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 Allocation Mexico 

Suggested Portfolio – November/10 

 

LONG/OVERWEIGHT 

Stock Ticker 

Traded 

Vol.* 

Weight 

% 

America Movil AMXL 12.5  25 

Femsa FEMSAUBD 1,172.1  5 

GenomaLab LABB 36.2  10 

Geo GEOB 260.8  5 

GMexico GMEXICOB 110.7  20 

Mexchem MEXCHEM* 91.3  10 

Peñoles PE&OLES 499.3  10 

Walmex WALMEXV 81.4  15 

Total -  100 
Source: Banif - Ixe Securities Research 

* Average daily trading volume (P$ mn) in the past 90 days 
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Mexican growth motors continue to balance out 
Since last month, we have experienced a re-balancing of growth drivers, 

with improvement of local demand and a slow-down in exports, the main 

growth motor. Exports have reduced their YoY growth rate from the 

nearly 50% of the beginning of the year, although it remained at a high 

21% in September. We expect this deceleration to continue until 2011.  

During October, we renewed our good expectations for growth of the 

Mexican economy with the release of statistics for September: a) Internal 

retail sales increased 4% YoY; b) consumer confidence grew 12% YoY; c) 

780k new jobs created in the first nine months. Concerning job creation, 

this level was a record high for the same period and mainly due to the 

export industry. We maintain our expectation for the creation of 650k 

new jobs in 2010 (seasonally, there is job reduction at year-end) and 530k 

in 2011. 

Despite these changes in export and local demand, we maintain our 

expectation of a 4.4% GDP growth for 2010 (while market consensus 

remain at 5%) and 3.7% for 2011. For our 2011 forecast, local demand 

still has to catch up, as we predict a further decline in exports. 

For our November portfolio, we have added Femsa and increased the 

weight of Grupo Mexico from 15 to 20%. We have reduced the weight of 

Mexchem from 15 to 10% and withdrawn Soriana. 

Mexican tidbits 
Inflation remains under control, although the first data collected for 

October, indicating a 0.5% increase, was slightly above our and market 

expectations. We continue expecting 4.5% for 2010, with the belief that 

interest rates increase no earlier than October 2011, although the growth 

of inflation in the recent past may allow postponement to the beginning 

of 2012. 

The Mexican Peso reduced its volatility in October, appreciating from the 

12.6 P$/US$ at the beginning of the month. Our forecast is currently at 

12.4 for the end of 2010 and 12.2 for the end of 2011. 

 

Economy Continues Slowly to Our Targets 
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“LONG”/Overweight – Suggested Portfolio  
 

Company 

 

Ticker 

Current  

Price 

 52 – week 

High        Low 

Performance 

YTD       12M 

America Movil AMXL 35.40 36.1 27.3 15.6% 21.4% 

 Catalyst: AMX has begun its integration of its fixed and 

mobile companies. Management plans to use future 

capital expenditure to reduce costs by combining 

networks. We believe data transmission revenues will 

continue growing aggressively, with more subscribers 

migrating from basic phones (voice) to smart phones. The 

company is transforming its debt structure, prepaying all 

of its debt maturing through to 2013. After this, 

expectations are for AMX’s debt duration to be 9.4 years. 

 

 

Company 

 

Ticker 

Current  

Price 

 52 – week 

High        Low 

Performance 

YTD       12M 

FEMSA FEMSAUBD 67.98 70.0 52.7 8.5% 17.0% 

 Catalyst: The company should report the best 3Q10 

results in the sector, despite weak global consumption. In 

addition, in the medium-term, it expects to grow via 

acquisitions and mergers, particularly through the KOF 

beverage business, mainly in Latin America, and an 

aggressive "Oxxo" store-opening plan. We have a Buy 

recommendation for the stock and a YE11 target price of 

P$77.00. 

 

 

Company 

 

Ticker 

Current  

Price 

 52 – week 

High        Low 

Performance 

YTD       12M 

GenomaLab LABB 26.8 28.5 10.9 86.4% 138.7% 

 Catalyst: The company outlook remains very positive, as 

recent brand acquisitions will add substantial growth over 

the next quarters. Additionally, the brands acquired last 

July will reflect in results ahead. The company ended its 

agreements with big retailers in the USA for the 

distribution of Personal Care Products sold through its 

association with Televisa. In Brazil, the company will sell 

four additional brands. Due to all the recent initiatives 

implemented by Genomma, expectations are for the OTC 

brand “Primer Nivel Por tu Salud” to improve results in 

the near future. 

