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GIS 4Q19 Conference Call Transcript 
February 24, 2020 @ 11am Central Time 

 
Operator: Good afternoon. My name is Nicky and I'll be your conference operator. 

At this time, I would like to welcome everyone to the GIS earnings 
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 Advise. 
Please, go ahead.  

 
Melanie Carpenter: Thank you, Nicky. Good day, everyone. Welcome to the Fourth Quarter 

2019 Earnings Call for Heath. Joining us today Is the Chief Financial Officer, 
Mr. Jorge Mercado. He's the Chief Operating Officer Jorge Rada and 
Heath's Investor Relations Manager Mr. David Sandoval. Please be advised 
this call is for investors and analysts only.  

 
During the call, they are going to be discussing the company's performance 
as per the earnings release that we issued last week. If you didn't receive 
it, it is now available on the company website Gis.com.mx in the investor 
relations section. We also encourage you to follow along with the 
presentation slides that are now available on the live webcast and we are 
actually going to be opening the call to questions from the webcast if you 
would like to ask through that vehicle.  

 
Let's go to slide two. Here just some housekeeping items. We just remind 
you that any forward-looking statements are based on any information 
that is currently available. They are subject to change due to a variety of 
factors and for more details we just ask the you refer to the disclaimer in 
the earnings release. Also, all figures discussed are going to be in Mexican 
pesos unless otherwise stated.  

 
So, let's turn to slide three and it's now my please to introduce Mr. Jorge 
Mercado, to begin with the main highlights for the quarter. So, please go 
ahead, Jorge.  

 
Jorge Mercado: Thank you very much, Melanie. Thank you all for joining us for the call. 

Certainly, 2019 was a year of tough economics across the geographies in 
which GIS operates. We faced a slowdown in gross national products, 
significant currency volatility in our main geographies and a stagnant 
economy in the construction sector in Mexico. To say the least, it was a 
very challenging environment.  
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In addition to reviewing the results of the quarter and quickly looking at 
full year trends we want to make sure we address in details all areas which 
we believe deserve more visibility to help you understand why we feel 
confident about the value opportunity that GIS represents.  

 
These things are the financial strength of our balance sheet. The growth 
potential of Draxton and the progress we have made so far with Vitromex.  

 
In this environment which did impact our top line we were able to deliver 
margin expansion, our rightsizing programs allowed us to offset volumes 
and exchange rate pressures. Our EBITDA margin grew from 12.5 to 13.5 
in the quarter. In addition, our second half trend confirmed the 
improvement trend that we been going through.  

 
Another sign of our strength is our balance sheet. During the year, quarter 
to quarter we continued to lower our leverage both in actual terms and 
measured against EBITDA metrics. Net debt to Adjusted EBITDA ratio 
ended up as 1.6 times EBITDA a significant improvement versus year end 
of 2.7 December 2018. GIS is well-positioned to remain competitive and 
take full advantage of future opportunities. Now, let me turn it to Jorge 
Rada to start talk a bit about Draxton.  

 
Jorge Rada: Thank you, Jorge and thanks to everyone who is here today. For the 

quarter the North American automotive markets showed mixed results. 
Production affected by the GM strike fell 8.8% and this figure compares 
negatively to the year average of -4%, while sales decreased 1% comparing 
favorably versus the average of -2%.  

 
In Europe we observed a totally different picture for the fourth quarter. 
Even though vehicle production decreased 6%, sales increased by 8% 
which becomes an inflection point for the industry trend. We believe 
market stabilization is around the corner for this region.  

 
In the same way China reported positive comparisons in both production 
and sales, 0.9% and 3.2%, respectively, for the fourth quarter. We believe 
the Chinese market is on track to recover its growth rate. Of course, the 
coronavirus situation is affecting the production and sales during the first 
quarter of 2020. The industry analysts expect the recovery once the 
situation comes back to normal.  

