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GIS Reports First Quarter 2018 Results 
Launches Draxton® to Consolidate Auto Parts Segment 

 
Saltillo, Mexico, April 19, 2018 -- Grupo Industrial Saltillo, S.A.B. de C.V. (BMV: GISSA) 
(“GIS”, or “the Company”), a global manufacturing conglomerate serving the automotive, 
construction and housewares industries, today announced its unaudited results for the first 
quarter (1Q18).  All figures are expressed in Mexican pesos ($) unless otherwise noted. 
 

Consolidated Financial Highlights 1 
millions of pesos 

 First Quarter  
 2018 2017 Change  
Revenues 4,596 4,579 0%  
In millions of USD 245 225 9%  
EBIT 438 599 (27%)  
In millions of USD 23 29 (21%)  
Margin 10% 13%   
EBITDA 741 827 (10%)  
In millions of USD 39 41 (3%)  
Margin 16% 18%   
Net Income 473 796 (41%)  
Margin 10% 17%   
EPS 2 (pesos) 2.23 4.74   
CAPEX 160 183 (13%)  
Net Debt 3 6,349 6,570   
Net Debt to EBITDA 4/5 2.3 2.2   

 
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. 

 
 

 Net Income for 1Q17 is benefited by $ 137 million after taxes, from additional exchange 
rate fluctuations, $ 41 million after taxes from lower depreciation and amortization charges 
derived from the PPA of Infun, which were incurred at the end of 2017, as well as to lower 
costs in raw materials and energy. 
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Message from our CEO 
 
Jose Manuel Arana, Chief Executive Officer, stated: “We are very proud to have 
consolidated the Auto Parts Business into one unit named Draxton®. This new identity will 
strengthen our global capacity and presence, accelerating synergies and the integration of 
our talented and multicultural team. This will allow Draxton® to continue to be an 
important global player in the automotive industry towards the future.” 
 
“Draxton® strengthens the value proposal we have built for the Auto Parts Business and will 
follow through the synergies driven by the Globalization process. This process has already 
given tangible results, since 2017 we have generated significant savings in the unit's supply 
strategy. During 2018, we have been achieving benefits of synergies in engineering, process 
improvement, product design and sales across Auto Parts business units. We will inform 
about the progress of synergies in further communications”. 
 
José Manuel added: “This initiative strengthens and propels the main business in the 
portfolio, which allows us to mitigate the challenges we currently face in the consumer 
business in Mexico. During the first quarter of 2018 we observed a positive dynamic in 
Draxton's® revenues, particularly in dollarized terms; signs of a recovery in the revenues of 
Vitromex as well as margin expansions at Cinsa.” 
 
“As we reach our 90th year, we celebrate the success of the culmination of an accelerated 
and profitable growth phase, positioning the Company as solid and global. Looking ahead, 
we will focus our efforts on growing our operations through the capitalization of synergies 
and operating discipline, supported by the commitment and talent of our employees.” 
 

 
Financial Results 
 
Consolidated revenues for 1Q18, denominated in pesos, remained flat compared to the 
previous year at $ 4,596 million. In dollarized terms, this line item increased 9%.  
 
Draxton®, registered an increase a revenue increase of 14% vs 1Q17 in U.S. dollars. This 
result was mainly due to higher volumes in Europe and Asia, as well as favorable effects in 
pricing and the Euro-Dollar parity, leading to double-digit sales growth. 
 
Vitromex sales declined by 15%. This was the result of a revenue contraction in the U.S. due 
to the portfolio renewal process, which is currently in the first phases. 
 
Beginning in 1Q18, Cinsa added the food product processing division, which was previously 
managed by the Auto Parts segment. This division includes the manufacturing of mills and 
tortilla makers, which fit better under Cinsa’s profile for the Housewares segment. This 
division was one of the contributing factors driving the 1% sales increase. 
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It is important to highlight that as of 1Q18, EBIT for every quarter is affected by charges 
related to the reclassification, and if applicable, amortization of various items of the 
Balance Sheet and to the price paid for the acquisitions of Infun. This process, known as 
Purchase Price Allocation or PPA, implied a higher depreciation and amortization expense 
affecting quarterly EBIT comparisons versus 2017. 
 