 

 

Company 

 

Ticker 

Current  

Price 

 52 – week 

High        Low 

Performance 

YTD       12M 

Geo GEOB 39.19 44.6 30.7 12.8% 8.3% 

 Catalyst: The company posted strong 3Q10 results, with a 

6.6% YoY increase in sales and 8.4% growth in EBITDA. 

We are confident that the company will reach its yearly 

Sales growth guidance of between 8 and 11% and EBITDA 

margin between 21 and 23%. The company will work to 

maintain its leadership in the low-income segment, with 

Infonavit and Fovissste as the main financing facilitators 

for the housing segment. In addition, during 3Q10 the 

company started operations in the states of Hidalgo and 

Chiapas, resulting in geographic expansion to 18 states 

Mexican states. 
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“LONG”/Overweight – Suggested Portfolio 
 

Company 

 

Ticker 

Current  

Price 

 52 – week 

High        Low 

Performance 

YTD       12M 

GMexico GMEXICOB 40.61 42.0 25.1 36.6% 52.5% 

 Catalyst: We have positive expectations for 2010 results, 

with YoY growths of 18.9 and 19.5% in Sales and EBITDA, 

respectively. These increases are consequent of a higher 

copper Sales Volume (18.1% YoY) due to the re-start of 

Cananea’s operations, which account for approx 25.5% of 

current copper Sales Volume. Our YE11 TP of P$55.00 

implies an upside potential of 33%. 

 

 

Company 

 

Ticker 

Current  

Price 

 52 – week 

High        Low 

Performance 

YTD       12M 

Mexchem MEXCHEM* 39.06 39.6 21.0 57.4% 83.7% 

 Catalyst: Mexchem keeps posting strong numbers. A 

further positive is the possibility of an imminent 

announcement of a pending acquisition. Our guess is that 

the company is trying to integrate the Brazilian market a 

little. The rally commodities are currently observing ought 

to benefit the company. Additionally, Mexchem is less 

sensitive to the increase in the price of crude oil, as it 

uses gas to obtain the Ethylene needed to make PVC.  

 

 

Company 

 

Ticker 

Current  

Price 

 52 - week 

High        Low 

Performance 

YTD       12M 

Peñoles PE&OLES 349.87 394.9 225.2 28.1% 47.3% 

 Catalyst: We view 2010 results positively, as we forecast 

YoY growths of 12.6% and 13.4% in Sales and EBITDA, 

respectively. These increases are a consequence of higher 

Sales Volumes (10.9% on average) and better prices 

(13.7% on average) for both gold and silver. Additionally 

the company’s unusually high cash level (P$12.5 bn) 

suggests the company could declare a higher dividend. 

Assuming only 30% would be distributed, dividends 

would be approx P$9.45 per share, a 2.5% yield. Our YE11 

TP of P$435.00 implies a 17% upside potential. 

 

 

Company 

 

Ticker 

Current  

Price 

 52 – week 

High        Low 

Performance 

YTD       12M 

Walmex WALMEXV 33.78 34.1 22.8 16.4% 48.3% 

 Catalyst: As the biggest retailer in Mexico and Central 

America, Walmex is more likely than others are to benefit 

from the additional Sunday in October, thereby posting a 

very good SSS growth for this month. The performance 

from stores formatted to focus on the high and middle 

classes have started to show some improvement, which 

could increase average ticket.  
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Source: Economática  

 
 

Weighted performance in October 10 
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Source: Economática, weighted performance of the stocks from the 

recommended portfolio  
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2009 Banif-Ixe IPyC Banif-Ixe - IPyC 