 
Regarding Draxton’s quarterly performance, Draxton’s global sales for the 
fourth quarter 2019 were 15% below the previous year. This is explained 
by an 8% volume loss versus 2018 of which 30% was due to the GM strike 
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of October but also a U.S. dollar/euro exchange rate impact as well as a 
reduction in scrap metal price which his included in our product price 
performance.  

 
EBITDA margin for the quarter grew 3 percentage points versus a year ago 
delivering US$28 million. Despite lower volumes Draxton was able to post 
growth in profitability due to the rightsizing programs. Our focus has been 
to maintain EBITDA per ton.  
 
For last year of 2019 we maintained an EBITDA figure of US$132 million 
same as in 2018. Also, expanding margin from 18% to 21%. In 2020 the 
start of operations of new programs will bring a higher income base and 
will lead us back to a growth path.  
Draxton has important presence in the North American market being able 
to capture the upcoming increasing volumes related to the signature of 
the USMCA. The Mexican auto parts production is growing at a faster pace 
than the vehicle production and Mexican auto parts exports to the U.S. 
have a positive trend and outlook. We intend to consolidate this privileged 
position into more business for our facilities in each region.  
 
As for the future for automotive platforms Draxton is a ready to serve all 
of the platforms including electric, hybrid and ICE. For the next several 
years electrification of vehicles will rely mainly on hybridization rather than 
pure electric vehicles. Our portfolio is 100% compatible with hybrids and 
they all have engines, brakes and chassis. We have been developing 
technologies to best serve the electric vehicle platforms and we will 
continue to grow the compatibility of our portfolio towards this industry 
trend.  
 
During 2019, Draxton has been awarding programs totaling US$152 
million annually. If we add this figure to the US$130 million nominated in 
2018, Draxton will begin the production of programs of over US$280 
million annually in the next 24 months. Most of these programs are related 
to brake systems which is our main growth driver and strategic for Draxton 
Mexico.  
 
It is important to that the brake system where our parts are used are 100% 
compatible with all types of propulsion systems. Remember that all cars, 
all vehicles, be it hybrid or electric with driver or autonomous have to be 
able to stop in emergencies and that is why our brake components will be 
used in all types of vehicles. This concludes my remarks about Draxton. 
Thank you.  
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Jorge Mercado: Thank you, Jorge. Now moving to Vitromex, the turnaround process is 
going as planned. The strategies of a leaner customer focus and efficient 
operations is already showing results. There are a lot of things left to do in 
2020 that will certainly bring us closer to our profitability targets.  

 
We expect as well a recovery in the short term. Adjusted EBITDA that is 
excluding the impact from the restructuring program that we started in 
2019 in Vitromex, grew significantly both in the quarter as well as for the 
year. On a pro forma basis, excluding the cost of the restructure, the 
strategic plant closure, the inventory rationalization and portfolio 
simplification, this business shows improvements. We expect to continue 
these throughout the year.  
 
And thank you very much for your attention this concludes my remarks for 
today. Operator, please being the Q&A session.  

 
Operator: At this time, if you would like to ask a question please press star and one 

on your touchtone phone. You may withdraw your question at any time by 
pressing the pound key.  

 
Once again, if you would like to ask a question please press the star and 
one on your touchtone phone. One moment, while we queue.  
 
And we will take our first question from Jorge Lagunas with Apalachee 
Analysis please, go ahead.  

 
Jorge Lagunas: Can we expect a further adjustment of the restructuring expenses or we 

are not going to see any further adjustments?  
 
Jorge Mercado: Thank you, yes. Let me make sure that I heard that if we expect to have 

more adjustments, I guess for Vitromex in the future is that it, Jorge?  
 
Jorge Lagunas: Yes.  
 
Jorge Mercado: No, we will not. We have taken all the adjustments that we require 

through the year. We are taking care of all of the things that entail the 
restructuring, the plant closure, the head count, we decreased headcount 
by about 400 people. We had to keep some people for a while to clean up 
the plant. We have some inventory which you know, we had to run out 
and we have done that. So yes, we are--all the impact to the closure of the 
plant have been reflected in our numbers.  