Consolidated EBITDA for 1Q18 declined by 10% versus 1Q17; this was mainly affected by a 
contraction in volumes as well as the challenges faced in the process of initial ramp-up of 
the porcelain line in Vitromex. Despite reporting same EBITDA levels, in terms of dollars, 
Draxton® experienced a contraction in EBITDA when converted to Mexican pesos due to a 
parity effect. On the other hand, Cinsa reported significant EBITDA growth of 41%, 
supported by a favorable price effect and lower fixed expenses. It is important to highlight 
that 2017 reported lower costs in raw materials and energetics. 
 
As we informed on March 23, according to observations expressed by COFECE related the 
divestment process of the Water Heater business, all related parties have taken action to 
meet with these requirements, which could change the original terms of the agreement. 
Calorex operations are still managed by GIS and continued reporting positive results. In 
1Q18, this business reached 36% EBITDA growth versus the previous last year. The Water 
Heater business’ EBITDA is not reflected in GIS’s EBITDA, since it was reported as a 
discontinued operation as of 2Q17. 
 
GIS continues investing in its operations in order to achieve production efficiencies. In 
terms of CAPEX, $ 110 million were invested in maintenance works in Draxton® focused on 
improvements in processes and productivity. 
 
As of March 31, 2018, financial liabilities (25% USD, 52% EUR and 23% MXP) reached 
USD429 million, as broken down below. It is important to mention that with this currency 
mix, the Company has better aligned debt with cash flow generation: 
 

Currency In millions of USD Concept 

USD  $105.5 Syndicated Loan for the acquisition of Infun and  ACE 
EUR $123.4 Debt with selling shareholder of Infun 
EUR $58.5 Syndicated Loan and other ACE debt 
EUR $45.3 Infun Bank Debt 
MXP $96.7 Long-Term Notes (Certificados Bursátiles) 

Note: Euro/Dollar exchange rate: 1.2342 
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Maturity Profile (millions of USD)  
 

2018 2019 2020 2021 Forward 

$150 $41 $74 $62 $102 

35% 10% 17% 14% 24% 

 
Recent Events 
 

 On April 9, the Company announced the consolidation of its three Auto Parts businesses, 
CIFUNSA®, ACE® and INFUN® into one unit named Draxton®. Draxton®, along with our joint 
ventures, will allow us to serve over 50 customers in the automotive industry throughout 
our facilities located in 6 countries. Capacity of the GIS Auto Parts Sector will exceed 550k 
tons of iron casting, over 10k tons of aluminum casting and over 15 million machined parts 
to supply global platforms. 
 

 Seeking continuous improvement, our Auto Parts plant in Poland has implemented a new 
standard that allows systematic work flow in terms of employee health, safety and working 
conditions; on February 28, it was awarded ISO 18001: 2004 Certification. 
 

 In line with our Premium segment’s positioning strategy in the ceramic tile industry, 
Vitromex collaborated with distributors for the opening of an additional boutique where 
the luxury brand Arko – Lafaenza is promoted. This format strengthens our presence in the 
large format category, which have reported positive growth trends in the Mexican market. 
 

 In 1Q18, we launched the GIS Competency Model, which added to our Decalogue, will 
become the tool via which we will align our team in order to increase productivity, have 
better cost controls and increase efficiency in our facilities and working capital. 
 

 In 2018, GIS celebrates 90 years of history, initiating a new period of challenges and 
opportunities, strengthened and positioned as a global company, which has been able to 
construct a differentiated value proposal based on its inorganic growth strategy. Immediate 
priorities will focus on fully consolidating acquisitions, execution of synergies and seeking 
new drivers for our operations via technological upgrades that will lead to efficiency and 
productivity increases. 
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Pro Forma Results including JVs 
 
For comparative purposes only (due to IFRS limitations to consolidate results for JVs), 
below please find pro forma results that include GIS combined with its JVs at 100% 
ownership (as if GIS had “full control” and could consolidate them).  
 

GIS including JVs 
millions of pesos 

 First Quarter  

 2018 2017 Change  
Revenues 5,014 4,855 3%  
EBIT 505 648 (22%)  
EBIT Margin 10% 13%   
EBITDA 855 919 (7%)  
EBITDA Margin 17% 19%   

 
 
The growth strategy using technological partnerships reflects the value-added for clients 
and GIS’ total profitability. Pro forma results (GIS with JVs) reflect a greater increase in EBIT 
and EBITDA compared to consolidated results excluding JVs. 
 
