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CEMEX (Buy)              
Current price: $8.74, PT: $14.00  

Flash: Cemex Day with no surprises 

At CEMEX Day, the company outlined its growth strategy focused on profitable 
and bolt-on investments. This, alongside its sustainability and digital innovation 
strategies, positions the company for long-term growth. Over the past few years, 
the business model has proven to be resilient, which is remarkable. Based on 
proforma numbers, from 2019 to 2022 (LTM as of September) sales have shown 
compound annual growth of 6%, EBITDA of 5%, return on capital employed 
(ROCE) increased from 9.8% to 12.7%, and leverage level reduced from 4.2x to 
2.8x. 

Among the most important points, we mention the following: 

Medium-term strategic priorities are maintained. The company will continue 
to advance in its sustainability agenda with more ambitious decarbonization 
objectives, grow EBITDA with a better margin (>20% vs. 17.5% accumulated as 
of September), obtain investment grade rating (they consider they are already 
close), and optimize the portfolio towards growth.  

2023 still represents important challenges. For the following year, uncertainty 
will continue, particularly in terms of costs, and one of the most relevant aspects 
will be to observe demand evolution given economic challenges. In the 
meantime, the company will focus on developing its portfolio growth projects 
and keep trying to recover margins. Related to the latter, the pricing strategy, 
which has driven sales in 2022 and mitigated cost inflation, will continue to be a 
supporting factor for revenues and profitability. On the other hand, CEMEX 
noted that demand dynamics for building materials are positive in the mid-term 
based on fiscal stimulus packages, mainly in the US and Europe, related to 
infrastructure and green spending (lower carbon emissions in the economy). It 
would also benefit from construction boost in the industrial and commercial 
sector, in the face of relocation, seeking lower costs and redefinition of trade 
relationships due to supply chain constraints and geopolitical tensions. Mexico, 
the US, and Europe would be best positioned to take advantage of the reshoring 
trends.  

Focus on profitable growth with relevant investments. The cement company 
expects to invest around $1.6 billion in 2022-2026 period, focused on growth, 
mainly in the US and Europe. Practically half would be for cement capacity 
expansion and the other half for bolt-on investments focused on improving 
profitability. It should be noted that the company expects these investments to 
translate into $740 million in EBITDA (representing 27% of its 2022 guidance 
of $2.7 billion). CEMEX mentioned that this will be financed through asset 
recycling and cash flow generation, and that it will make a balanced capital 
allocation between deleveraging and growth.  
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Boost in more sustainable operations, which would translate into savings and 
efficiencies. The company continues to lead the industry in sustainability changes 
and announced more aggressive targets, including a 47% reduction in CO2 per 
ton of cementitious material and increasing clean energy consumption to 65% by 
2030. It also continues to increase the use of alternative fuels (currently 34%, 
+9pp vs. 2020) and to offer a wider range of sustainable products and solutions 
in response to new market trends, and to promote the circular economy in its 
operations, with a focus on recycling waste. On the other hand, it will continue to 
drive the Urbanization Solutions business, which has shown the highest growth, 
focused on 4 areas: performance materials, industrialized construction, circularity 
(waste reuse) and related services. 

Focus on digitalization which would be integrated into the business strategy. 
CEMEX reiterated the relevance of digital innovation, as it represents a more 
effective and efficient way to operate and offer better customer service. On the 
commercial side, CEMEX Go (60% of global orders) is the first global digital 
solution that covers the end-to-end journey for all customers and businesses. 
Meanwhile, it will continue to encourage the use of artificial intelligence to 
optimize production, costs, and minimize CO2 emissions, as well as the 
digitization of global administrative services and virtual service centers to enable 
new and more efficient ways of working. 

