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Telmex

Do not fight your competitors, become
their carrier!

Continuing the regional cover on Latin America, Unibanco is starting to look at Telmex,
the largest privately-owned company in Mexico and the largest wireline telecom
company in Latin America, with 15.1 million LIS (lines in service) compared to Telemar’s
14.9 million. Our recommendation is to BUY, with a target price of US$43.30 and
MXP$22.50.

Telmex, which had been state-owned as from 1972, was privatized in November
1990 and is now owned by Carso Global Telecom, part of the Carso Group, which
also controls companies in the retail, tobacco, media, data transmission and mobile
telephone segments, and in other industries as well.

The company is listed on the Mexican, New York, Nasdaq and Latibex stock exchanges.
Free-float is 58%. The Carso Group holds 72.5% of the AA shares, with voting rights,
and 33% of the total capital. Southwestern Bell Corporation - SBC - has 23.5% of the
AA shares with voting rights and 7.7% of the total capital.

Telmex operates in the Mexican market as a carrier of carriers and holds a 95% share
of the local market and 97% of the traffic volume. In the National Long-distance (NLD)
market Telmex has a 73% market share, whereas in the International Long-distance
(ILD) segment it accounts for 65% of the market. The predominance of the incumbent’s
cash cow is indisputable.

Just like Telemar in Brazil, therefore, Telmex is also the most heavily-traded share on
the local stock exchange. With sales of US$10.8 billion, it is also the second largest
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1. Investment Case

This is the main issue: is there room for profitable growth
in Mexico? The answer to this question is not trivial.

There are three known ways for improving the revenues of
a telecom company. The first one is by expanding the user
base; the second one is broadening the scope of services
rendered and the third one consists of increasing tariffs.

Having analyzed Telmex, we came to the conclusion that
raising tariffs would be difficult, given that this would not
be compatible with current circumstances and
macroeconomic indicators. To provide further support for
our thesis, we compared the price of services in the two
largest Latin American countries. In our study, we took into
account the fact that GNP (Gross National Product) per
capita as measured by PPP (Purchasing Power Parity)
stands at US$ 8,240 for Mexico, vs. a GNP per capita of
US$ 5,530 (a ratio of 1.49x), whereas the current ARPU in
US dollars for Mexico is US$ 65.00. Thus, the current
Mexican ARPU in PPP terms is US$ 96.8. On the other
hand, the GNP per capita measured through PPP for Brazil
is US$ 7,070, vs. a GDP per capita of US$ 3,070 (a ratio of
2.3x). Therefore, the current Brazilian ARPU in dollars is
US$ 24.00, or US$ 55.2 in PPP terms. Consequently, in
real terms, Mexican tariffs are 75% more expensive
than the Brazilian ones relative to GNP per capita as
measure by PPP.

If we compare the Mexican wireline tele-density (17%) to
that of Brazil (23% LIS; 29% Installed Capacity), we find

that there is a substantial gap, providing optimists with an
argument as to why Mexican networks should grow,
although this would be subject to an improvement in
macroeconomic variables.

On the other hand, in Brazil, which is clearly no longer a
growth case (we rocketed to the current 84 million lines
from 23 million in 1998), the number of wireline terminals
has no room for growth, whereas tariffs, in real terms, have
lagged behind.

The conclusion, therefore, is that Mexico does not offer
the conditions necessary to increase tariffs, so that tele-
density growth is dependent on macroeconomic variables
improving, which in turn could lead to higher purchasing
power among the lower-income families that do not yet
have a telephone. In Brazil, however, growth is connected
with tariff increases, given that the networks are unlikely
to expand significantly from now on.

A major stress test for Telmex would be a scenario in which
the ARPU is a given and the number of lines in service
rises modestly. Admitting this hypothesis, we ran our model
assuming an increase in the number of lines in service of
the order of 0.5% per quarter up to 2004 and 2% per year
as from 2005, reaching 2013 with an estimate of 18.5
million lines in service (in other words, with a growth of
slightly more than 22% in a decade), which generates a
fair equity of US$ 26.9 billion and, even so, an upside of
36% over the current price.
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2. Valuation

Discounted cash flow.