 
The only thing that we will continue to share or to impact the business 
with is just a higher level in inventories. The source of it is we have to, one: 
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when you shift production from one side to the other from one plant to 
the other, we have to build up incremental inventories of products that 
we are going to be able to move. We are going to move it a little bit so we 
have to make sure that we don't have service problems; we deduct a 
million meters of incremental inventory that we have to move along the 
year. And more so in the first half of the year we are going to be showing 
some deleverage of our cost base just because we want to move those 
inventors that we have to push enough to make sure we don’t have any 
service problems when we move some SKUs from Saltillo to our other 
plants. So that we are still going to have some of that during the year and 
how important is that effect it will depend often times on the industry. If 
we get better volumes you know, it should be easier. If we get lower 
volumes in terms of the industry it might be a little more noticeable, but 
we have that very clearly defined.  

 
Jorge Lagunas:   Okay, very clear. Thank you very much.  
 
Operator: Our next question comes from Alejandro Azar with GBM. Your line is open.  
 
Alejandro Azar: Hi, Jorge. Thank you for taking my questions and good morning. The first 

one is a follow up on the Vitromex and then I will move to the Draxton. 
You mentioned 28 million impact on inventories during the quarter. Can 
we have some more color on that and also, if you still see these types of 
impact on inventory going forward at least in the first half of 2020?  

 
Jorge Mercado:  Hi, Alejandro, thank you very much. Yes, that’s exactly what I was 

mentioning a little while ago to Jorge. There are two impacts regarding 
inventory. One is sort of out of date inventory that we took a reserve on 
June which was inventory that we have to basically take care of at that 
point. And then, as we move from one plant to the other we have to build 
up incremental inventories to make sure we don't have any problems. 
Those SKUs, that incremental inventories--inventory that we are going to 
be able to sell pretty much at regular prices but it is going to be a little bit 
slower. So during that period of time we are not going to be running at full 
capacity some of our ovens.  

 
In that sense, when you—there’s two effects going on and this is what the 
28 million are referring to. If that excess inventory, just because of the 
deleverage, and that was a planned excess inventory you know that was 
part of the impact and also we have been able to decrease our cost from 
the end of last year to the end of this year about seven pesos. So part of 
that inventory so was marked up a bit higher price so those two effects the 
deleverage and the higher cost which were produced that is where the 28 
million entails. That is going to be something we are going to be seeing and 
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that is going to be getting smaller and smaller that is our plan along the 
first half of the year. And then in the third quarter we should be able to 
clean up and go back to the regular inventory levels that we should given 
our improved S&OP processes.  

 
Alejandro Azar:  So, would you think despite this impact on inventory you will be able to 

move your numbers or your operating performance to the black for the 
full year?  

 
Jorge Mercado: Yeah, that's our expectation, Alejandro. That is the reason why we pointed 

out this because if you took out in the third quarter that inventory that we 
just explained the--you know, adjusting for that the business would be 
profitable already. But that’s part of the numbers that we have to present. 
We understand it was a business decision for us both to close down the 
plant and to build up the inventory to make sure we have the service in 
place. So we feel it’s not a surprise; it is something we had planned for and 
we think it is the right decision and what we are going to do is provide 
visibility of this impact as the year goes by so you guys know exactly what 
the numbers are.  

 
Alejandro Azar: Perfect and then if I may on Draxton, you mention that inventories - that 

OEMs in Europe are eating on its inventory. Do you have a figure of how 
many inventories to months of sales they are having in Europe in the 
region? And also, if you have non-recurring items during the fourth 
quarter, metal lag, how can we I just want to know how can I measure the 
efficiencies and productivity if you can share a number maybe on a full 
year how much productivity do we see in EBITDA.  

 
Jorge Rada: Sure. Hi, Alejandro. Well just to clarify the first question the first part of 

the question. They are talking about OEM inventory of cars, correct?  
 
Alejandro Azar: Yes. Definitely.  
 
