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GISSA Reports 3Q17 Results Boosted by Acquisition Strategy 
 

Saltillo, Mexico, October 27, 2017 -- Grupo Industrial Saltillo, S.A.B. de C.V. (BMV: GISSA), a 
global manufacturing conglomerate serving the automotive, construction and housewares 
industries, today announced its unaudited results for the third quarter (3Q17) and nine-
month periods ending September 30, 2017 (9M17).  All figures are expressed in Mexican 
pesos ($) unless otherwise noted. 
 

Consolidated Financial Highlights 1 
In millions of pesos 
 Third Quarter  Nine Months 
 2017 2016 Change  2017 2016 Change 
Revenues 3,948 3,019 31%  12,756 8,959 42% 
EBIT 442 403 10%  1,448 1,207 20% 
Margin 11% 13%   11% 13%  
EBITDA 660 553 19%  2,117 1,656 28% 
Margin 17% 18%   17% 18%  
Net Income 153 298 (49%)  1,197 832 44% 
Margin 4% 10%   9% 9%  
EPS 2 (pesos)     4.34 2.66 63% 
Capex 157 208 (25%)  528 514 3% 
Net Debt 3     6,729 50  
Net Debt to EBITDA 4/5     2.5x 0.0x  
        

1. Water Heating Business is reported as a Discontinued Operation (at the Net Income level) 
2. Earnings per Share is based on results for the last 12 months (LTM) 
3. Net Debt = Short & Long-term Financial Liabilities – Cash (before deducting capitalized fees and expenses)  
4. Only this indicator is calculated in dollars on a pro forma basis: including Water Heating. 
5. 2017 is calculated including  Infun’s LTM EBITDA and 2016 including ACE’s LTM EBITDA 

 

Message from our CEO 
 
Jose Manuel Arana, Chief Executive Officer of GISSA, stated: “During the quarter our most 
recent investments, particularly the one made in Infun, greatly benefitted our Auto Parts 
segment. GIS’ globalization strategy is starting to bear fruit, reporting growth in Europe and 
Asia during the quarter; which significantly offsets the slow growth in other regions like 
NAFTA.” 
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“Today, GISSA benefits from having diversified markets, customers and geographies, which 
reduces our exposure to the volatility in NAFTA. Auto Parts in Europe and China now 
represent 60% of the sector’s sales and EBITDA." 
 
José Manuel added: “This quarter we saw a deceleration in the construction and consumer 
goods industries. Raw material and energy prices continued to increase, impacting margins. 
Towards the end of the quarter, we faced the impact from natural disasters, particularly the 
hurricanes in the Southern region of the U.S. and earthquakes in the South of Mexico and 
Mexico City. These events interrupted mainly our distribution and sales activities in these 
regions. 
 
 

Financial Results 
 
Consolidated revenues, denominated in pesos, grew 31% in 3Q17. The main growth driver 
was Infun’s integration to the Auto Parts segment in 2017. Besides the Infun acquisition, Auto 
Parts posted organic revenue growth. In U.S. dollars, NAFTA revenues rose 7% driven by a 
better mix, while ACE grew 10% due to higher volume in aluminum parts; in both cases 
(NAFTA and ACE) there were favorable effects from indexation of raw materials transferred 
upstream via formula. Cinsa (Houseware Segment) posted an 8% increase in revenues, 
explained by higher volume in the aluminum category and a favorable mix effect.  
 
On the other hand, Vitromex (Construction Segment) reduced its sales by 9%, explained by 
lower export sales due to Hurricanes Harvey and Irma in Texas and Florida, as well as to a 
slowdown in the construction industry in Mexico, which was exacerbated by the September 
earthquakes. We expect to have additional demand for the replacement and remodeling 
businesses by the end of this year and beginning of 2018, for which GISSA will be well 
positioned; this would complement the ongoing commercial strategy of the business.  
  
Consolidated EBITDA for 3Q17 increased 19% when compared to 3Q16. This growth was fully 
attributable to Infun’s integration, which helped offset energy and raw material cost 
increases at Cifunsa and ACE, as well as adverse effects of higher gas and electricity prices at 
Vitromex and Cinsa.  
 