We discounted cash flow for a ten-year period by an
average WACC of 12% (in reals, including an exchange
rate devaluation of 1% per annum) and perpetuity growth
of 3% per annum. At the end of 2Q03 the company had
net debt of US$4.9 billion, corresponding to a 43% Debt/
Total Capital ratio. Our valuation results in a fair equity of
US$26.9 B for Telmex or the equivalent of US$43.3 per
ADR, or MXP$22.5 per share. We also analyzed the
sensitivity of our discounted cash flow (DCF) model to
various discount rates between 10% and 14% and to

different future growth rates of between 2% and 4%. For
all these alternatives the target price is always greater
than the current price of the share as quoted on the stock
market. In the worst case scenario (practically non-viable)
in which the discount price is the highest, 14%, and future
growth is the lowest, 2%, the target price reaches
MXP$17.6 per share, offering an upside of 7%, always
keeping in mind that inflation estimates are 3% a year in
the long term.

MXP$ MM 2003 2004 2005 2006

Net Sales 112,603

116,496 119,308 122,189

2007 2008 2009 2010 2011 2012 2013

125,142 128,167 131,267 134,443 137,697 141,032 144,449

Operating profit 37,521 39,144 40,650 42,182 43,742 45331 47,023 48751 50,513 52,312 54,148
(+) Depreciation, Amort. 19,258 19,158 18,967 18,777 18,589 18,403 18,219 18,037 17,857 17,678 17,502
Ebitda 56,779 58,302 59,616 60,959 62,331 63,734 65,243 66,788 68,370 69,990 71,650
() Corporate tax on Ebit 11,938 11,339 11,536 11,998 12,418 12,869 13,376 13,919 14,498 15,115 15,773
() Working capital investment 6,344 1,743 1,485 1,395 1455 1518 1,583 1,651 1,721 1,793 1,868
() Fixed capital investment 11,600 13,979 13,124 13441 13,766 14,098 14,439 14,789 15147 15514 15,889
Cash flow from operations 26,896 31,241 33472 34,126 34,693 35248 35843 36,429 37,005 37,569 38,120
10.0% 427,806 50,864 376,942 30.4 Corporate value 330,087
11.0% 372,486 50,864 321,622 25.9 () Net Debt 50,864
12.0% 330,087 50,864 279,223 225
13.0% 296,522 50,864 245,658 19.8 Equity value MXP$(MM) 279,223 uUss$ 26,877
14.0% 269,267 50,864 218,403 17.6

Number of shares 12418.46 620.923

Target price per share MXP$  22.5
Current Price 16.5
36.3%

Target US$ 43.3
30.79

Upside 40.6%




Valuation per multiples

EV/EBITDA: As a standard for comparison purposes, we
used incumbent wireline companies (coming out of the former
state systems) in Latin American, Europe and the United
States. The average EV/EBTIDA ratio of the sector is 6.45.
We consider the current trading ratio to be fair; therefore,
taking as a discount the potential upside offered by the ratio
of the other companies, we arrive at a fair equity for Telmex of
US$30.2 billion, the equivalent of US$48.6 per ADR and
MXP$25.3 per share, representing 53% upside.

MKT Cap. MXP$ 204,905
Current EV/Ebitda 45
EV/Ebitda 04 4.4
Fair EV/Ebitda Ratio 6.45
Fair Corporate Value MXP$ 366,224.81
Net Debt 03 (e) 50,864
Fair Equity Value MXP$ 313,783
Number of Shares 12,418
Fair Target MXP$ 25.27
Current Price 16.5
Upside MXP$ 53.1%
Fair Target US$ 48.60

Firm Value/Terminal: for this analysis we used the same
companies and arrived at MXP$22.500 per terminal, the
current value for foreign companies. We assumed this to
be the fair value for the Firm Value/Terminal ratio, creating
an upside of 40%, a target price of US$44.4 and
MXP$23.1 per share, and a Fair Equity of US$27.6 billion.

Lines in Service 15,065.356
MKT Cap. MXP$ 204,905
Current EV/Terminal MXP$ 17,082

Current EV/Terminal USD$ 1,643

Fair EV/Terminal Ratio MXP$ 22,500
Fair Corporate Value MXP$ 338,971
Net Debt 03 (e) 52,442
Fair Equity Value MXP$ 286,529
Number of Shares 12,418
Fair Target MXP$ 23.1
Current Price 16.5
Upside 39.8%
Fair Target US$ 44.4
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3. Profile of the Mexican Market

Privatization of the telecommunication sector, which had
been state-controlled since 1972, took place in November
1990.