This exercise is particularly relevant considering that the volume that Evercast currently 
casts and machines was primarily transferred from Cifunsa Irapuato, this effect is not 
reflected in the accounting consolidation process and can only be observed, in a diluted 
manner, within the Subsidiaries Results Share (SRS). The joint ventures represent the 
strengthening of customer relationships and machining, which is a value-added process. 
Additional EBITDA related to joint ventures during 1Q18 reached $ 114 million per quarter. 
 
GIS recognizes the financial results for the following joint ventures under the equity 
method: 
 

 Evercast (JV with ZF - GIS has a 70% stake, Irapuato, Mexico) 

 GISEderlan (JV with Fagor Ederlan - 50% stake for each, SLP, Mexico) 

 InfunEderlan (JV with Fagor Ederlan - 50% stake for each partner, Wuhu, China) 
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Draxton® Segment 
millions of pesos 

 First Quarter  
 2018 2017 Change  
Revenues 3,306 3,144 5%  
In millions of USD 176 154 14%  
NAFTA 1,257 1,283 (2%)  
In millions of USD 67 63 6%  
Europe / Asia 2,049 1,862 10%  
In millions of USD 109 91 20%  
     
EBIT  450 518 (13%)  
In millions of USD 24 25 (6%)  
Margin 14% 16%   
NAFTA 213 236 (10%)  
In millions of USD 11 12 (2%)  
Margin 17% 18%   
Europe / Asia  237 285 (17%)  
In millions of USD 13 14 (10%)  
Margin 12% 15%   
     
EBITDA  635 690 (8%)  
In millions of USD 34 34 0%  
Margin 19% 22%   
NAFTA 286 314 (9%)  
In millions of USD 15 15 (1%)  
Margin  23% 24%   
Europe / Asia  350 377 (7%)  
In millions of USD 19 18 1%  
Margin 17% 20%   

 
In USD: 
 
NAFTA revenues increased by 6% versus 1Q17, driven by the favorable effects of price and 
the product mix, with flat volumes. It is important to highlight the 20% revenue increase in 
dollars from Europe and Asia revenues, due to the positive EUR-USD parity effect, the 
indexation of higher raw materials and energy prices, and higher volumes within 1Q18 
results.  
 
NAFTA’s EBITDA remained flat mainly due to a better product mix, a reduction in fixed costs 
and lower energy costs, which offset the unfavorable parity effect and maintenance, as well 
as raw material costs. In Europe and Asia, EBITDA rose by 1% supported higher volumes, 
the appreciation of the Euro, the favorable effect of price and product mix and savings in 
energy consumption. 
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Construction Segment 
millions of pesos 
 
The Construction Segment is undergoing a transformation process with the recently-
announced agreement to sell the Water Heater business.  Upon completion, this process 
will represent an important opportunity for GIS to focus and simplify its portfolio, and will 
offer financial flexibility through the prepayment of debt and the push towards growth 
projects.  
 
As stated on page 9 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. 
 

 First Quarter  
 2018 2017 Change  
Revenues 881 1,033 (15%)  
     
EBIT (36) 44 N/A  
Margin (4%) 4%   
     
EBITDA 18 83 (78%)  
Margin 2% 8%   

 
Note: GIS and the Construction Segment results exclude the Water Heater Business Sales, EBIT and EBITDA 
information since it is considered to be a Discontinued Operation as of 2Q17 (assets in the process of being 
sold), and is only reflected in the Net Income line. 

 
In 1Q18, Vitromex’s revenues decreased 15%. This result was mainly due to lower volumes, 
particularly in the U.S., a market in which we are making adjustments in our product 
portfolio resulting in lower supply levels in our distribution network and have reactivated 
commercial relationship with various clients. 
 
As stated in 4Q17, the Company has implemented key initiatives to improve overall 
operating efficiency, ensure greater asset utilization and reduce costs. At a commercial 
level, we will continue working on renewing our product portfolio, improving delivery, 
strengthening our commercial structure and aligning our customer service processes. The 
latter has allowed us to start relationships with new distributors in the United States. 
 