Notably, in 3Q17 GISSA reported non-recurring items in EBITDA, which represented a net 
benefit of $58 million. This was a net effect net of the following: (i) benefits from the 
capitalization of development costs and the cancellation of certain administrative reserves, 
net of (ii) impacts from extraordinary expenses related to the issuance of Local Notes 
(Certificados Bursátiles) and projects. Excluding these non-recurring items, EBITDA growth in 
pesos in 3Q17 vs 3Q16 would have been 7%. 
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The divestment process of the Water Heater business continues to be reviewed by COFECE. 
This business maintained an increase in EBITDA of over 30% year-to-date versus last year, 
which isn’t reflected in GISSA’s EBITDA as it is reported as a discontinued operation. 
 
GIS continues investing in its operations to achieve production improvements and 
efficiencies. In terms of CAPEX, the most notable were the $77 million towards maintenance 
investments in Auto Parts and $47 million in Vitromex allocated towards capacity expansion 
and installment of polishing lines, grinding of porcelain tiles, capacity transformation to 
larger formats and digitalization of the tile decoration process. 
 
As of September 30, 2017, financial liabilities (51% USD and 49% EUR) reached US$458.2 
million, broken down as follows: 
 

Currency Amount in millions 
of USD 

Item 

USD 231.5 Syndicated Loan for the acquisition of Infun and  
ACE 

EUR 118.3 Debt with selling shareholder of Infun 
EUR 61.7 Syndicated Loan and other ACE debt 
EUR 46.7 Infun Debt 

 
Euro/Dollar exchange rate: 1.1825 

 
Maturity Profile (in millions of USD)  
 

2017 2018 2019 2020 2021 Forward 

7 162 66 89 109 25 

2% 35% 14% 19% 24% 6% 

 

Recent Events: 
 
On October 17, GISSA announced the issuance of two local notes (Certificados Bursatiles) in 
the Mexican market for $1.775 billion: 
 

 $400 million with a 3-year maturity at an annual variable interest rate of TIIE 28 days 
+ 1.00%   

 $1,375 million with maturity of 10 years at an annual fixed rate of 9.64% 
 
The proceeds, net of expenses related to the issuance, were allocated towards the partial 
prepayment of GISSA’s syndicated loan obtained at the end of 2016 under its acquisition and 
globalization strategy; thus further balancing the currency mix of its debt and optimizing its 
average debt maturity, as was announced in a press release issued on October 26, 2017. 
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This issuance extends the average debt maturity from 2.7 to 3.8 years, and moves GISSA in 
the right direction to match the currency mix of its debt with the cash flows generated by its 
businesses, reaching 30% in US Dollars, 50% in Euros and 20% in Mexican Pesos. 
 
For comparative purposes only, following is GISSA’s debt maturity profile on a pro forma 
basis (as of September 30, 2017), post-issuance of local notes (in millions of USD): 
 

2017 2018 2019 2020 2021 Forward 

7 153 47 82 72 97 

2% 33% 10% 18% 16% 21% 

 

Relevant Events 
 

 GISSA rose 9 places in the Liquidity Index (Sept-17 vs Jun-17), to reach 76th place and 
continues improving its Average Daily Trading Volume. 
 

 Auto Parts – Infun in Wuhu, China was recognized by the local government as Plant 
Recognized for Safety Excellence, due to its good practices and processes.  
 

 ACE’s facility in Feramo, Czech Republic, began commercial production for its 
customer CBI in its second line. With this expansion, the plant will have an installed 
iron casting capacity of approximately 35 thousand tons per year. 
 

 CBI assigned Fuchosa, an ACE facility in Spain, a program for an electric vehicle 
platform for VW. 
 

 Fiat Chrysler Automobiles presented Cifunsa’s plant in Irapuato with the Outstanding 
Quality Supplier Award in July. 
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Pro Forma Results including JVs 
 
For comparative purposes only (due to IFRS limitations to consolidate JVs results), below 
please find pro forma results that include GISSA combined with its JVs at 100% ownership 
(as if GISSA had “full control” and could consolidate them).  
 

