 logistical facilities. 

¶ Lower cost structure. Mexico has high volumes of scrapðAlmexaôs main 

raw materialðwith attractive quality and cost. The alloys that Almexa 

manufactures are compatible with a scrap base, of which there is high 

availability in Mexico, and which offers an additional competitive advantage 

as the cost structure is lower.  

 

Vasconia Brands 

 

¶ Privileged market position in Mexico with an ambitious expansion  

plan in the US and Center America. 

 

 

 

¶ Synergies within the company's group. Vasconia Brands has Almexa, a 

strategic supplier with broad competitive advantages, keeping an integrated 

supply chain, which allows the company to face better market conditions 

than its peers. On the other hand, Almexa has in Vasconia Brands an 

important and trustworthy customer. It is important to point out that the 

customer-supplier relationship of both divisions is always carried out as an 

"arm's length" relationship; that is, with strict adherence to best practices in 

transfer pricing. 

¶ Alliances. Vasconia Brands has a strategic alliance with Lifetime Brands, a 

leading US household consumer products company. 

¶ Well-diversified portfolio in product and prices. Grupo Vasconia 

maintains a well-diversified portfolio with a wide range of brands and 

products that no home should be without. Vasconia and EKCO are the most 

recognized brands in the Mexican market (Top of Mind). 

Vasconia Brands Market Share 

Cooking

Preparation

Table

Consumables ALUMINUM FOIL 

FOIL TRAYS

OTHER PRODUCTS

TABLEWARE

CUTLERY

ACCESSORIES

THERMIC PRODUCTS 

UTENSILS 

AUXILIARY TOOLS

KNIVES

CHOPPING BOARDS 

PASTRY

PRESSURE COOKERS

BATTERIES

STEAM PANS

PROFESSIONAL

45%

25%*

8%*

N/A

---------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------

Source: VASCONIA 

Vasconiaôs Main Brands 

Source: VASCONIA 
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iv) Attractive valuation 

 

At current prices, Vasconia is trading at 4.0x EV/EBITDAô22, which represents 

a/an xxx% discount compared to the average weighted of its peers in each 

sector. It is important to highlight that EBITDAô22e considers only a 30% 

capacity utilization for the new plant in Veracruz; hence, as utilization rates 

come closer to full capacity, valuation should become even more attractive.  

Another way to see the appealing valuation is considering a Sum Of the Parts 

for 2021, in which net debt includes all CapEx for expansion plans, while not 

considering the cash flows from this operations. This means that, in our worst 

case scenario, Grupo Vasconia invests in its growth projects, but incremental 

capacity does not succeed.  

iv) Solid balance sheet, with potential long-term FCF generation 

 

Up to 2Q21, net debt to EBITDA ratio stood at 2.0x with no important short-

term maturity. Additionally, we anticipate a FCF conversion rate of xx%, once 

the Veracruz expansion concludes, which should lead to a net cash position by 

2025. The latter should allow the company to deliver a consistent dividend 

payment.  

 

Source: Actinver 

Sum Of the Parts (SOP) 2021e | Worst Case Scenario 

Source: Bloomberg, Actinver. 

VASCONIA Peers 

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 33.5

Current Price 28.8

Upside 16%
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Risks To Investment Thesis 

 
Evolution of the Covid-19 pandemic. New Covid-19 waves or outbreaks that 

could lead to new confinement measures and/or a setback in the reopening of 

the local economy and, consequently, a direct impact on the volumes and 

prices within the industrial sector. In this regard, we have developed an 

alternate scenario for Grupo Vasconia, in which we assume, precisely, a 

second wave of Covid-19 in Mexico during the fall-winter season (please refer 

to our Forecasts section in this report). Even in that scenario, the company 

would not face insolvency risk, according to our model.  

  

Equity market volatility. Equity market volatility amid a highly uncertain 

economic environment may prevent VASCONIAôs price from reaching its 

fundamental (intrinsic) value (i.e., our price target). This has been particularly 

evident in the ongoing local market conditions, where coronavirus-exposed 

names trade at significant discounts to their intrinsic (fundamental) values. 

  

Price increases and lack of certain production supplies. Grupo Vasconia 

acquires large quantities of aluminum and the prices of such raw materials are 

subject to fluctuations. Prices of raw materials and other materials may 

fluctuate due to conditions that are difficult to predict, including global 

competition for resources, exchange rate fluctuations, weather conditions 

(including the effects of climate change), consumption, industry or investment 

demand, changes in commerce, and government policies. 