The initiatives undertake in 1Q18 to improve operations and optimize resources allowed us 
to see the first signs of improvement in the operating indicators. The management believes 
that these initiatives will continue improving our indicators in the following quarters aiming 
to stabilize operations by year-end. 
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Housewares Segment 
millions of pesos 
 

 First Quarter  
 2018 2017 Change  
Revenues 371 368 1%  
     
EBIT 21 12 79%  
Margin 6% 3%   
     
EBITDA 32 23 41%  
Margin 9% 6%   

 
As of 1Q18, Cinsa added to this segment, the food processing products division, which was 
previously managed by the Auto Parts segment. This division manufactures mills and tortilla 
presses which fit better with Cinsa’s profile under the Housewares segment. This division 
was one of the factors contributing to the 1% increase in revenues. 
 
EBITDA grew an outstanding 41% when compared to 1Q17, mainly attributable to: 
 

 A favorable price effect in most categories 

 The new food processing product line 

 A lower parity effect for dollarized inputs compared to the previous year 

 An improved product mix 

 Savings in fixed costs, and 

 Operating efficiencies 
 
The aforementioned positive effects mentioned above allowed the Company to offset 
increases in costs of raw materials, such as sheet, enamel, aluminum and packaging. 
 
On the other hand, it is important to highlight that in 1Q17, Cinsa faced significant 
incremental costs due to an increase in gas costs and the impact of fixed expense 
allowances.  
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Analyst Coverage 

 
Given that GIS 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, in compliance with item 
4.033.10 of the aforementioned Regulations, the financial institutions that provide Analyst 
Coverage of GIS are: 
 

Institution Analyst 
GBM Lilian Ochoa Guerra 

Actinver Pablo Abraham Peregrina 
Signum Research Armando Rodríguez Díaz 

Interacciones Montserrat Araujo Nagore 

 

Reporting Basis 

 
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. 
 
In accordance with 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 in terms of EBIT, as it is considered a Discontinued 
Operation as of 2Q17 from an accounting standpoint, and it’s presented below EBIT at GIS’s 
Consolidated figures in P&L and as assets classified as held for sale in the Statement of Financial 
Position. 

 

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 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 
millions of pesos 
 

 
 
 
 
Note: Profit from discontinued operations: Net result of Water Heater business unit. 

 
 
 
 

2018 2017 % Change

Revenue 4,596 4,579 0%

Auto parts 3,306 3,144 5%

Construction 881 1,033  (15%)

Housewares 371 368 1%

Cost of Sales 3,516 3,310 6%

General Expenses 640 668  (4%)

Other Expenses (Income), Net 3 1 95%

EBIT 438 599  (27%)

Auto parts 450 518  (13%)

Construction  (36) 44 N/A

Housewares 21 12 79%

EBITDA 741 827  (10%)

Auto parts 635 690  (8%)

Construction 18 83  (78%)

Housewares 32 23 41%

CFR  (144)  (339)

Income Tax 173 206  (16%)

Profit from continuing operations 408 732  (44%)

Discontinued operations 17  (0)

Consolidated Profit 425 732  (42%)

Profit from non-controlling interest 48 64  (25%)

Profit from controlling interest 473 796  (41%)

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

Consolidated Information

1Q
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Annex - Balance Sheet 
millions of pesos 

 
 
Note: Assets and Liabilities classified as held for Sale represent assets and Liabilities related to the Water Heater 
Business. 
The recorded change in Goodwill from foreign subsidiaries is attributed to the volatility of the peso versus the Euro.  
Long-Term Liabilities include a €100 million debt with Grupo Infun’s seller. 

mar-18 dec-17

ASSETS

Current Assets

Cash and cash equivalents 1,535 1,775

Accounts receivable 3,713 4,424

Inventories 2,155 2,046

Assets classified as held for sale 2,319 2,399

Property, plant & equipment, net 8,467 8,874

Investments in associates and JVs 1,050 1,057

Goodwill 3,682 3,698

Other assets 2,675 2,614

TOTAL ASSETS 25,595 26,886

LIABILITIES

Current Liabilities

Current liabilities at cost 2,847 3,022

Trade payables 2,671 2,625

Other current liabilities 1,356 1,773

Liabilities included in assets classified as held for sale 707 526

Non-current Liabilities

Non-current liabilities at cost 4,800 5,760

Deferred taxes 608 489

Other non-current liabilities 477 305

TOTAL LIABILITIES 13,465 14,501

TOTAL SHAREHOLDERS EQUITY 12,130 12,386

TOTAL LIABILITIES AND EQUITY 25,595 26,886

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

Consolidated Information


