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Operator: Good day, and my name is Keith. I’ll be your conference operator today. At this 

time, I’d like to welcome everyone to the Grupo Industrial Saltillo special 

conference call. All lines have been placed on mute to prevent any background 

noise. There will be a question and answer session after the speaker’s opening 

remarks and instructions will be given at that time. Thank you. I will now turn the 

call over to Melanie Carpenter with i-advize. Please, go ahead.  

Melanie Carpenter: Thank you. Hello, everyone. This call is for investors and analysts only. Joining us 

today are Mr. José Manuel Arana, the Chief Executive Officer of GISSA, Mr. Jorge 

Rada, the Head of Draxton, Mr. Mario Guzman, the Chief Financial Officer of 

GISSA, and Mr. Saúl Castañeda, Investor Relations Director of GISSA. They’ll be 

providing an update on the company’s recent announcement regarding the 

consolidation and rebranding of the Auto Parts units under the name Draxton. 

We kindly ask that questions during the Q&A session be specifically related to 

this topic.  

Management’s comments may include forward-looking statements, and these 

are based on information that’s currently available. So, please refer to the 

disclaimer in the press release we issued yesterday for further details on this 

matter.  

It’s now my pleasure to turn the call over to Mr. José Manuel Arana, CEO of 

GISSA, for his presentation. Please, go ahead, sir.  

José Manuel Arana: Good morning, everyone, and thank you for taking the time to join us to discuss 

this great milestone in GISSA’s globalization strategy. We decided to host this 

call to give you further insight into the rationale behind the decision, our 

expectations and most importantly, to address any questions you might have.  

Yesterday, we announced that our Auto Parts unit was taking a major step in its 

global synergy program. Its three business units around the world – Cifunsa, ACE 

and Infun - were consolidated into one unit under the name of Draxton.  

Guided by the management philosophy illustrated in the GIS principles and a 

solid strategy that aligns GIS’ talent, we advanced towards our vision of being a 
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company with a global presence by reaching the Chinese market at the end of 

2016, and in consequence, operating on three continents.  

Thanks to the Board of Directors’ commitment and experience, to our 

employees’ talent and our financial strength, reinforced by the confidence of our 

worldwide customers, we took a firm step forward towards a new reality that 

today translates into our competitive advantage.  

The acquisition and integration of Infun Group, a European company with 

operations in Spain, Italy and China, and ACE Group which has operations in 

Poland, Czech Republic and Spain, positioned us as a key global player in casting 

and machining of automotive parts for engines, suspension and braking systems.  

This new and strong name comes from combining Dragon and Stone, as we were 

looking for a name that would represent and symbolize the characteristics of our 

core business. Draxton is now synonymous of strength, quality, innovation, 

safety and efficiency. The brand is registered in Mexico, the European Union, 

and it is in the process of being registered in the U.S. and China. Draxton will be 

led by Jorge Rada, who has been serving as GIS Director for Global Auto Parts 

since 2016, embracing 25 years of experience into the auto industry.  

The team will adopt GISSA’s or GIS Central foundations in a more global way to 

meet market needs,  while staying true to the company’s corporate culture, we 

will focus on three major foundations: implement, develop and grow.  

On the implement, we will focus on personnel safety as top priority, 

technological development, operational excellence and knowledge transfer. 

Under the foundation of develop:  inspired and highly trained people, internal 

and external customer trust, spirit of achievement and innovation. Under 

growth: continuous improvement, profitable growth, value added products and 

services, and global integration.  

I will now turn the call over to Jorge Rada, who will give us more specifics on 

Draxton. So, please, go ahead, Jorge.  

Jorge Rada: Thank you, José Manuel. And, good morning to everyone. Well, Draxton, 

headquartered in Mexico, is born as a global producer of casting and machining 

of auto components with a strong presence in the main auto industry markets, 

serving over 50 clients through strategically located facilities in Mexico, Spain, 

Italy, Czech Republic, Poland and China, covering three continents around the 

globe.  

It has an iron-casting capacity of around 500,000 tons, more than 10,000 tons of 

aluminum casting, and a machining capacity of around seven million parts per 

year. Moreover, it will rely on the expertise of 4,000 employees operating 11 

plants and three design and R&D centers known as Draxton 4 Competitiveness. 

The whole Auto Parts sector of GIS, which includes now Draxton and our joint 

ventures, operates a total of 14 facilities and three design and R&D centers 
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totaling 550,000 tons of iron casting, more than 10,000 tons of aluminum, and 

over 15 million parts in machining as an annual capacity.  

So, why does the rebranding make sense? By unifying our original Auto Part 

business, CIFUNSA, with our service and acquisitions in which we entered 

Europe and Asia, ACE and INFUN, we can capitalize on synergies, implement 

shared best practices and create a new global brand in the automotive industry.  

