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Profitability pressures impact results

Wwww.banorte.com
@analisis_fundam

= Alfa fails to meet 2022 guidance, impacted by Alpek and Sigma’s .
. . . . . . Marissa Garza Ostos
weaknesses. Axtel is now registered as a discontinued operation but still Director of Equity Strategy
awaiting date to list 'Controladora Axtel' marissa.garza@banorte.com

= At the moment we see few near-term catalysts for the company, except

for the very attractive discount in the NAV at ~38%. We’ll be looking BUY
forward for the 2023 guidance which will be published tomorrow Current Price wio Axtel $12.71
NAV Theoric Value $20.64

Profitability pressures, above expectations, which will not be well received ,\Dﬂlz)fo_up,lti:sl’;r/:\ggﬂo el 16_40?51'1_1;{40
by the market. Alfa's results continued to reflect Axtel's operations spin-off, Market Cap (US$m) 33796
whose revenues and EBITDA fell 5.7% y/y and 2.5% y/y, respectively, but still Egirtes outstanding (m) 4532;
without clear news regarding the date on which 'Controladora Axtel' will start Daily tumover ($m) 82.7
trading. Meanwhile, on a consolidated basis, Alfa's revenues rose 6.9% y/y to \F/S'/Lé"étli?gAme”ics LT™ “ox
MXN 87.70 billion, but EBITDA fell 29.7% y/y to MXN 6.82 billion. Both PIE 5.4y
Alpek's and Sigma's figures were affected by significant profitability pressures. MSCI ESG Rating* BBB
Alpek's results were below expectations, with revenues increasing 8.4% y/y, but
EBITDA fell 34.2% y/y, due to the accelerated normalization in the quarter of Relative Performance to MEXBOL
Polyester margins, and with transportation costs decreasing significantly; and LT™

the also relevant decrease in Polypropylene reference margins, given the new
capacity that entered the market. In Sigma, revenues increased 5.4% yly,
supported by price adjustments in all regions with stable volume, but EBITDA
contracted 21.1% y/y due to high energy and raw material costs, mainly in
Europe. Alfa focused on strategic priorities in the face of the prevailing
challenges. The company continues to focus on strategically reinforcing
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operations at Alpek, with special emphasis on improving profitability at Sigma. Feb22 May22 Aug22 Nov22 Feb-23

Balance sheet strengthening remains a priority, with ND/EBITDA at 2.2x. MEXBOL ALFAA
Although the discount on Alfa's Net Asset Value, close to 38%, is extremely

This document is provided for the reader’s convenience

interesting, we remain attentive to the 2023 Guidance to be published tomorrow. only. The translation from the original Spanish version was
. made by Banorte’s staff. Discrepancies may possibly arise
While the lack of clear near-term catalysts could pressure the company’s stock between the original document in Spanish and its English
. . . . [ translation. For this reason, the original research paper in
price, until we have more clarity regarding profitability recovery. Spanishis the only official document. The Spanish version

was released before the English translation. The original
document entitled “ALFA: Presiones en rentabilidad
impactan resultados” was released on February 15, 2023.
Document for distribution among public

Financial Statements Valuation and financial metrics

2020 2021 2022 2023E 2020 2021 2022 2023E

Revenues 263,867 308,060 363,864 421,722 FV/EBITDA 5.0x 4.3x 4.0x 3.6x

Operating Income 17,566 25,283 32,504 41,127 P/E 16.1x 15.4x 5.4x 3.2x

EBITDA 32,597 41,050 43,391 51,770 P/BV 1.6x 1.6x 1.5x 1.0x
EBITDA Margin 12.35% 13.33% 11.93% 12.28%

Net Income 3,929 4,106 15,921 19,996 ROE 7.4% 7.5% 27.6% 23.2%

Net Margin 1.49% 1.33% 4.38% 4.74% ROA 1.5% 1.5% 5.8% 6.9%

EBITDA/ Interes exp. 5.4x 5.5x 7.5x 7.1x

Total Assets 256,156 269,107 275,447 288,097 Net Debt/EBITDA 2.9x 2.3x 2.2x 1.9x

Cash 32,144 30,979 21,813 26,317 Debt/Equity 2.4x 2.3x 2.0x 1.5x
Total Liabiliies 202,804 214,286 217,659 201,785
Debt 126,948 127,248 116,277 125,546
Common Equity 53,352 54,821 57,788 86,313

Source: Banorte.
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ALFA - Results 4Q22

