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AGENDA
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Company Characteristics

Country: Mexico             Sector: Beverage Market Cap: 12 bn USD

Company

ÅSecond largest Coke bottler in the world

ÅCash cow: Mexico (mature market)

ÅHigh growth exposure: Brazil and Colombia

Value drivers

ÅIncreased consumption in Lat-am

ÅLow penetration

ÅHigh margins, net cash, high degree of cash conversion

Management and board

ÅVisited company in Monterrrey, Mexico

ÅMajority owners: Femsa and Coca Cola Company

ÅTransparent and good corporate governance

Industry

ÅFragmented ïexpect concolidation

ÅEconomies of scale

ÅLicence agreements with Coke

Valuation

ÅHigh organic growth rates

ÅEstimate of value: USD 90-100 (65 today)

ÅP/E = 16, FCF% = 13-14% 2010, implicit FCF growth only 3% p.a
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Value Drivers are essential é

ÁTopp Line Growth

ÁMargins

ÁUses of Capital

ÁWorking Capital

ÁGrowth Capex

ÁTaxes

ÁBalance Sheet

Cash flow
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Determinants of Value?

Value of

Company

Cost of capital

Market

Market share

Sales mix

Prices

Wages

Raw materials

Tax

Inventory

control

Credit terms

Growth

Maintainance

Cost of equity

Cost of debt

Debt

Cash Flow

Required Rate 

of Return

EBITDA

CAPEX

Working Capital

Fixed Investments

Top Line

Operating 

margin

Tax

Value DriversMicro Macro
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Is the stock attractively priced?

ÁWhat is discounted in todayôsshare price?

ÁImplicit EBIT-margins

ÁThreshold margins

ÁDo the results of the analysis match our expectations for 
the future?
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Wabtec
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Valuation ïWabtec

Shareholder Value
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Mega Trends
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Back Drop
Why do we invest with mega trends?

ÁLess affected by short-term market fluctuations

ÁDriven by underlying macro variables

ÁFinancial Crisis has posponed or strengthened some trends

Infrastructure

Oil/ Energy

ÁA long-term stock investment should be backed by a mega 
trend

ÁShare prices will fluctuate over time and until target price is met

ÁManagement stands less of a chance of making strategic errors

ÁVery challenging when the trend is against you

Paper and pulp industry?

Technology?

ÁMega Trends as back drop for bottom-up analysis and 
stock picking

+

-
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Mega Trends -
Examples

1) Increased prosperity in emerging markets

2) Food and agriculture

3) Infrastructure

4) Energy supply

5) Environmentally efficient transport solutions
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The Road to 

The Stock 

Exchange
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