Jorge Rada: Well, in Europe, normally the inventory levels are lower but it's true that 

some of the OEMs are lower than in North America and lower than in 
China. The way they work is you go to a dealer, you order a car and then 
you wait for the car to be delivered to you. In the U.S. you go to a dealer 
and you take a car that is available there. So inventories in the U.S. are 
much higher than in Europe. I don't have exact numbers right now but 
definitely at the end of the year the OEMs decided to lower the production 
to try to sell everything that was there available so because they were 
going to introduce starting in January 2020 some additional or stricter 
environmental rules, okay? And that is why they wanted to get rid of all 
the inventories they have there to prevent for these new standards, okay?  
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And that is something that happened and we don't expect this to happen 
again. And we see the market very stable right now. I hope the coronavirus 
doesn’t spread in Europe as it has been spreading in Asia. Now we have 
seen some symptoms in Italy. So far, we have heard that some companies 
are already planning in Italy especially Fiat for example to reduce 
productions and take some measures, okay? But that is something that we 
cannot evaluate at this moment.  

 
But then, the second part of the question is related to one timers or one 
offs that happened maybe at the end of the year. I am going to go instead 
of telling you the one timers I will tell you how successful we have been in 
terms of cost reduction. We have evaluated the cost reductions in 2019 at 
around US$8 million worldwide in Draxton.  And if we annualize that we 
have an estimation of about US$13 million in the cost structure for us, 
okay? And that is why we think the rightsizing activities and plans have 
been very successful. All of our plans have implemented actions to 
improve not only the variable cost but also the fixed cost. We have had 
some severance payments that we have had to do in Mexico and in Europe 
and that is there in the results, okay?  

 
But also we have some help, let's say from the reduction of the prices of 
the scraps--the scrap detail it is affecting the sales on one side because 
prices are a little bit lower but the prices that we sell to the customers 
have a lag between one to three months from the actual price of the scrap. 
So when the scrap is going down in the prices then we take between two 
and three months to adjust the prices down. So definitely we have about 
US$1 million around worldwide in effect from that phenomenon that is 
happening. When it is going down or when it is going up. Now, the scrap 
prices for the first quarter of 2020 are going up. We started to see a strong 
trend to go up and now with the coronavirus it looks like it is not moving 
so fast. When it moves up then the effect is the contrary is the opposite of 
what we have in the last quarter of 2019.  

 
A one timer that was there also was the impact of the strike from General 
Motors that was a negative one. Okay? We lost about 2,500 tons in 
Mexico. That is something that we will not recover. We think they had 
some inventory there in GM maybe they were prepared for the strike and 
they are not recovering that volume.  

 
Alejandro Azar: I just have one more question on CAPEX. You guys had a forecast last year 

of around US$80 million and your CAPEX was around US$42, 45 million 
dollars. For 2020 you are again guiding around US$76 million. Should we 
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think this is high or because you usually don't spend more than US$60 
million?  

 
Jorge Mercado: Yeah, Alex I think it is pretty solid. Just because if you look at the makeup 

of it most of it is related to Draxton of which it’s the Evercast plant which 
we are pay up for and that is going very well on plan, some other projects 
in Europe and Asia that we should be executing. Then there is US$11 
million for Vitromex which we also you know, are doing. Those are very 
important for Vitromex in terms of the improvements in service and also 
to gain some capacity even though we closed up the facility in Saltillo with 
some investment in some parts of our processes we will be able to gain 
most of that capacity back in the other plants and it’s quite small. So yes, I 
think it is still a good number from our side.  

 
Always if we see things not going in the right direction, if the business is 
still not making their numbers and we have to make things better, it will 
be very disciplined.  

 
Alejandro Azar: And just to clarify one thing that Jorge Rada said—the efficiencies the 

amount it is one three for the full year or three zero?  
 