Currently Mexico has 18.5 million wirelines installed and 26
million mobile lines. Considering a population of nearly 100
million people in the whole country, wireline tele-density (LIS
- Lines in Service) is nearly 17%, while mobile tele-density is
26%. There are those in the market who bet that once the
macro-economic variables improve wireline tele-density in
Mexico will have the potential to rise to 30%, whereas in the
mobile sector this potential is limited to approximately 40%.
Only time will tell.

The pillars of wireline service in Latin America are Telmex in
Mexico (15.1 million LIS) and the companies that came out
of the Telebras system in Brazil: Telesp Wireline (12.4 million
LIS), Brasil Telecom (9.7 million LIS) and Telemar (14.9 million
LIS). Telmex has once again taken over the lead in size in
the continent.

Telmex operates in the Mexican market as a carrier of carriers
and has a 95% share of the local market and 97% of the
traffic volume. In the National Long-distance (NLD) market

Telmex has a 73% market share. In the International Long-
distance (ILD) segment it accounts for 65% of the market.

Its competitors are:

* Maxcom - owned by investors such as Bank of America,
BankBoston, Latinvest, Bachow, CT Communications and
the Aguirre Gémez family.

* Alestra - owned by BBVA Bancomer and AT&T

* Avantel - owned by Banamex and MCI

+ Pegaso - owned by Telefénica S.A., TV Azteca and the
Salinas family.

* Axtel - owned by investors such as AIG, GE, Nortel,
MetLife and WorldTel

The CLECs (Competitor Local Exchange Carriers) have to
focus their strategies on high value added segments,
maintaining their margins of return instead of trying to fight
for market share with Telmex, which will cost them dearly
and not allow them to grow profitably and receive the resultant
payback on the investments they have made. The
predominance of Telmex’s cash-cow over the last few years
guarantees its ability to stay ahead of the competition not
only as far as financial indicators are concerned but also in
market share.

Mexico
Telmex 15,065

Peru

Telefonica del Peru 1,926

Chile
CTC 2,651

UNIBANCO

Venezuela

Brazil

Telemar 14,901
Telesp 12,786

Brasil Telecom 9,595

Argentina
Telefonica de Argentina SA 4,222



The mobile phone market in Mexico has 26 million lines. The
main operator is TelCel (a company originating in 2001 from
a spin-of from Telmex itself), which has a 76% market share,
or 21 million customers, operating with TDMA and GSM
technology (at a frequency of 1.9ghz). Right behind comes
Pegaso with almost 3.5 million customers using CDMA and

America Movil (Subscribers by conuntry) Total 36 Million

Tracfone
2,429

Mexico

TelCel 21,307 Guatemala

Telgua 754

Ecuador
Conecel 1,157

Colombia = 3
Comcel 3,518 4

GSM. The third company is Unefon, with 1.2 million customers,
operating with GSM. This particular moment in time merits
special attention because for the first time TelCel will come
up against a real competitor, in the shape of Pegaso (and
other companies operating under the umbrella of the
Telefonica S.A Group), using the brand name Movistar.

= o=
Nicaragua =

J/ Brazil
Tel. Americas 6,669

Argentina
CTI* 1,200

*rights to purchase controlling interest
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4. Company profile

Telmex, which had been state-owned as from 1972, was
privatized in November, 1990 and today is owned by Carso
Global Telecom, part of the Carso Group, which also controls
companies in the retail, tobacco, media, data transmission and
mobile telephone segments, and in other industries as well.

The company is listed on the Mexican, New York, Nasdaq
and Latibex stock exchanges. Free-float is 58%. The
controlling group comprises the Carso Group (72.5% of the
AA shares, with voting rights and 33% of the total capital) and
Southwestern Bell Corporation - SBC - (23.5% of the AA
shares with voting rights and 7.7% of the total capital).

Carso Global SBC Others
Telecom International
68.9% Voting 22.0% Voting 9.1% Voting
33.0% Total 7.6% Total 59.4% Total
TELMEX

When it was privatized the company had wireline and mobile
phone services under its umbrella. In 2001 the mobile phone
activities were spun off and America Movil was set up. This is
also owned by the Slim family, via America Telecom, which
holds 65% of the voting shares and 33% of the capital. SBC
also controls the mobile phone operations, with 25% of the
voting shares. The company’s free-float is 59%.