Revenue & EBITDA Margin
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MXN, million MXN, million
Var % vs
Concept 4Q21 4Q22 Var % 4Q22e Estim.
Revenue 82,012 87,698 6.9% 102,465 -14.4%
Operating Income 4,430 3976 -10.2% 8040  -505% 100,000 1 154% 146 r
Ebitda 9,703 6,822 -29.7% 10309  -33.8% 95,000 - I
Net Income -3,705 -331 -91.1% 4,088 NA. r
Margins 90,000 - 8.3% 9.4% 7.8% |
Operating Margin 5.4% 4.5% -0.9pp 7.8% -3.3pp 85,000 - ' i
Ebitda Margin 8.3% 7.8% -0.5pp 10.1% -2.3pp I
Net Margin -4.5% -0.4% 4.1pp 4.0% -4.4pp 80,000 - r
EPS -$0.73 -$0.07 -91.1% $0.81 -108.1% 75,000 - I
70,000 T T T
Income statement (Million pesos) 4Q21 1022 2Q22 3Q22 4Q22
Year 2021 2022 2022 Change  Variation .
Quarter 4 3 4 % )3y % glg Revenue e EBITDA Margin
Net Revenue 82,011.9 98,288.9 87,698.2 6.9% -10.8%
Cost of goods sold 65,551.2 81,858.2 74,377.6 13.5% -9.1%
Gross profit 16,460.7 16,430.7 13,320.5 -19.1% -18.9%
General expenses 12,030.7 9,546.3 9,344.1 -22.3% 21% Net Income & ROE
Operating Income 4,430.0 6,884.4 3.976.4 -10.2% -42.2% MXN, million
Operating Margin 5.4% 7.0% 4.5% (0.9pp) (2.5pp)
Depreciation 2,375.5 2,250.3 2,367.3 -0.3% 5.2%
EBITDA 9,703.0 9,211.0 6,822.0 29.7%  -25.9% 6,000 - 28.0%
EBITDA Margin 8.3% 9.4% 7.8% (0.5pp) (1.6pp)
Interes income (expense) net (1,914.7) (2,291.2) (2,210.8) 15.5% -3.5% 4,000 - 19.7% 20.3% 3
Interest expense 1,355.7 1,715.0 1,674.8 23.5% -2.3% 2000 - |
Interest income 75.0 1425 177.2 136.4% 24.4% ! 10.5% 13.3%
Other income (expenses) (119.5) (199.6) (222.6) 86.3% 11.5% 0 . g . .
Exchange Income (loss) (514.5) (519.1) (490.7) -4.6% -5.5% /
Unconsolidated subsidiaries 36.2 19 (5.0) N.A. N.A. (2,000) - i
Income before taxes 2,551.6 4595.1 1,760.6 -31.0% 61.7% (4,000) - L
Income taxes 5,096.1 770.2 1,679.7 -67.0% 118.1%
Discontinued operations (634.2) (128.4) 113.7 NA. (6,000) -
Consolidated Net Income (2,544.5) 3,824.9 80.9 NA. -97.9% 4Q21  1Q22 2Q22  3Qz2 4Q22
Minorities 526.0 826.0 526.0 -36.3%
Net Income (37047) 28705 (331.4) -91.1% NA. Netincome ~ em===ROE
Net Margin -4.5% 2.9% -0.4% 4.1pp (3.3pp)
EPS (0.733) 0.568 (0.066) -91.1% N.A.
Balance Sheet (Million pesos)
Total Current Assets 1168866 1528167 1369457 172%  -10.4% Net Debt & Net debt to EBITDA ratio
Cash & Short Term Investments 30,9787 251089 218131 -29.6% -13.1% MXN, million
Long Term Assets 152,220.6 142,567.1 138,501.5 -9.0% -2.9%
Property, Plant & Equipment (Net) 84,731.1 84,494.9 82,576.6 -2.5% -2.3%
Intangible Assets (Net) 20,328.3 15,458.3 16,966.9 -16.5% 9.8%
Total Assets 269,107.1 2953838  275447.2 2.4% -6.7% 115,000 1
Current Liabilities 77,358.8 111,888.2 99,790.5 29.0% -10.8% 110,000 -
Short Term Debt 6,190.7 15,615.4 12,135.9 96.0% -22.3%
Accounts Payable 636422 733249 639064 04%  -12.8% 105,000 1
Long Term Liabilities 136,927.7 1239044  117,868.9 -13.9% -4.9% 100,000 -
Long Term Debt 121,057.1 109,546.1 104,141.0 -14.0% -4.9%
Total Liabilities 2142865 2357926 217,659.3 16%  1.0% 95,000 1
Common Stock 54,820.7 59,591.2 57,787.8 5.4% -3.0% 90,000 -
Preferred Stock 15,7373 17,487.6 15,846.6 0.7% -9.4% 85.000
Total Equity 39,0834 421036 419413 7.3% -0.4% ' 4021 ' 02 202 ' 302 ' 4022
Liabilities & Equity 269,107.1 295,383.8 275,447.2 2.4% -6.7%
Net Debt 962692 1000527 94,4638 -1.9% -5.6% Net Debt e Net Debt to EBITDA
Cash Flow (Million pesos)
Cash Flow from Operating Activities 32,174.2 19,828.4 31,323.4
Cash Flow from Investing Activities (11,199.0) (16,404.7)  (19,545.1)
Cash Flow from Financing Activities (16,288.9) (1,325.4)  (10,492.9)
FX effect on cash (1,109.9) (4,817.2) (7,170.3)