Feb-09 -8.7% -9.3% 0.5% 

Mar-09 4.3% 10.6% -6.3% 

Apr-09 13.4% 11.6% 1.9% 

May-09 15.6% 11.1% 4.5% 

Jun-09 3.6% 0.2% 3.4% 

Jul-09 11.6% 11.0% 0.7% 

Aug-09 6.6% 4.0% 2.6% 

Sep-09 8.7% 3.9% 4.8% 

Oct-09 0.2% -2.0% 2.3% 

Nov-09 -1.7% -2.0% 0.3% 

Dec-09 0.8% 3.8% -3.0% 

2010 Banif-Ixe IPyC Banif-Ixe - IPyC 
Jan-10 -4.9% -5.4% 0.5% 

Feb-10 3.9% 4.1% -0.2% 

Mar-10 4.9% 5.2% -0.3% 

Apr-10 -0.7% -1.7% 1.0% 

May-10 -2.0% -2.0% 0.0% 

Jun-10 -3.4% -2.8% -0.7% 

Jul-10 4.3% 3.7% 0.6% 

Aug-10 -0.4% -2.0% 1.6% 

Sep-10 5.4% 5.2% 0.2% 

Oct-10 8.4% 6.7% 1.7% 

In 2010 16.0% 13.0% 3.0% 

12M 14.5% 12.6% 1.9% 

18M 77.8% 47.3% 30.5% 
 Source: Economática and Banif - Ixe Securities Research 
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Analyst Disclaimer and Important Report Disclosures: 
The analysts mentioned in this report hereby certify that: 1) all of the views accurately reflect his or her personal views about any or all of 

the subject securities or issuers; 2) no part of any of the analysts compensation is or will be directly or indirectly related to the specific 

recommendations or views expressed by the analyst(s) in this research; and 3) they do not hold securities issued by the company (ies) 

mentioned in this report that exceed 5% of their assets. 

Investment ratings are a function of Banif Banco de Investimento and Ixe Casa de Bolsa’s expectations of a relative return to the expected 

performance of the main index of the country of origin. Ratings are: Buy for stocks viewed as having an upside 500 bps higher than the 

expected performance of the index; a Neutral for stocks expected to have an upside between -500 bps and +500 bps to the expected 

performance of the index and; Sell for those stocks expected to have a performance 500 bps below the expected performance of the index. 

It is important to note that a recommendation may differ from the rating system when the analyst believes that the stock may reach the 

appreciation / depreciation in the very short term. 

Banif Banco de Investimento and Ixe Casa de Bolsa are not currently having any investment banking or other business connections with the 

company (ies) mentioned in this report, however, investors should bear in mind that it is seeking or will seek to do so at any time and may 

receive compensation for services provided or have commercial relations with the company(ies) analyzed in this report, or with individuals, 

legal entities, funds, trusts or estates that act representing the same interest as the company(ies).  

Banif Banco de Investimento and IXE Casa de Bolsa, and/or its officers, directors, or shareholders, may from time to time have long or short 

positions in the financial instruments of the company mentioned in this document, or may serve in an advisory capacity with respect to 

such instruments. 

This document is for information purposes only and was made by Banif Banco de Investimento and Ixe Casa de Bolsa.  Under no 

circumstances should this document be used or considered as an offer to sell or a solicitation to buy the securities or other instruments 

mentioned in it.  The information in this document has been obtained from sources believed reliable, but both Banif Banco de 

Investimento and Ixe Casa de Bolsa makes no representations concerning the truth or accuracy of the content or substance of this report, 

or of the future market value of any securities, notes, or private claims mentioned within.  Opinions expressed herein constitute the 

current judgment of the author as of the date published and are subject to change without notice, and Banif Banco de Investimento and 

Ixe Casa de Bolsa makes no representations that they will endeavor to update their analysis upon any change of circumstances.  

The products mentioned in this document is not directed to, or intended for distribution to or use by any person or entity who is a citizen 

or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be 

contrary to law or regulation or which would subject either Banif Banco de Investimento or Ixe Casa de Bolsa, or its subsidiaries or affiliates 

to any registration or licensing requirement with such jurisdiction.  

Additional Information for US Readers: Banif Banco de Investimento and IXE Securities Inc., are registered broker-dealers. The research was 

prepared Non-US research analysts that are not registered or qualified as research analysts with the NYSE and or FINRA, but sarify the 

registration and qualification requirements or other research-related standards of a non-US jurisdiction. Any US Person receiving this 

report and wishing to effect any transaction in any security discussed in this report should do so with Banif-Ixe Securities, at 140 East 45th 

Street, 2
nd

 floor, New York, NY. 

Additional Information for European Readers: Banif Securities, a subsidiary of Banif Banco de Investimento S.A and Ixe Casa de Bolsa, an 

affiliate of Ixe Securities Inc., granted authorization to Banif Banco de Investimento S.A., to distribute this report through its London Branch 

to investors who are market counterparties and intermediate customers, pursuant to FSA rules and regulations. If you do not, or cease to, 

fall within the definition of market counterparty or intermediate customer, you should not rely upon the information contained herein and 

should notify Banif Banco de Investimento S.A., London Branch immediately. The information contained herein does not apply and should 

not be relied upon by, private customers. 
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