América SBC Others
Telecom* International (Free-Float)
64.7% Voting 25.0% Voting 10.3% Voting
33.6% Total 7.6% Total 58.8% Total
América Movil
S.A

*America Telecom is owned by Carso Group

The company has again become the largest wireline
business in Latin America, with 15.1 million LIS compared to
Telemar’s 14.9 million. So just like Telemar, Telmex’s shares
are also the most heavily traded ones on the local stock
exchange. With sales of US$10.8 billion, it is also the second
largest company in revenue terms in Mexico, after Pemex.

As mentioned above, Telmex operates in the Mexican
market as a carrier of carriers and has a 95% share of the
local market and 97% of the traffic volume. In the National
Long-distance (NLD) market Telmex has a 73% market
share, while in the International Long-distance (ILD)
segment it accounts for 65% of the market. Its competitors
are: Maxcom, Alestra, Avantel, Pegaso and Axtel. The good
thing for the shareholder is that the market in the country
is already open and the company continues to be
predominant. In fact, when it became the carrier for its
competitors, it increased their dependency on the company
by transforming them into customers.

At present, the company has 122,000 ADSL customers. Much
more than a value added service, this has shown itself to be
an instrument for ring-fencing its customer base and also for
protecting against traffic "drain".

The company’s cash generation capability is also very great
- US$5.6 billion and with a margin greater than 50%; this is
therefore undoubtedly a "safe harbor". Telmex’s net debt at
the end of the second quarter of 2003 was US$4.9 billion,
which yields a net debt/EBITDA 2003 (est.) ratio of 0.88x.

60,000
50,000
40,000
30,000
20,000
10,000

Source: Unibanco
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5. Future

Lines in service

We foresee that the company will reach 2005 with 15.7 million
revenue-generating lines. Obviously the accuracy of our
estimate will depend on factors other than the company’s
own corporate activities, such as improvements in the

country’s social, economic and financial circumstances. In
any event we believe that this forecast is somewhat
conservative and that the number of lines in service will
exceed this number.

19000 + 18,551
18,188
18000 T 15
17,139
17000 16473 16808
16,150
16000 4 I
15,216

15000 71 14 446
14000
13000
12000 | : : : ‘ ‘ ‘

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

ARPU (Average Revenue per User)

Here it is important to underline that the company finds itself
somewhat limited as far as its possibility of increasing tariffs
is concerned. Moreover, growth in the user base will probably
mean a weighted drop in its ARPU, since when we separate
the company into segments those customers who are
potentially the most interesting ones are already being
serviced. In fact, over the last two years there have been no

tariff increases in the country. When we realize that the
company’s ARPU is some US$65.00, we can see an
enormous gap in comparison with other countries like Brazil,
for example, where the ARPU is roughly US$24.00, or
countries in Western Europe, with ARPUs of US$51.00.
Therefore, although we recognize that the present ARPU
is strong, we see no future upside.

Revenues in 2002 Avg Lines in Service ARPU ARPU
(local currency) (local currency) (USD)/month

France Telecom 28,892 44,722 53.84 50.94
British telecom 18,447 29,233 52.59 84.14
Telecom ltalia 17,022 27,248 52.06 49.25
Telefonica 10,272 20,913 40.93 38.73
SBC 38,392 58,308 54.87 54.87
Verizon 40,765 58,097 58.47 58.47
Telmex 111,906 13,909 670.46 69.35
Brasil Telecom 7,071 9,052 65.10 22.21
Telesp 10,088 12,561 66.93 22.83
Telemar 11,496 14,984 63.93 21.81
CTC 594,000 2,705 18,300 26.53
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Tariff Differences and Cannibalization

If we further consider that in Brazil one wireline pulse, or
three minutes, costs on average R$0.09 (nine cents of a
Real) we conclude that one minute is worth R$0.03 (three
cents of a Real) or US$0.01 (one US cent). In Mexico wireline
costs are not charged per minute but per call. The average
call time is 5 minutes. The first 100 calls are already included
in the monthly account of MXP$198.00. Extra calls cost
MXP1.50 (One peso, fifty cents). Thus, every extra minute
costs MXP$0.30 (thirty cents of a peso) or US$0.03 (three
US cents). Therefore, the average cost per minute of
wireline services in Brazil corresponds to a third of the
cost in Mexico.

In the case of mobile phone companies, this tariff imbalance
is almost non-existent, since one minute of mobile phone
calls in Mexico costs roughly MXP$2.60 (two pesos and sixty
cents) or US$0.26 (twenty six US cents). In Brazil, one minute
of mobile phone calls can cost as much as R$0.70 (seventy
cents of a Real) or US$0.23 (twenty three US cents). In the
case of mobiles there is a certain tariff equity between the
two countries.