 

Difficulty achieving cost savings targets and certain operating 

efficiencies. One of the company's business strategies depends partly on its 

ability to be a low-cost producer in highly competitive industries. It continually 

invests in its operations in order to improve production facilities and reduce 

operating costs. In this regard, it could face operational problems when making 

major changes in production, supply or logistics, and such changes, as well as 

its inability to achieve planned cost reductions and efficiencies, could have an 

adverse effect on its business, financial condition, results of operations, and 

prospects. 

  

Highly competitive industry. The industries in which Grupo Vasconia 

participates are highly competitive and an increase in the level of competition 

could affect its market share or force the company to reduce the prices of its 

products or increase promotional expenses, which could adversely affect its 

business. Competitive pressures may also restrict its ability to increase prices, 

including its ability to respond successfully to increases in raw materials and 

other costs. 

 

Changes in consumer preferences. Changes in preferences, together with a 

limited ability to anticipate, identify or react to such changes, could reduce 

demand for the issuer's products, which could affect the business. The 

introduction of new products or expansion of existing products requires an 

extensive research and development process, as well as marketing initiatives. 

If the new products developed by the company do not satisfy the preferences 

of customers, the return on that investment in the new product could be lower 

than expected. 

  

Significant or extended disruptions at the production facilities. Any 

significant or prolonged interruption in the production plants caused by repairs, 

maintenance, industrial accidents, machinery failures, human error, supervision 

by authorities, natural disasters or any other circumstance could adversely 

affect the operations. In particular, any interruption in the production plants 

could result in an impact on Vasconiaôs ability to comply with its contractual 

obligations to its customers.  

LME Aluminum Price (US$) 
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Stringent quality and safety regulations. Grupo Vasconia's operations in 

Mexico are subject to various laws, rules, regulations, official hygiene and 

quality standards, as well as to the supervision by various authorities, such as 

the Ministry of Economy in connection with the production, distribution, and 

advertising of its products. These laws and regulations can change, sometimes 

dramatically, as a result of a multiplicity of factors beyond the company's 

control, including political, economic, regulatory, or social events. 

  

Dependence on the experience and capacity of its management and its 

collaborators. Top management has extensive operational experience and 

industry knowledge. Vasconia depends on its management to define its 

strategy and manage its business and considers their involvement to be crucial 

to its success. Similarly, continued success depends in part on its ability to 

attract, hire, and retain talented and experienced professionals. The loss of its 

executives' services could negatively affect the business. 

  

Approval of the modifications proposed by the federal executive 

regarding outsourcing. The company's personnel is hired through authorized 

and regulated service providers, in accordance with the special legislation in 

force. With the recently approved initiative regarding outsourcing, the company 

may require modifications to its contracting scheme. That said, it is currently 

not possible to predict with certainty the magnitude of the impact that the 

approval of this reform initiative could have on the group in Mexico, its 

business, financial condition, or operating results. 

 

USMCA: Catalyst for VASCONIA 
  

In contrast to most countries in the world, the United States has not imposed 

countervailing duties on aluminum products produced by Grupo Vasconia in 

Mexico. Thus, the USMCA agreement represents an important advantage for 

Vasconia. Since, due to the agreement, Mexico and Canada are the only 

countries that are exempt from any tariffs on their exports that are imposed 

globally or generally on the rest of the countries. Also, Mexico enjoys 

preferential tariffs on its exports to the United States, so the opportunity to 

serve the US market is huge.  

  

Additionally, as we mentioned above, antidumping measures were levied on 

China in 2018, supporting imports from other countries. Thus, at present, the 

US apply tariffs of around 10% on almost every country, up to 180% on 

products from China, and up to 49% on other 17 countries.  

  

In addition, the flat aluminum content in automobiles is expected to continue to 

grow due to the need and increased requirements for more efficient vehicles 

and the replacement of steel parts. The new trade agreement with the United 

States and Canada, the USMCA, imposes the requirement that 70% of the 

aluminum used in the manufacture of automobiles must originate in Mexico, 

the United States, or Canada in order to qualify for the 0% preferential tariff 

treatment. With Mexico being the world's fourth largest auto producer, the 

window of opportunity for Almexa's growth is highly attractive. 

 

 

Vasconiaôs plant 

Source: Actinver. 

U.S., Mexico, and Canada Agreement (USMCA) 

Source: VASCONIA, Actinver 
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