Jorge Mercado: No, one three and this is annualized. This is something that we think is 

already in the cost structure. Last year, it was about $8 million that we 
were able to reduce in costs to compensate for the loss of volume you 
know the volumes were lower and if we take that on an annual basis we 
think we do the cost structure at around -- this is for Jorge Rada from GIS. 
I apologize we got disconnected somehow. Alejandro, did you hear the 
whole answer or should I repeat some parts of the answer?  

 
Alejandro Azar: Regarding the efficiencies.  
 
Jorge Mercado: Yeah, the efficiencies I was but I will repeat it. We said that last year we 

capitalized about US$8 million in cost reductions across the board 
considering all the plants. And if we annualize that number it should be 
around 13 I mean US$13 million that is already in the cost structure and if 
the volumes come back we will expect to not increase the structure at the 
same level as the volume okay so we will be able to maintain higher 
margins when the volumes come back.  

 
Alejandro Azar: Wonderful. Again, thank you for your answers.  
 
Jorge Mercado: Thank you, Alejandro.  
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Operator: And our next question comes from Jose Vazquez with GBM. Your line is 
open.  

 
Jose Vazquez: Hi. Good morning, Jorge Rada, Jorge Mercado and everyone at GIS. My 

question is regarding the markets in China. Can you provide us some color 
over there, we are seeing and other auto part companies are reporting 
lower figures and expectations going forward are very difficult given the 
coronavirus so could you explain that a little more in detail the dynamics 
on the market right now? Thank you.  

 
Jorge Rada: Yes. Thank you. First of all, I would like to mention the size of our business 

in China is relatively small compared to the rest of GIS operations. In terms 
of revenue the revenue of GIS related to China is around 3 to 4% okay? If 
you compare it with Draxton individually it is about 5% oaky so it is a 
relatively small part of our business. 

  
Anyway, the coronavirus is having an effect worldwide already. You know 
that it is happening in Italy that there are some people dying there and 
they are implementing actions. But coming back to China it is important to 
tell you that our plant was closed during the Chinese New Year and then 
the government asked us to keep it closed for longer about two weeks 
more and then they gave us permission/authorization to start production 
with people that are only living there in our location, in Wuhu. And with 
that, we were able to bring people to operate 50% of our capacity, okay?  
 
It means that we are back to 50% of the volume. Some customers are also 
reducing production and some customers are asking us for volumes, so we 
have also a joint venture making machinery of castings and that is 
operating about 70, 75% of the production. We don’t know how long it will 
take for everybody to come back to normal to 100% of the production. We 
think that if the things come back to normal there might be some pent up 
demand that is not happening right now and maybe later the market will 
recover--go back to normal and maybe try to recover the loss of inventory 
and the loss of sales. But unfortunately, at this stage I cannot tell you how 
long it will take. The good news for us is that the volumes are--the size of 
the business for GIS is rather small compared to the whole portfolio, okay?  
 
Unfortunately, some Chinese suppliers are very important for the 
production of cars in Europe and in North America. And we have heard 
and we have read that some OEMs already are having some issues keeping 
up production in Europe and North America because especially electronic 
components that are coming from China in some cases they are not able 
to deliver the numbers or the volumes that they were supposed to. OK? 
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In Asia you can see that maybe you know that in Japan and Korea some of 
the OEMs already stopping production because of lack of component from 
China. If it takes longer and longer then it definitely will affect not only 
China but also Europe and North America.  

 
Jose Vazquez: Okay that was very helpful. Thank you for everything.  
 
Jorge Mercado: You're welcome.  
 
Operator: And once again, if you would like to ask a question please press the star 

and one on your touch tone phone.  
 

And our next question comes from Martin Lara from Miranda Global your 
line is open.  

 
Martin Lara: Yeah, thank you for the call. I only have one question. Where do you see 

your EBITDA margin in 2020?  
 
Jorge Mercado: That's a good question. We certainly see it north of where it ended up. We 

ended up with an EBITDA margin of around 14.4 which was flat to last year. 
We believe that with the improvement trends in Vitromex, with the start 
up at the end of the year of Evercast which you know Evercast is spending 
money right now but not producing a whole lot with the third line. The line 
has some schedule so at the end of the year we are going to start seeing 
some volume from those guys.  