The tariff gap between wireline and mobile is very large. In
the case of Mexico, the difference between the average cost
per minute of wireline and mobile services can reach eight
times, but may be less depending on the customers’ tariff
plan. In Brazil this difference can be as high as 23 times.
There is a historical explanation for this. The fact is that when
the business cases for mobile phone companies in Brazil
were made, a very significant part of their revenue was

attributed to interconnection charges - TUM and VUM. To
this day, in some cases, half of the revenue of the operators
comes from this segment and there is no way of reducing the
charges for using the mobile network very much. In fact, the
aim is to make the business platforms profitable and reach
levels of return on invested capital (ROIC) in line with the
companies’ respective cost of capital (WACC). Therefore
we defend the argument that mobile-wireline
cannibalization is inevitable, although in the case of Brazil
it will most likely be slower than in places such as Mexico
and some countries in Western Europe.

Interconnection

Telmex has a great advantage over Brazilian companies in
the interconnection segment. In reality, the wireline
incumbents in Brazil simply pass on the interconnection
charges to the mobile phone companies without practically
any mark-up. In Mexico it is a little different, because when
they pass over the revenue from the wireline-mobile
interconnection to the mobile phone operators, Telmex keeps
part of this revenue. On average, out of every MXP$2.50 that
should be passed on to the mobile operators, Telmex keeps
MXP$0.60, i.e. a 24% margin. In Brazil, where wireline-
mobile interconnections accounts for almost a quarter of the
revenue, if this type of situation were to arise it would be a
very strong trigger for wireline company shares, although for
historical reasons, we cannot see this possibility materializing
in the foreseeable future.

Company Currency Fixed-Mobile (net revenue)
Telemar* Real 0.4642
Brasil Telecom* Real 0.4522
Telesp Real 0.4166
Telmex Mexican Peso 25

Interconnection Gross Profit Gross Margin

0.3856 0.0786 16.9%
0.3609 0.0913 20.2%
0.3296 0.087 20.9%

1.9 0.6 24.0%

*Considering interconnection tariffs of Band A operators in Rio de Janeiro(Telemar) and Brasilia (Brasil Telecom)

**From the Brazilian companies we have to discount the tax, which in some cases leads to negative margins



Margins

Of all the wireline incumbents in Latin America, Europe and
the United States, Telmex stands out because of its ability to
maintain very strong operating margins. Its EBITDA margin
has been above 50% for a very long time and the long-term
tendency does not indicate any significant drop, since the

domestic market has already got over the stage of opening
up to competition and the company has established itself as
the carrier of carriers. For the future we forecast that the margin
will stay close to 50%.

80000 + 0.506
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69,990 :
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63,734 09243 — ]
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I~ -%0%
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'04——0—--0%-_._; Q9 o-5a0 .,
30000 1 -30%— 1o 5094 0.496
20000 | 1 0.494
10000 + 1 0.492
0 } } } } } } } } } } 0.49
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C—IEBITDA MXN$(MM)
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Free Cash Flow

The company should achieve free cash flow of nearly US$2.5
billion in 2003. This is a very comfortable position. The Net
Debt/EBITDA ratio is also very comfortable, given that it does
not reach 0.9. Interest cover (cash generation / interest) is

10

more that 9 times. Over the next few years the company will
have free cash flow that will leave it no alternative but to
increase its dividend payout policy.
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Capital expenditure and acquisitions

The company has shown itself to be fairly mature when it
comes to taking decisions about new acquisitions and
projects. The perception is that the quest for opportunities
that add value to the consolidated company always exist,
although it must be guided by coherent decision variables.
In terms of acquisitions, the company’s focus seems to
be very much more on operations that are small in size
but offer major potential, such as those in neighboring
countries that are undergoing privatization. For 2003, we
have worked with a level of investment of nearly US$1.1

billion, i.e., slightly more than 10% of revenue. This means
capex should not be a source of major worry. Something
that is worth underlining also is that 41% of the population
of the country lives in its seven largest cities. In other words,
given an outlook of macro-economic indicator improvement,
potential capex necessary for significantly increasing tele-
density would be reasonably modest because of the
geographic concentration and the pre-existing presence of
the company network in those localities.