Source: Banorte, MSE
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Alfa’s Theoretical Value - NAV

ALFA’s Net Asset Value without Axtel

MXN, Thousands

«p BANORTE

Shares Clgrrirs: t Mkt Cap Participation Total Equity Debt Cash Net Debt
Alpek 2,107,247 $28.70 60,477,977 82.1% 49,646,371 43,946,409 6,319,428 37,626,981
Sigma 4,818,823 72,282,345 100.0% 72,282,345 47,574,000 13,208,000 34,366,000
Total 121,928,716 91,520,409 19,527,428 71,992,981
ALFA* 4,818,823 $12.71 61,239,901 116,276,891 21,813,108 94,463,783
Holding 24,756,482 2,285,680 22,470,802
Theoretical Price ALFA w/o
Axtel 99,457,914
Per share $20.64
Discount/Premium -38.4%

Source: Banorte, Alfa with 4Q22 figures. For Sigma we assumed a FV/EBITDA multiple of 8.0x, similar to the average of food companies in the local market.
Current

Shares Price Mkt Cap Participation Total Equity Debt Cash Net Debt
Axtel 1,982,424 $1.45 2,874,514 539%  1549,363| 11,881,084 1542831 10,338,253
Controladora Axtel 4,818,823 $0.32 1,549,363

Source: Banorte, Alfa with 4Q22 figures.

Operating results by Division

Alpek
MXN, million
4Q21 Margin 3Q22 Margin‘ 4Q22 Margin ‘ % yly ‘ % q/q
Revenue | 44,664 100.0% | 59,750  100.0% | 48,411 100.0% | 8.4% | -19.0%
EBITDA 5,578 12.5% 6,217 104% | 3,673 7.6% | -34.2% | -40.9%
EBITDA* | 6,227 13.9% 8,584 144% | 5,323 11.0% | -14.5% | -38.0%
*Inventory and non-operating (non-recurring) ganis/losses are excluded
Source: Alfa
Sigma
MXN, Million
Margin‘ 4Q22
Revenue | 36,682 100.0% | 38,025 100.0% | 38,674 100.0% | 5.4% 1.7%
EBITDA 4,171 11.4% 3,056 8.0% 3,290 85% | -21.1% | 7.6%
Source: Alfa
Axtel
MXN, Million
Margin‘ 4Q22
Revenue | 2812 100.0% 2,736 100.0% | 2,652  100.0% | -5.7% | -3.1%
EBITDA 824 29.3% 790 28.9% 803 303% | -25% | 1.6%

*Discontinued operation given Alfa’s spin-off at 3Q22
Source: Alfa
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Certification of Analysts.

We, Alejandro Padilla Santana, Juan Carlos Alderete Macal, Alejandro Cervantes Llamas, Manuel Jiménez Zaldivar, Marissa Garza Ostos, Katia Celina
Goya Ostos, Francisco José Flores Serrano, José Luis Garcia Casales, Victor Hugo Cortes Castro, José Iltzamna Espitia Hernandez, Carlos Hernandez
Garcia, Leslie Thalia Orozco Vélez, Hugo Armando Goémez Solis, Yazmin Selene Pérez Enriquez, Cintia Gisela Nava Roa, Miguel Alejandro Calvo
Dominguez, Daniela Olea Suéarez, José De JesUs Ramirez Martinez, Gerardo Daniel Valle Trujillo, Luis Leopoldo Lépez Salinas, Isafas Rodriguez Sobrino,
Paola Soto Leal, Daniel Sebastian Sosa Aguilar and Andrea Mufioz Sanchez, 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 MSCI ESG Rating scale

Stock Date Recommendation PT [ccc[B [ BB [BBB A [AA | AMA]
ALFA 02/15/2022 Buy $20.64 | LAGGARD | AVERAGE | LEADER |
ﬁt:zﬁ gzgggggg Sﬁz ggg; *The MSCI ESG Rating is an indicator that evaluates
ALFA 02/15/2022 Buy $21.01 ?Ersng?meefr;gsEnwronment, Society and Governance
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