Our view for the company's outlook remains positive in the long run, but 

with significant challenges in the short term. Following the comments and 
information provided by the company, we consider that CEMEX's fundamentals 
remain solid in the long-term and we highlight the attractive valuation (5.4x 
FV/EBITDA vs. 6.9x sector median), as well as the better financial position 
(leverage of 2.8x as of 3Q22). However, we continue to mention that the complex 
environment, with cost pressures which will still be reflected by year-end, as well 
as lower global economic activity, with the possibility of a recession in 2023, 
could continue to generate stock price volatility. We will be revising our 
expectations for the cement company based on our updated outlook and 
assessment of economic challenges. 
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By region, executives indicated the characteristics and aspects that are 
influencing and will be relevant in the markets going forward: 

- Mexico (24.2% of sales and 37.8% of EBITDA L12M). Bagged cement 
demand has been affected by the normalization of demand, the temporary loss of 
market share, and inflation impact on consumption; however, fundamentals 
remain solid given expected population growth and housing shortages. 
Meanwhile, the industrial and commercial sector would continue to benefit from 
nearshoring opportunities and a greater dynamism in tourism-related demand. In 
infrastructure, airports and rural roads projects will be supported. Pricing strategy 
continues (announced an increase in the price of bagged cement in October) to 
boost margins. 

- US (32.5% of sales and 25.1% of EBITDA L12M). The company estimates 
compound annual volume growth for 2023-2026 of 4% to 6%. While the 
residential sector would show a slowdown for the next year, housing shortages, 
population growth and migration should continue to drive demand. In 
infrastructure, a solid outlook is foreseen considering the expected ~$1.2 billion 
spending from the “Infrastructure Investment & Jobs Act” and healthy finances 
in its major markets. And in industrial and commercial, investments are expected 
to continue given the great dynamism in manufacturing, clean energy projects, 
and the redefinition of global supply chains. The strategy of increasing prices 
supported by supply and demand dynamics, together with the normalization of 
imports and lower inflationary cost pressures, should be reflected in higher 
profitability.  

- Europe, Asia, Middle East, and Africa (32.6% of sales and 23.5% of EBITDA 

L12M). Interesting growth prospects, due to expected investments in public and 
private projects (more than €2 billion by 2030) in Europe that would benefit 
demand, coupled with high utilization rates, as well as better margins from 
reinvestment in complementary projects. Diversified portfolio is positioned for 
growth in the green economy, with Europe leading the way in climate action.  

- Central, South America and the Caribbean (10.7% of sales and 13.6% of 

EBITDA L12M). Despite the rebalancing of bagged cement and the decline in 
market share due to higher prices, medium-term outlook is favorable. This is due 
to the company's flexible and expanding geographic footprint, which represents 
a competitive advantage in the current supply chain context, as well as increased 
demand in the housing sector, tourism, and trends such as nearshoring, besides 
resilient construction. It is worth mentioning that the company will continue to 
actively implement its product pricing strategy. 
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Certification of Analysts. 
We, Alejandro Padilla Santana, Juan Carlos Alderete Macal, Alejandro Cervantes Llamas, Manuel Jiménez Zaldívar, Marissa Garza Ostos, Katia Celina 
Goya Ostos, Francisco José Flores Serrano, José Luis García Casales, Víctor Hugo Cortes Castro, José Itzamna Espitia Hernández, Carlos Hernández 
García, Leslie Thalía Orozco Vélez, Hugo Armando Gómez Solís, Yazmín Selene Pérez Enríquez, Cintia Gisela Nava Roa, Miguel Alejandro Calvo 
Domínguez, Daniela Olea Suárez, José De Jesús Ramírez Martínez, Gerardo Daniel Valle Trujillo, Luis Leopoldo López Salinas, Isaías Rodríguez 
Sobrino, Paola Soto Leal, Daniel Sebastián Sosa Aguilar and Salvador Austria Valencia certify that the points of view expressed in this document are 
a faithful reflection of our personal opinion on the company (s) or firm (s) within this report, along with its affiliates and/or securities issued. Moreover, 
we also state that we have not received, nor receive, or will receive compensation other than that of Grupo Financiero Banorte S.A.B. of C.V for the 
provision of our services. 

 

Relevant statements. 
In accordance with current laws and internal procedures manuals, analysts are allowed to hold long or short positions in shares or securities issued 
by companies that are listed on the Mexican Stock Exchange and may be the subject of this report; nonetheless, equity analysts have to adhere to 
certain rules that regulate their participation in the market in order to prevent, among other things, the use of private information for their benefit and 
to avoid conflicts of interest. Analysts shall refrain from investing and holding transactions with securities or derivative instruments directly or through 
an intermediary person, with Securities subject to research reports, from 30 calendar days prior to the issuance date of the report in question, and up 
to 10 calendar days after its distribution date. 
Compensation of Analysts. 
Analysts’ compensation is based on activities and services that are aimed at benefiting the investment clients of Casa de Bolsa Banorte Ixe and its subsidiaries. 
Such compensation is determined based on the general profitability of the Brokerage House and the Financial Group and on the individual performance of each 
analyst. However, investors should note that analysts do not receive direct payment or compensation for any specific transaction in investment banking or in other 
business areas.  
Last-twelve-month activities of the business areas. 