17,000
16,000 -

15,000 -
13,979

14,000 - 13,441
13,124

13,766

13,000 -

12,000 - 11,600

11,000 J

10,000 - ‘

2003 2004 2005 2006 2007

2008 2009 2010 2011 2012 2013

Other Cities
59%

7 Largest
Cities 41%

Monterrey
6%

Guadalajara
4%

Puebla
3%

Mexico City
22%

Tijuana
2%

Vera Cruz
2%

Ciudad Juarez
2%
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6. Regulatory Context

The regulatory context in the country is not the issue it has
recently become in Brazil. Cofetel (the regulatory agency)
relies on the self-regulation prerogative of the markets
where competition has already started. That means that in
markets where there is already competition prices tend to
self-regulate without the need for any interference from an
external mediator, since companies tend to optimize the
delicate balance between charging the most they can while
reducing to a minimum the number of bad payers and loss
of traffic volume.

There is no way to introduce tariff adjustments in the current
recessionary macro-economic situation. Over the last two
years the legally permitted tariff adjustments were not

introduced because it was believed that the average person
in the population had no way of living with such an increase
in their expenses.

Taxes are also not an issue, as they are in Brazil, where rates
(collected in a "hidden" way) are in excess of than 40%. The
IVA rate is 15% on revenue.

In the specific case of Telmex the CLEC companies (new
entrants) ended up becoming customers of the carrier,
something that favors a competitive situation that allows other
players to survive without the need to get into a destructive
price war.
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7. Annexes

2001
Local 55,408
Long-Distance 40,086
Long-Dist. (DLD) 30,127
International 9,959
Interconnection 15,546
Other 6,252

Net Rev. in MXN$ (000) 117,292
Net Rev. in US$ (000) 11,278

2002

53,190
38,056
28,900
9,474
15,560
5,736
111,906

10,760

1Q03

12,905
9,524
7,519
2,005
4210
1,088

27,677

2,661

2Q03

13,027
9,519
7,416
2,103
4,345
1,059

27,950

2,688

3Q03

13,216
9,529
7,423
2,105
4,432
1,080

28,257

2,717

4Q03 2003 1Q04

13,605 52,653 13,572
9,538 38,110 9,538
7,431 29,789 7,431
2,107 8,320 2,107
4,543 17,530 4,543
1,134 4,311 1,146

28,720 112,603 28,799

2,762 10,827 2,769

2Q04

13,708
9,586
7,468
2,118
4,543
1,163

28,999

2,788

3Q04 4Q04

13,776 13,914

9,634 9,682
7,505 7,543
2,128 2,139
4,588 4,726
1,180 1,198

29,178 29,520
2,806 2,838

2004

54,971
38,439
29,947
8,492
18,399
4,686
116,496

11,202

2005

56,345
39,208
30,546
8,662
18,951
4,803
119,308

11,472

2006

57,754
39,992
31,157
8,835
19,520
4,923
122,189

11,749

2007

59,198
40,792
31,780
9,012
20,105
5,047
125,142
12,033

2008

60,678
41,608
32,416
9,192
20,709
5173
128,167
12,324

2009

62,195
42,440
33,064
9,376
21,330
5,302

131,267

12,622

2010

63,749
43,289
33,725
9,564
21,970
5,435
134,443

12,927

2011

65,343
44,155
34,400
9,755
22,629
5,570
137,697
13,240

2012

66,977
45,038
35,088
9,950
23,308
5,710
141,032
13,561

2013

68,651
45,939
35,789
10,149
24,007
5,852
144,449
13,889
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Operating Expenses
COGS
Sales and SG&A

Intercon (fixed-mobile)

Financial Expenses

Income Tax

Participations

Depr. & Amortization

Oper.income MXN$(MM)
EBITDA MXN$(MM)
EBITDA US$(MM)

EBITDA Margin

Net Profit MXN$(MM)
Net Profit US$(MM)
EPS MXN$

EPS US$

EPADR US$

2001
72,273
25,546
18,115

10,370

(2,540)
17,191

(455)

18,242

45,019
63,261
6,083
53.9%

24,833
2,388
2,000
192.3

3.85

2002
73,243
25,649
16,547

11,479

(6,470)
13,327

(252)

19,568

38,663
58,231
5,599
52.0%

25,588
2,460
2,060
198.1

3.96

1Q03
18,365
6,409
4,079

2,952

(1,683)
2,621

(36)

4,925

9,312
14,237
1,369

51.4%

4,972
478
400

38.5
0.77

2Q03
18,688
6,625
4,270

3,039

M
3,906

(63)