Draxton allows us to be fully aligned with the value chain, from R&D forward 

design, casting and machining with a wide range of technologies, processes and 

materials to efficiently produce complex auto parts, including those of braking 

systems, power trains and chassis. It also gives us great commercial, operating 

and marketing advantages to better serve our customers. But, what is more, it 

allows us to operate under the same umbrella in terms of name, work 

philosophy and ethics, mission and vision. To have a multicultural and talented 

team, unified under the same identity, will allow Draxton to emerge as a global 

player in the auto industry.  

For GIS, Draxton will be a core business that we anticipate will generate 70% of 

the Group’s revenues. We are aware that the rebranding process comprises 

many steps, but we have designed a clear roadmap along with experts to ensure 

the success of the process. Our efforts go back to when we first communicated 

and presented the strategies to the Auto Parts management. Their knowledge 

and input were key in polishing the action plan.  

Last month, we internally launched the brand to all business units. It was very 

important for us to ensure that our staff felt safe and were fully onboard with 

the change. For this, we had to edit an internal process and since today, or 

yesterday, actually, we become one global team. Our latest efforts include 

changing the email domains of the three business units going into Draxton, 

updating signage and all communications materials with the Draxton logo, as 

well as launching Draxton’s website, which is www.draxton.com, which I have 

encouraged all of you to visit.  

We are currently in the external communication stage. Although the rebranding 

does not represent any impact to our customers, suppliers and shareholders, 

their support is key for its success.  

Our hard work does not end here. We are committed to continue working until 

Draxton has fully positioned itself in the minds of our employees, customers, 

suppliers and investors. It is important to highlight that the rebranding does not 

imply a change in the Company’s name, nor does it impact our core processes, 

policies or employee benefits. With this major step, we aim to get closer on 

becoming a customer-oriented, global supplier of high-complexity components 

for automotive and commercial vehicles, generating economic and social value 

to our stakeholders through an inspired team, and, with a vision of becoming a 

leading global partner for our customers in the mobility industries. 

http://www.draxton.com/
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This concludes my remarks. Operator, please open the floor to the Q&A session.  

Operator: And, if you’d like to ask a question, please press star and one on your touchtone 

telephone. You can remove yourself for the queue by pressing the pound key. 

Once again, star and one on your touchtone phone. We’ll pause to allow 

questions to queue. Once again, star and one for your questions.  

We’ll take our first question from Mauricio Santos with GBM. Please, go ahead, 

your line is open.  

Mauricio Santos: Hi, gentlemen. Thanks for the call, and congratulations on the launch of the new 

brand. We’re just wondering how much this was, was there a significant expense 

for creating this new brand? Is it already reflected in the numbers? And, maybe 

if you could elaborate on, let’s say the integration of the operations. Would you 

say that the launching of the brand is, let’s say it concludes the whole integration 

of the three, of the three operations?  

José Manuel Arana: Go ahead, Jorge.  

Jorge Rada: Well, the rebranding is not relevant. I mean, the cost of this is not relevant, 

really. We worked with a company that helped us to identify the proper naming, 

the proper logo; and, then we have done some integration events, and we are 

going, of course, to have all the signage, all the logos in the facades to the 

facilities, all the signs and paperwork and stationery, all that, of course, has to be 

changed. But, if we are not affecting the legal entities’ names, actually, we have 

_____ [0:12:54] on the customers, suppliers, on the business operations. This is 

merely more branding things and we want everybody to see the former business 

units, CIFUNSA, ACE and INFUN as only one. And, that’s why we decided to have 

a different name. We are not using one of the previous existing names, we are 

using a totally new one, with a totally new image. So far, we have received very 

good feedback.  

Mauricio Serna: Okay. And, on the, let’s say, do you feel comfortable working on, okay, it’s from 

a branding and a customer, or let’s say it’s a commercial strategy. But, is there 

going to be any further integration of the three companies beyond, beyond this 

commercial effort?  

Jorge Rada: Well, yes, well, number one, everything is organized under one, let’s say 

organization that is led by me. Of course, there is a group, GIS, led by José 

Manuel Arana. I am responsible for the business unit that is related to Auto 

Parts.  And, we have two segments, one, Draxton, which is the wholly-owned 

company by us, and which is the previous CIFUNSA, ACE and INFUN, and we 

have joint ventures. These joint ventures are stand-alone companies that are 

also my responsibility, as responsible for auto parts, but are not part of Draxton, 

because we have partners. In two of them, we have 50% partnership with Fagor 

Ederlan, and the other one is 70/30, in which we own 70% and ZF, which is 

another major auto parts supplier in the world, owns 30%.  
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José Manuel Arana: And, let me add to that the R&D or global R&D and engineering and 

development team is about to integrate and design one of our key leaders of the 

company to undertake this effort. So, we see certain areas integrating globally, 

and the rest of the integration will occur in Europe and Asia, where we still have 

teams separated. Most of the areas have already integrated like purchasing, 

supply chain, quality, finance and some other groups like HR.  