GISSA including JVs 
In millions of pesos 
 Third Quarter  Nine Months 
 2017 2016 Change  2017 2016 Change 
Revenues 4,347 3,265 33%  13,816 9,610 44% 
EBIT 495 431 15%  1,603 1,284 25% 
EBIT Margin 11% 13%   12% 13%  
EBITDA 751 612 23%  2,389 1,820 31% 
EBITDA Margin 17% 19%   17% 19%  

 
 
The strategy to grow through technological partners reflects the value add for clients and 
GIS’ total profitability. Pro forma results (GISSA with JVs) show a greater increase in EBIT and 
EBITDA.  
 
This exercise is particularly relevant considering that the volume currently cast and machined  
by Evercast was transferred primarily from Cifunsa Irapuato, and remains within the system, 
even if not recognized in the accounting consolidation process; it is only seen diluted within 
the Subsidiaries Results Share (SRS). The joint ventures represent the strengthening of 
customer relationships and the startup of the value-added process: machining. The 
additional EBITDA obtained from joint ventures during 2017 amounts, on average, to $90 
million per quarter. 
 
GISSA reports under the equity method the financial results for the following joint ventures: 
 

 Evercast (JV with ZF-TRW where GISSA has a 70% stake) 

 GisEderlan (JV with Fagor Ederlan where each company has a 50% stake) 

 InfunEderlan (JV with Fagor Ederlan where each company has a 50% stake) 
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Auto Parts Segment 
In millions of pesos 
 Third Quarter  Nine Months 
 2017 2016 Change  2017 2016 Change 
Revenues * 2,658 1,659 60%  8,664 4,992 74% 
In millions of USD 149 89 68%  458 273 67% 
NAFTA 1,103 1,081 2%  3,568 3,154 13% 
In millions of USD 62 58 7%  188 173 9% 
Europe / Asia * 1,555 578 169%  5,096 1,838 177% 
In millions of USD 87 31 183%  269 101 167% 
        
EBIT * 346 228 52%  1,228 799 54% 
In millions of USD 19 12 59%  65 44 48% 
Margin 13% 14%   14% 16%  
NAFTA 147 173 (15%)  522 597 (12%) 
In millions of USD 8 9 (11%)  28 33 (16%) 
Margin 13% 16%   15% 19%  
Europe / Asia * 203 58 248%  715 211 239% 
In millions of USD 11 3 266%  38 12 227% 
Margin 13% 10%   14% 11%  
        
EBITDA * 509 327 56%  1,728 1,092 58% 
In millions of USD 29 17 63%  91 60 53% 
Margin 19% 20%   20% 22%  
NAFTA 217 247 (12%)  742 808 (8%) 
In millions of USD 12 13 (8%)  39 44 (11%) 
Margin  20% 23%   21% 26%  
Europe / Asia * 292 81 262%  986 284 248% 
In millions of USD 16 4 280%  52 16 235% 
Margin 19% 14%   19% 15%  

 
* 2016 results only reflect ACE figures, while 2017 include ACE and Grupo Infun. 
 
NAFTA revenues posted an increase versus 3Q16 driven by an improved price and product 
mix, which offset a slight decrease in volume sold. In ACE, higher aluminum volumes and the 
indexation of higher costs of raw materials offset a slight decline in iron volume. Infun also 
posted a slight contraction in casting, which was mostly offset by higher machining revenues.  
 
NAFTA’s EBITDA declined mainly due to higher electricity costs, technical assistance expenses 
and volume. Energy prices had a negative impact on ACE’s costs caused by a lag between the 
incurring and recovery of these increases through indexation to clients by way of a formula, 
as well as on costs associated to the ramp-up of initial operations for the new production line 
in Czech Republic. Infun continued to post operating efficiencies and savings in fixed costs, 
thereby reporting higher EBITDA than the previous year. 
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Construction Segment 
In millions of pesos 
 
Our Construction Segment is undergoing a transformation process with the recently 
announced agreement to sell the water heating business.  This process, upon completion, 
will represent an important opportunity for GIS to focus and simplify its portfolio, brings 
financial flexibility through the prepayment of debt and the drive towards growth projects.  
 