4,754

9,262
14,016
1,348
50.1%

6,204
597
500

48.0
0.96

3Q03
18,889
6,675
4,291

3145

(1,275)
2,670

(88)

4,778

9,367
14,145
1,360
50.1%

5,334
513
430

41.3
0.83

4Q03
19,140
6,775
4,356

3208

(1,273)

2,741

(89)

4,802

9,579
14,381
1,383
50.1%

5,476
527
441

424

0.85

2003
75,083
26,483
16,996

12,345

(3,321)
11,938

(276)

19,258

37,521
56,779

5,460
50.4%

21,986
2,114
1,770
170.2

3.40

1Q04
19,252
6,809
4,377

3,240

(1,231)

2,744

(88)

4,826

9,546
14,372
1,382
49.9%

5,483
527
441

425

0.85

2Q04
19,316
6,843
4,399

3272.8

(1,185)
2,804

(89)

4,802

9,683
14,484
1,393
49.9%

5,605
539
451

434
0.87

3Q04
19,381
6,877
4,421

3305.5

(1,185)
2,842

(90)

4,778

9,797
14,575
1,401
50.0%

5,681
546
457

44.0
0.88

4Q04
19,402
6,883.82
4,425.80

3338.5

(1,182)
2,949

(92)

4,754

10,118
14,872

1,430
50.4%

5,896
567
475

45.6
0.91

2004
77,352
27,412
17,624

13157.1

(4,783)
11,339

(358)

19,158

39,144
58,302

5,606
50.0%

22,663
2,179
1,825
175.5

3.51

2005
78,658
28,097
17,977

13,618

(5,692)
11,536

(383)

18,967

40,650
59,616

5,732
50.0%

23,038
2,215
1,855
178.4

3.57

2006
80,007
28,800
18,336

14,094

(5,826)
11,998

(396)

18,777

42,182
60,959

5,861
49.9%

23,962
2,304
1,930
185.5

3.71

2007
81,400
29,520
18,703

14,588

(6.112)
12,418

(412)

18,589

43,742
62,331

5,993
49.8%

24,800
2,385
1,997
192.0

3.84

2008
82,836
30,258
19,077

15,098

(6,334)
12,869

(427)

18,403

45,331
63,734
6,128

49.7%

25,701
2,471
2,070
199.0

3.98

2009
84,243
31,014
19,458

15,551

(6,488)
13,376

(441)

18,219

47,023
65,243
6,273

49.7%

26,717
2,569
2,151
206.9

4.14

2010
85,692
31,790
19,848

16,018

(6.572)
13,919

(455)

18,037

48,751
66,788
6,422

49.7%

27,804
2,673
2,239
215.3

4.31

201
87,184
32,584
20,245

16,498

(6,580)
14,498

(469)

17,857

50,513
68,370
6,574

49.7%

28,966
2,785
2,333
2243

4.49

2012
88,720
33,399
20,649

16,993

(6,509)

15,115

(481)

17,678

52,312
69,990

6,730
49.6%

30,208
2,905
2,432
233.9

4.68

2013
90,301
34,234
21,062

17,503

(6,352)

15,773

(492)

17,502

54,148
71,650

6,889
49.6%

31,532
3,032
2,539
2441

4.88



2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Net Sales 112,603 116,496 119,308 122,189 125,142 128,167 131,267 134,443 137,697 141,032 144,449
Operating profit 37,521 39,144 40,650 42,182 43742 45331 47,023 48751 50513 52312 54,148
(+) Depreciation, Amort. 19,258 19,158 18,967 18777 18589 18403 18219 18037 17,857 17,678 17,502
Ebitda 56,779 58302 59,616 60,959 62,331 63734 65243 66,788 68370 69,990 71,650
(-) Corporate tax on Ebit 11,938 11339 11,536 11,998 12,418 12,869 13376 13919 14498 15115 15773
(-) Working capital investment ~ 6,3%4 1,743 1485 1,395 1455 1518 1583 1651 1721 1,793 1868
(-) Fixed capital investment 11,600 13,979 13,124 13,441 13766 14,098 14439 14789 15147 15514 15889
Cash flow Operat. MXP$ 26,896 31,241 33,472 34,126 34,693 35,248 35,843 36,429 37,005 37,569 38,120

2586 3,004 3218 3281 3336 3389 3446 3,503 3558 3612 3,665
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UNIBNANCO

Unido de Bancos Brasileiros S.A.