Mauricio Serna: Okay. So, let’s say when will you, when would you say that the whole team is 

fully integrated?  

José Manuel Arana: I would say by the end of the year, or early next year.  

Mauricio Serna:  Okay.  

Operator:  Anything else, Mauricio? Okay. We’ll take our next… 

Mauricio Serna:  Okay.  

Operator: Okay. We’ll take our next question from Alejandro Azar with GBM. Please, go 

ahead, your line’s open.  

Alejandro Azar: Hi, everyone. Congratulations on the consolidation of the Auto Parts business. I 

have several questions. The first one is, if you may, it’s been already two years 

since you bought ACE and INFUN. Could you give us a roadmap on the synergies 

that you already captured and maybe an amount, if you still have a figure on 

mind that you still can, can capture in 2018, or maybe in 2019. That’s the first 

one.  

José Manuel Arana: Yeah, we can talk about activities. We do that, provide guidance on synergies. As 

you saw in the announcement, the main reason why we are doing this is for 

synergies. The synergies come from different buckets, one of them the customer 

base. We have been able to integrate our selling efforts to leverage our 

capabilities around the world and to get programs that in the past with separate 

groups we were not able to get the programs. We have been invited to co-

develop, co-design new programs that we are taking for 2019, ’20, and ’21 in our 

order book. So, in the commercial area, there are several leads taking that route.  

In the engineering area, separate engineering in two, one is dedicated to new 

products, and the other one, which is very powerful, I would say, is current 

products by redesigning the products and getting better efficiencies. And, I’ll 

give you an example. If we were placing nine parts in a mold, and through 

engineering we could place 13 parts in a mold, you can calculate the efficiency 

that this new process will give us, since we are spending the same labor, energy 

and everything else. So, they’re great, great potential in synergies driven by re-

engineering the production process.  

When we have the supply chain, purchasing, acquisitions, coordination, then we 

have finance. So, you can take one at a time, but I would say that between 
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commercial and engineering in these two areas, R&D and production, we’ll 

develop a greater platform for this business to be more profitable.  

   I don’t know if Jorge would like to add anything that I missed.  

Jorge Rada: Well, no, I think you covered almost everything. But, what you said is very, very 

important. The most important synergy, I would say, the one in engineering, 

which we will share the most important, let’s say skills, and we will standardize 

and increase our levels everywhere in the world, where we will be able to offer a 

global platform to our customers. And, if we get a business right now, for 

example, in Spain, we will be able to develop the new product for the world 

from one of our R&D centers in Spain, for example. Or, we can do that from 

Mexico.  

So, the integration of the R&D and engineering is going to give us most of the 

advantages, and we will be able to lead the industry based on our technological 

edge.  

Alejandro Azar:  When you mentioned, Jorge, if you get, this would be done already today, or 

you still are planning to offer global platforms in 2019? I mean, this effort, if you 

get a contract on, in May… 

José Manuel Arana: Alejandro, Alejandro, thank you for the question. We do that already. I mean, 

this is something that is a long process, of course, to have it fully integrated. 

However, we, since we acquired ACE, I would say that since 2016, we have 

already been working on global platforms, and we have been transferring best 

practices from ACE to CIFUNSA, CIFUNSA to ACE. In 2017, we started the 

transfer of best practices from INFUN to ACE and CIFUNSA, etc. So, this is 

something we’ve started, but of course, we will, I would say that we will never 

end. Because, for example, some business units will be able to develop 

something new, and that will be transferred to the other business units. So, it 

will be a constant, continuous improvement process.  

Alejandro Azar: Okay. And, if I may, I didn’t, I didn’t get if you mentioned about maybe a number 

and a specific, or if you say that you already capture around, I don’t know, 50% 

of 70% of the expected synergies, just for us to have a view on the long-term or 

medium-term.  

Jorge Rada: The thing is that we, synergies ae constantly being identified. So, we have 

already started, set a few targets and goals. However, the more we know each 

other, the more the business units get to understand how the others operate, 

we are able to find more opportunities. That’s why it is a moving target, which is 

always growing.  

Alejandro Azar: Okay. And, one more if I may, since you bought INFUN, you’ve been heavily 

speaking about the Chinese market and how you want to grow there. Would you 

mention if you want to have a certain exposure to that market? I mean, I don’t 
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know if today China represents around 15 or 20% of the whole, of Draxton. 

What can you comment about that?  

Jorge Rada:  José Manuel, you want to say something about this, or should I… 

José Manuel Arana: No, go ahead.  

