FCFE Quarterly Report

May 4, 2021
Resilient demand despite a complex year start i

www.banorte.com

= Significant quarterly declines due to the revenue mismatch in 4Q20, @analisis_fundam
combined with an expense growth that affected the REIT's
profitability
José Espitia
=  Faced with a challenging start to the year, the transmission sector Senior Strategist, Equity
proved resilient, with a 0.6% y/y increase in demand, supporting Jose.espitia@banorte.con
better performance going forward as the economy recovers Eridani Ruibal
Analyst, Equity
Transported volumes showed a defensive performance, although eridani.ruibal.ortega@banorte.com
profitability declined. FCFE recorded annual reductions, slightly higher than BUY
anticipated. This is mainly due to the recognition of MXN 212.4 million Current Price $28.00
revenues corresponding to this quarter in 4Q20, as a fiscal strategy to comply ;iTstribution ayment %2‘2)
with the minimum distribution by law. Nevertheless, and despite a complicated Distribution payment(%) 8.6%
beginning of the year, demand would have increased marginally by 0.6% yl/y, agsxif{e,\;ﬁtfm'@) AL
highlighting that a positive annual variation unseen since 1Q20 has already been Market Cap (US$m) 1,596.15
registered, and it should be remembered that the average y/y increase of the CBFEs Qutstanding (m) 138
regulated tariff is 2.04% in 2021. That being said, electricity transmission Daily Turnover ($m) 117
revenues grew 2.6% y/y. However, the amount of reimbursements to CFE paluation metrics LT o
Transmision rose 5.1% yly, resulting in 18.5% of the annual budget being PIE 9.2x
exercised. Taking into account the above, FCFE revenues amounted to MXN MSCIESG Rating* NA
465 million, a 37.4% yly drop, in line with expectations. On the other hand, a
29.0% yly rise in malntenan_ce expenses (malnly due to auditors' fees) Relative Performance to MEXBOL
exacerbated the larger-than-estimated declines in EBITDA of 39.7% y/y and LT™
FFO of 39.5% y/y to MXN 432 million and MXN 435 million, respectively. 60%
Thus, margins contracted y/y by 3.6pp and 3.3pp to 93.0% and 93.6%, each. jzj
. . . . . . 30%
Higher growth is expected going forward. On a simpler comparative basis, 0%
from 2Q21 onwards we will see improved demand performance (+3.4% yly in 10%
2021), which will also be driven by increased economic dynamism. This would 12;
support the continued generation of attractive cash distributions (1Q21 Apr20 Juk20 Oct20 Jan-2l  Apr-2l
distribution of 8.2% y/y). Therefore, we reiterate our Buy recommendation. neeer T
Financial Statements Valuation and financial metrics
MXN, million 2019 2020 2021E 2022E 2019 2020 2021E 2022E
Revenues 3,212 3,353 3,507 3,585 FV/EBITDA 10.2x 9.6x 9.3 9.1x
EBITDA 3,108 3,283 3,421 3,500 PIFFO 10.2x 9.6x 9.3x 9.1x
EBITDA Margin 96.8% 97.9% 97.6% 97.6% PIVL 1.6x 1.6x 1.6x 1.6x
FFO 3,122 3,201 3,426 3,505 ROE 12.2% 12.6% 12.6% 12.4%
FFO Margin 97.2% 98.1% 97.7% 97.8% ROA 12.2% 12.6% 12.6% 12.4%
Cap rate 9.8% 10.4% 10.8% 11.0%
Total Assets 25530 26,117 27,161 28,248
Cash 45 259 45 45 This document is provided for the reader's convenience
Total Liabilities 0 0 0 0 only. The translation from the original Spanish version was
Debt 0 0 0 0 made by Banor_te_’s staff. Discrepancies may pos_sibly ar@se
between the original document in Spanish and its English
Common Equity 25,529 26,117 27,161 28,248 translation. For this reason, the original research paper in

Spanish is the only official document. The Spanish version
was released before the English translation. The original
document entitled “Demanda resiliente pese a inicio de
1 afio complejo” was released on April 29, 2021.
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https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisisbursatil/FCFE4Q20.pdf

FCFE — Results 1Q21

MXN, million
Concept 1020 1021 Va%  1Q2le Vasfﬁ‘ﬁ:
Revenue 743 465  -37.4% 487 -4.5%
EBITDA 717 432 -39.7% 460 -6.0%
FFO 719 435  -39.5% 461 -5.6%
Margins
EBITDA Margin 9.6%  93.0%  -3.6pp 94.5% -1.5pp
FFO Margin 9.8%  936%  -3.3pp 94.7% -1.1pp
CBFE Distribution 0.634 0.575 -9.3% 0.575 NA
Income Statement
Year 2020 2020 2021  Variation  Variation
Quarter 1 4 1 % yly % qglq
Revenue* 743 1,100 465 -37.4% -57.7%
Trust expenses 253 222 32.6 29.0% 46.7%
EBITDA 717 1,078 432 -39.7% -59.9%
EBITDA Margin 96.6% 98.0% 93.0% -3.6pp 0.0pp
Interests earned 2 2 3 45.9% 46.5%
FFO 719 1,080 435 -39.5% -59.7%
FFO Margin 96.8% 98.1% 93.6% -3.3pp -4.6pp
CBFE distribution 0.63 0.76 0.58 -9.3% -24.6%
Balance Sheet
Total Assets 25,530 25,530 25,803 1.1% 1.1%
Cash & equivalents 45 45 43 -5.3% -5.3%
Financial instruments 25484 25,484 25,760 1.1% 1.1%
Total Liabilities 0 0 0 0.0% 0.0%
Debt 0 0 0 0.0% 0.0%
Total Equity 25529 25,529 25,803 1.1% 1.1%

Source: Banorte. *Revenue comes from the tenancy of 6.78% of collection rights from the promoted trust.
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Electricity demand
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FCFE - Revenue & EBITDA Margin
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Certification of Analysts.

We, Gabriel Casillas Olvera, Alejandro Padilla Santana, Delia Maria Paredes Mier, Juan Carlos Alderete Macal, Manuel Jiménez Zaldivar, Marissa Garza
Ostos, Francisco José Flores Serrano, Katia Celina Goya Ostos, Santiago Leal Singer, José ltzamna Espitia Hernandez, Valentin Ill Mendoza Balderas,
Victor Hugo Cortes Castro, Hugo Armando Gémez Solis, Miguel Alejandro Calvo Dominguez, Luis Leopoldo Lépez Salinas, Leslie Thalia Orozco Vélez,
Gerardo Daniel Valle Trujillo, Eridani Ruibal Ortega and Juan Barbier Arizmendi, 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 Recommendation PT MSCI ESG Rating scale
FCFE18 01/03/2021 BUY $32.50 | cce | B | BB | BEB | A | A | AAA |
FCFE18 28/07/2020 BUY $26.50

| LAGGARD |  AVERAGE | LEADER |

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

FCFE18 21/04/2020 BUY $22.50
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