As stated on page 7 in the “Reporting Standards” section, in accordance with the signing of 
the water heater business sales agreement, financial information for GIS and the 
Construction Segment excludes this business, as it is considered a Discontinued Operation 
(at the Net Income level) from an accounting standpoint. 
 
 Third Quarter  Nine Months 
 2017 2016 Change  2017 2016 Change 
Revenues 920 1,007 (9%)  2,925 2,889 1% 
        
EBIT 42 81 (48%)  130 174 (26%) 
Margin 5% 8%   4% 6%  
        
EBITDA 82 116 (29%)  249 280 (11%) 
Margin 9% 11%   9% 10%  

 
GIS and the Construction Segment results exclude the Water Heaters Business Sales, EBIT and EBITDA 
information since it is considered to be a Discontinued Operation (assets in the process of being sold), and is  
only reflected  in the Net Income line. 

 
In 3Q17, Vitromex’s revenues decreased compared to 3Q16, fully attributable to the 
contraction in export sales, which is largely explained by the impact of Hurricanes Harvey 
and Irma in Texas and Florida (areas which represent a large number of GIS sales in the US). 
As previously mentioned, GISSA’s competitive position and geographic location positions us 
well to meet the additional demand expected for the remodeling business. 
 
EBITDA posted a decline of 29%. This was mainly due to: 
 

 Lower volume 

 Higher gas and electricity costs 

 Higher material, freight and maintenance costs 

 Unfavorable effects due to consumption of raw materials  
 
In order to offset the aforementioned effects, Vitromex continued with its strict 
administrative and sales expenses control plan. 
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Housewares Segment 
In millions of pesos 
 
 Third Quarter  Nine Months 
 2017 2016 Change  2017 2016 Change 
Revenues 325 317 3%  1,049 989 6% 
        
EBIT 6 6 8%  26 48 (45%) 
Margin 2% 2%   3% 5%  
        
EBITDA 16 17 (1%)  58 80 (27%) 
Margin 5% 5%   6% 8%  

 
 
In 3Q17, revenues grew 3% mainly as a result of improvements in product mix in all 
categories: Vitrified Steel, Ceramics and Aluminum.  
 
The above helped offset decreases in volumes in the Vitrified Steel and Ceramics categories 
caused by a slowdown in consumption observed in recent months in Mexico. 
 
EBITDA slightly contracted by 1% when compared to 3Q16, mainly attributable to: 
 

 lower sales volume caused by a slowdown in consumption, and 

 higher production costs: labor, energy and indirect 
 
 
Cinsa continued implementing its expenses control plan as it faced a slowdown in economic 
activity. This plan helped Cinsa save close to $5 million compared to the costs reported in 
3Q16.   
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Analyst Coverage 

 
Given that GISSA has securities listed under Section I, 4.002.00 of the Mexican Stock Exchange 
Regulations (stocks, and most recently, local notes “certificados bursátiles”) and given the importance 
of maintaining an active participation in the securities market, it reports that in compliance with item 
4.033.10 of the aforementioned Regulations, the financial institutions that provide Analyst Coverage 
of GISSA are: 
 

Institution Analyst 
GBM Lilian Ochoa Guerra 

Actinver Pablo Abraham Peregrina 
Signum Research Armando Rodríguez Díaz 

Interacciones Montserrat Araujo Nagore 

 

Reporting Basis 

 
In accordance with the signing of the water heater business sales agreement, the completion of which 
is still uncertain as it is subject to COFECE’s authorization, financial information for GIS and the 
Construction Segment excludes this business, as it is considered a Discontinued Operation from an 
accounting standpoint. In order to better evaluate the results by segment and to avoid distortions in 
comparability, the Company uses a specific methodology based on the services that it actually 
provides and the collection for usage rights of the brand to the business units, to apply a specific 
percentage to the distribution of corporate services to each segment for its standardization. 