Grupo Financiero Banorte S.A.B. de C.V., through its business areas, provides services that include, among others, those corresponding to investment banking 
and corporate banking, to a large number of companies in Mexico and abroad. It may have provided, is providing or, in the future, will provide a service such as 
those mentioned to the companies or firms that are the subject of this report. Casa de Bolsa Banorte or its affiliates receive compensation from such corporations 
in consideration of the aforementioned services. 

Over the course of the last twelve months, Grupo Financiero Banorte S.A.B. C.V., has not obtained compensation for services rendered by the investment bank 
or by any of its other business areas of the following companies or their subsidiaries, some of which could be analyzed within this report. 

Activities of the business areas during the next three months. 

Casa de Bolsa Banorte, Grupo Financiero Banorte or its subsidiaries expect to receive or intend to obtain revenue from the services provided by investment 
banking or any other of its business areas, by issuers or their subsidiaries, some of which could be analyzed in this report. 

Securities holdings and other disclosures. 

As of the end of last quarter, Grupo Financiero Banorte S.A.B. of C.V. has not held investments, directly or indirectly, in securities or derivative financial instruments, 
whose underlying securities are the subject of recommendations, representing 1% or more of its investment portfolio of outstanding securities or 1 % of the 
issuance or underlying of the securities issued. 

None of the members of the Board of Grupo Financiero Banorte and Casa de Bolsa Banorte, along general managers and executives of an immediately below 
level, have any charges in the issuers that may be analyzed in this document. 

The Analysts of Grupo Financiero Banorte S.A.B. of C.V. do not maintain direct investments or through an intermediary person, in the securities or derivative 
instruments object of this analysis report. 

Guide for investment recommendations. 

 
 

Reference 

  

BUY When the share expected performance is greater than the MEXBOL estimated performance. 

HOLD When the share expected performance is similar to the MEXBOL estimated performance. 
SELL When the share expected performance is lower than the MEXBOL estimated performance. 

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in order to 
consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position. 
 

Determination of Target Prices 

For the calculation of estimated target prices for securities, analysts use a combination of methodologies generally accepted among financial analysts, including, 
but not limited to, multiples analysis, discounted cash flows, sum-of-the-parts or any other method that could be applicable in each specific case according to the 
current regulation. No guarantee can be given that the target prices calculated for the securities will be achieved by the analysts of Grupo Financiero Banorte 
S.A.B. C.V, since this depends on a large number of various endogenous and exogenous factors that affect the performance of the issuing company, the 
environment in which it performs, along with the influence of trends of the stock market, in which it is listed. Moreover, the investor must consider that the price of 
the securities or instruments can fluctuate against their interest and cause the partial and even total loss of the invested capital. 

The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy 
or completeness. The information, estimations and recommendations included in this document are valid as of the issue date, but are subject to 
modifications and changes without prior notice; Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to 
keep the content of this document updated. Grupo Financiero Banorte S.A.B. of C.V. takes no responsibility for any loss arising from the use of this 
report or its content. This document may not be photocopied, quoted, disclosed, used, or reproduced in whole or in part without prior written 
authorization from Grupo Financiero Banorte S.A.B. of C.V. 

History of PT and Ratings 

Stock Date Rating PT 

CEMEX CPO 28/04/2022 BUY $14.00 
CEMEX CPO 29/07/2021 BUY $22.50 
CEMEX CPO 29/04/2021 BUY $19.50 
CEMEX CPO 12/01/2021 BUY $14.50 

 MSCI ESG Rating  scale 

CCC B BB BBB A AA AAA 

LAGGARD AVERAGE LEADER 
 

*The MSCI ESG Rating is an indicator that evaluates 
companies in Environment, Society and Governance 
(ESG) metrics. 
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