 
Cinsa, even though it was quite small they had a very bad year because of 
the economic situation and some issues in their markets. So, we feel 
confident that in those two--in those two businesses in Vitromex and Cinsa 
we have gone through our sort of worst performance and the business has 
really improved. And given what Jorge said in terms of the stability we are 
starting to see--we are not going to feel sort of relief or confident. We are 
going to continue to drive our cost initiatives with discipline, but we feel 
that the numbers should go north of the numbers that we closed with 
here.  

 
Martin Lara: But do you expect an improvement of let’s say 50 basis points or one 

percentage point?  
 
Jorge Mercado: Yeah, that could be the range, yeah.  
 
Martin Lara: Okay. Thank you very much.  
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Jorge Mercado: Yeah, and if you do the math in terms of the ability of Vitromex to…if you 
take our fourth quarter and sort of see what the impact that we mentioned 
with some number you get some favorable tax, figures should go back to 
previous levels and Draxton has been very solid and very stable in terms of 
maintaining stability. I think all things indicate that we should be able to 
improve that performance.  

 
Martin Lara: Okay. Thank you very much.  
 
Jorge Mercado: You're welcome.  
 
Operator: We have a follow up with Alejandro Azar with GBM your line is open.  
 
Alejandro Azar: Hi. I'm sorry for the many questions just one more. Regarding GISEderlan 

or the information you gave us on the JVs - the EBITDA of 2019 of $2.6 
million - would you share not a guidance or maybe a medium term a 
potential of EBITDA that these JVs could have in the short to medium 
term?  

 
Jorge Rada: Yes, this year we will start ramping up some volumes that we launched last 

year especially one of the most important volumes is the BMW we call it 
bi-metal discs. Bi-metal because a part of the disc is made of iron that we 
cast in Draxton and the other part of the disc is made of aluminum that we 
import from Europe and we fit them together and then we sell a very 
interesting disc that is not very common in the market it is a licensed disc. 
So my guidance I would say for GISEderlan would be between 3.5 to 5 
million in the next I would say 24 months. 

  
This year, you will see a better number much better number because the 
volumes are already ramping up and this year I will expect maybe not 
double from last year but maybe as I said between 3.5 to 4.5 or something 
like that even this year.  

 
Alejandro Azar: Got it, Jorge. And thank you again.  
 
Jorge Rada: Thank you, Alejandro.  
 
Operator: And once again, if you would like to ask a question please press the star 

and one on your touchtone phone. One moment while we queue. We have 
no further questions at this time.  

 
Melanie: Okay at this time we are going to actually take questions from the webcast 

if you want to type a question to us you can click on the question mark, 
type in your question and then click send.  
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We are just going to pause a moment and see if anybody is on the webcast 
and wants to ask a question. There are no questions form the webcast.  

 
There is a follow up from Alvaro Arzamendi. We can take that call.  

 
Operator: Our next question comes from Alvaro Arzamendi - your line is open.  
 
Alvaro Arzamendi: Thank you so much. My congratulations for the results under this 

environment. I have a question for the Vitromex business. How do you 
expect the recovery of the U.S. market that you used to have?  

 
Jorge Mercado: Hi, Alvaro thank you very much for the question. It is a very interesting 

question. We don’t see any reason why we shouldn't be selling in the U.S. 
I personally went to see customers with the CEO of the Company - with 
Cesar last year - I was in California, I was in Texas and I was in Oklahoma 
visiting customers. And there is--we are not going to find any sort of 
obstacle for us to being able to be there and that is mainly what we call 
our distributed network. But we are not yet fully able to get the several 
levels that these guys require so we are going very slowly about it.  

 
We decided if we are not going to deliver above the 95% that we would 
rather go slower than faster because even though these guys said the 
doors are open you have to you know make sure you deliver on time. 
Mostly because a lot of the customers these guys are what you call the 
home builders. And these guys have very tight windows in terms of when 
they need the product and the quality of the product. So we’re going to be 
very careful for that.  