 

Notes to the Financial Statements 
 
We recommend reviewing the notes to the financial statements that are part of the quarterly report 
presented to the Mexican Stock Exchange, and which include pro forma figures to show Grupo Infun’s 
results and operations for 2016, for purposes of comparison against the results for 2017. The pro 
forma scenario, and in accordance to IFRS, also shows the impact of the possible divestment of the 
water heater business. 

 

Disclaimer 
 
This release may contain certain statements and forward looking information about Grupo Industrial 
Saltillo S.A.B. de C.V. and its subsidiaries (collectively, the "Company") which are subject to risks and 
uncertainties that may cause the results of the Company to differ materially from the current 
management´s expectations. These risks and uncertainties include, without limitation: the successful 
development of new products and their commercialization, demand and acceptance of the 
Company´s products, products and prices of the competitors, economic conditions in the markets 
and geographic regions of the Company´s products, as well as foreign currency fluctuations. 
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Annex - Statement of Comprehensive Income 
In millions of pesos 
 

 

 
Loss from discontinued operations: Net result of Water heating business unit. 

 
 
 
 
 
 
 
 

2017 2016 % Change 2017 2016 % Change

Revenue 3,948 3,019 31% 12,756 8,959 42%

Auto parts 2,658 1,659 60% 8,664 4,992 74%

Construction 920 1,007  (9%) 2,925 2,889 1%

Housewares 325 317 3% 1,049 989 6%

Cost of Sales 2,940 2,142 37% 9,397 6,242 51%

General Expenses 562 469 20% 1,904 1,501 27%

Other Expenses (Income), Net 5 6  (17%) 6 8  (23%)

EBIT 442 403 10% 1,448 1,207 20%

Auto parts 346 228 52% 1,228 799 54%

Construction 42 81  (48%) 130 174  (26%)

Housewares 6 6 8% 26 48  (45%)

EBITDA 660 553 19% 2,117 1,656 28%

Auto parts 509 327 56% 1,728 1,092 58%

Construction 82 116  (29%) 249 280  (11%)

Housewares 16 17  (1%) 58 80  (27%)

CFR 236  (28)  (122)  (33)

Income Tax 58 138  (58%) 458 390 17%

Profit from continuing operations 147 293  (50%) 1,112 850 31%

Loss from discontinued operations  (16)  (3)  (35)  (42)

Consolidated Profit 131 290  (55%) 1,077 808 33%

Profit from non-controlling interest 22 8 191% 119 25 385%

Profit from controlling interest 153 298  (49%) 1,197 832 44%

Grupo Industrial Saltillo, S.A.B. de C.V.

Consolidated Information

THIRD QUARTER NINE MONTHS
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Annex - Balance Sheet 
In millions of pesos 
 

 
 
Assets and Liabilities classified as held for Sale represent assets and Liabilities of the Water Heating Business. 
The recorded decrease in Goodwill from foreign subsidiaries is attributed to the revaluation of the Peso against the 
Euro. Long-Term Liabilities include a €100 million debt with Grupo Infun’s seller. 

Sep-17 Dec-16

ASSETS

Current Assets

Cash and cash equivalents 1,577 3,255

Accounts receivable, net 3,572 3,782

Other receivables 588 386

Inventories 1,952 2,000

Assets classified as held for sale 2,165

Property, plant & equipment, net 7,677 8,628

Investments in associates and JVs 974 993

Goodwill 5,844 5,923

Other assets 981 1,559

TOTAL ASSETS 25,330 26,526

LIABILITIES

Current Liabilities

Current liabilities at cost 661 355

Trade payables 2,292 2,918

Other current liabilities 1,369 1,729

Liabilities included in assets classified as held for sale 620

Non-current Liabilities

Non-current liabilities at cost 7,509 9,234

Deferred taxes 758 585

Other non-current liabilities 359 235

TOTAL LIABILITIES 13,567 15,057

TOTAL SHAREHOLDERS EQUITY 11,763 11,469

TOTAL LIABILITIES AND EQUITY 25,330 26,526

Grupo Industrial Saltillo, S.A.B. de C.V.

Consolidated Information