Jorge Rada: Okay. Well, it’s very important. China is one of the biggest markets in the world, 

actually, as a country itself, it’s like a continent, okay, the biggest market. And, 

it’s growing, still growing. We have a plant already in Wu Hu, which is in the 

center of China, and we have just invested a small amount of money to increase 

the capacity of that plant. Because, now the bottleneck is in the furnaces. But, 

the lines can run faster. So, this year, we are going to do relatively small 

investment in the capacity of the Chinese plant. And, with this, we will be able to 

grow in the same facility. This is what we have in the short-term. But, of course, 

in the long-term, China is a big opportunity for us, and of course, we are 

committed to that.  

José Manuel Arana: Just adding that what we produce in China stays in China. Our plants are 

dedicated to the Chinese market, so any trading barriers between U.S. and China 

does not affect our business.  

Alejandro Azar:  Okay. Thank you, and again, congratulations.  

Jorge Rada:  Thank you, Alejandro.  

Operator: Once again, it’s star and one on your touchtone phone, star and one. We’ll 

pause to allow any further questions to queue.  

And, we can take a question from José Vasquez with GBM. Please, go ahead, 

your line is open.  

José Vasquez: Hi, Jose Manuel, Jorge, Saúl good morning. My question is regarding the, how do 

you see the cycle, the automotive cycle in the world. And, the second one 

related to global platforms. Are you currently have one in place already 

providing to customers all around the world, in Europe, China and Mexico? 

Thank you.  

José Manuel Arana: Go ahead, Jorge.  

Jorge Rada: Well, the economic cycle, we see the North American market as a very stable 

market. The European market is still growing. And, we see the Chinese market as 

relatively stable, but still with prospective to grow.  

The global platforms, we are already implementing either via Draxton or via the 

JVs. For example, one of the JVs, which is GIS Ederlan, is producing already 

some, launching to this year the BMW disks that are also produced in Europe for 

BMW. So, we are taking advantage of this, this setup of JVs to produce global 

platforms.  
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Also, we have won recently businesses with several customers like Continental 

or ZF that are requiring us to launch simultaneously products in Europe and 

normally, in Mexico. This is the, because in China, we don’t do brakes, but these 

customers are more into brakes. So, this is already running, and we are 

cooperating. The two business units, the Mexican one, Draxton Mexico, and 

Draxton Brakes Europe are cooperating in several platforms for different 

customers. And, the customers are very happy to see that, because they deal 

with only one engineering team worldwide, and they don’t have to deal with 

several suppliers in different continents.  

José Vasquez: Okay. Are you considering from now on, as you have consolidated the three, the 

operations, to start disclosing some backlog going forward?  

José Manuel Arana: What do you mean, backlog?  

José Vasquez: New contracts won that are expected to come online in the next few years, that 

are worth, I don’t know, maybe, well, equivalent to sales. So, I don’t know if it’s, 

we have contracts won is for around $500 million. I don’t know, just an example, 

like some other auto parts companies disclose when they win a contract, a new 

contract, and during part of the reports, they say, “We have now won a certain 

amount of contracts that are worth that much.” I think that would be very 

helpful going forward.  

Jorge Rada: Well, our book order is very solid and this is not something that we are, let’s say 

used to disclose. And, I think we are very comfortable with the book order we 

have now, and with the acquisitions and with the integration, we expect that this 

will continue to grow.  

José Vasquez:  Okay. Perfect. Thank you.  

José Manuel Arana: Yeah. I think that we will work with our customers, some of our customer don’t 

like for suppliers to disclose. So, that’s an item that is on our agenda, to get them 

comfortable, so we can provide more information and more guidance on that, 

that end.  

José Vasquez: So, I was thinking of not disclosing exactly which one of the customers is the one 

that won the contract, but only from the Draxton side. Say, okay, Draxton has 

won such an amount of contracts that are worth that much. I think that, that 

would be very helpful and would attract interest from investors going forward.  

José Manuel Arana: Yeah. I think that we can probably shape in the top three parts like brakes and 

components, and we will look at that and provide more information as we, as we 

go on.  

José Vasquez: Okay. Thank you, Mr. Arana, that will be very helpful. And, congratulations once 

again.  
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Juan Rada:  Thank you, José.  

José Manuel Arana: Thank you.  

Operator:  As a reminder, star and one for any further questions, star and one.  

And, it does appear we have no further questions. I’ll return the floor to Mr. 

Arana for any closing remarks.  

José Manuel Arana: Thank you, Operator. Once again, thank you all for your interest in GIS. I hope 

this update was good, informative and helpful. But, as always, we remain 

available should you have any further questions. So, please contact Saúl and 

we’ll be very happy to answer them. You guys have a nice rest of the day. Thank 

you very much.  

 

*** 

 