 
On the side of the home centers we have made a lot of progress we got 
our plans improved in terms of the process that they need but the fact is 
that in the case of Home Depot, they changed the person in charge of the 
purchasing process for floors -- ceramic floors at the end of last year and 
we have to restart some of those processes and we are doing that.  

 
Still, what we decided is that the team in Vitromex has to make sure that 
the business achieves the profitability target even though we don't have 
significant volume in the U.S. So, that is the way we are managing - we 
continue to work very hard establishing the service levels with the 
distributors and we continue to do whatever our call center potential 
customers require us to do we do it. And the team here is making sure that 
if the volume takes longer than expected we reach profitability.  
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So, we don’t see anything significant happening for the first half of the year 
and just because we don't want to counter our let's say our dollars before 
we get them. As soon as we know anything we let you know because we 
know there is a huge potential but to us the good news is the brand is still 
very attractive that we have again gone back to develop the price points 
and the quality that these guys require. We are investing in the sales team 
up in the U.S. to make it even stronger and so we are doing whatever we 
need to do because the market there is a very important market and we 
made good business before and we plan to do it again.  

 
Alvaro Arzamendi: Excellent. Very good. Especially because the Sunbelt of the US it is an 

important market and I think Vitromex has been doing very well in the 
past. So, thank you so much for your explanation.  

 
Jorge Mercado: Thank you.  
 
Operator: And it appears that we have no further questions. I would like to turn the 

program back to Jorge Mercado for any closing remarks.  
 
Jorge Mercado: Thank you very much all and thank you much for joining us. We will 

continue to try to provide you with as much visibility as we can in some 
what we believe are key underlying factors for the success of GIS in the 
medium and long term which is one: being able to remain very flexible and 
very strong in our balance sheet which we think we have done a great job. 
This allows us in terms of a crisis to be ready for - to be very defensive and 
support the business or in the case of opportunities be able to react 
quickly.  

 
The second thing is to try to give you more flavor and more visibility in 
terms of the ability of Draxton to be able to grow above the upward sales 
trend. Jorge explained there is key things such as ability to remain leaders 
in breaking systems in NAFTA and just because of all the companies have 
to move their manufacturing to our regions just because of the TEMEC 
new rules will allow us to have much higher growth and the automobile 
trends in NAFTA.  

 
In Europe we will continue to go after commercial vehicles which for us it 
is all growth and in China even with their problems, you know, the latest 
projection that I have seen are taking half a point of the growth in China. 
So instead of 6 is going to around 4, 4.5. Which is still pretty important. 
Our businesses in China are well run you know, our plant in China is a very 
well-run plant a very good plant. And we have a good team and we are so 
small that opportunities of growth in any direction will be significant for 
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us. So we feel medium and long term Draxton has the ability to remain 
more profitable for our peers and grow faster than the industry.  

And the third is Vitromex which you know, we will continue to work to 
provide you with visibility of the promises that have been made last year 
when we started to talk about these things we were very clear it is going 
to take some time we will see the results first in Mexico in terms of volume 
and price we will be able to deliver on those things. We told you that we 
were going to engage in a significant operating restructuring without a lot 
of details because of what it entails and then we came to deliver on the 
second quarter in terms of closing down the plant and taking a lot of head 
count and we are doing that. 

In the U.S. we have learned that it is going to take longer than we expected 
but we are certain that we can go back - the brand is still strong and 
relevant out there. We learned our lessons in terms of where we have to 
be in terms of price points and quality and we have the vision that the 
business for the long term is worth it. Our peers are quite profitable and 
there is some scale to that that we have to gain but definitely the 
profitability of business should be much better okay? And we will be very 
glad to talk to you in more detail and make sure management is available 
to share more details what we think is important for you guys to know to 
understand the metrics of GIS and how drivers of value are going in the 
right direction and thank you so much. 

Jorge Rada: Thank you. 