Sao Paulo - Brasil
Av. Eusébio Matoso, 891 - 182 andar
05423-901 Sao Paulo, SP - Brasil

Equity sales

Rodrigo Campos (55 11) 3097-4852
rodrigo.campos @ unibanco.com.br

Juvenal das Neves (55 11) 3097-1033
juvenal.neves @ unibanco.com.br

Equity trading
Sao Paulo
Cristiano Soares
cristiano.soares @ unibanco.com.br
Leonardo Giersztajn
leonardo.giersztajn @ unibanco.com.br
Daniel Castelleoni
daniel.castelleoni @ unibanco.com.br
Danuse Corradi
danuse.corradi@unibanco.com.br

(55 11) 3097-1033

Rio de Janeiro
Marcos Adelmo
marcos.adelmo @ unibanco.com.br

(55 21) 3284-7702

Fixed income sales

Alberto Sansiviero Jr. (55 11) 3097-1512
alberto.sansiviero @ unibanco.com.br
Bernardo Aleluia (55 11) 3097-4993
bernardo.aleluia @ unibanco.com.br

Analivia Lacerda (55 11) 3097-1512
analivia.lacerda @ unibanco.com.br

Luiz Camarinha (55 11) 3097-1512
luiz.camarinha @ unibanco.com.br
Alexandre Schmitz (55 11) 3097-1512
alexandre.schmitz @ unibanco.com.br

Fixed income trading

Sao Paulo (55 11) 3097-1858
Alexandre Low

alexandre.low @ unibanco.com.br

Isaias Militédo

isaias.militao @ unibanco.com.br

Carlos Hassui
carlos.hassui@unibanco.com.br
Fernando Chacur

fernando.chacur@ unibanco.com.br

BMF trading
Roberto Motta (55 11) 3097-1035
roberto.mota @ unibanco.com.br

Unibanco Securities Limited
London - UK
Tower 42 - 25, Old Broad st. - 2™ floor
London EC2N 1HQ - UK

Equity sales

JPTucci (44 20) 7877-0134
joao.tucci@unibanco.com.br

Fixed income sales

Rodrigo Rocha (44 20) 7877-0130
rodrigo.rocha @ unibanco.com.br

Bruno Magalhdes (44 20) 7877-0130
bruno.magalhaes @ unibanco.com.br

Unibanco Securities Inc.
New York - USA
65 East 55th Street - 29" floor
New York, NY 10022 - USA

Equity sales

Leonardo Taves (1 212) 207-9428
leonardo.taves @ unibanco.com.br
Carlos Maggioli (1 212) 207-9406
carlos.maggioli @ unibanco.com.br

Fixed Income Sales

Mathias Dias (1 212) 207-9404
mathias.dias @ unibanco.com.br
Julia Chen (1 212) 207-9401

julia.chen@unibanco.com.br

Unibanco Research

Chief Economist
Alexandre Schwartsman (55 11) 3097-4095
Macroeconomic research
Darwin Dib

Andrei Spacov

Mauricio Oreng

Adriano Lopes

(55 11) 3097-4863
(55 11) 3097-4525
(55 11) 3097-4822
(55 11) 3097-4108

darwin.dib@unibanco.com.br
andrei.spacov @ unibanco.com.br
mauricio.oreng @ unibanco.com.br
adriano.lopes @ unibanco.com.br

Head of research

Pedro Bastos (55 11) 3097-4064 pedro.bastos @ unibanco.com.br
Equity research

Capital goods and banking

Carlos Albano (55 11) 3097-1429
Electric utilities and water

Sergio Tamashiro (55 11) 3097-4074
Consumer goods
Basilio Ramalho

carlos.albano @ unibanco.com.br
sergio.tamashiro @ unibanco.com.br

(55 11) 3097-4928 basilio.ramalho @ unibanco.com.br

Rosa Park (55 11) 3097-4425 rosa.park @ unibanco.com.br
Mining, steel
Katia Brollo (55 11) 3097-4291 katia.brollo @ unibanco.com.br

Oil and gas, chemicals

Cleomar Parisi Jr. (55 11) 3097-4169 cleomar.parisi @ unibanco.com.br
Carlos Albano (55 11) 3097-1429  carlos.albano@unibanco.com.br
Natalia Kerkis (55 11) 3097-1162 natalia.kerkis @ unibanco.com.br
Telecom mobile

Raphael Biderman (55 11) 3097-1675 raphael.biderman @ unibanco.com.br
Luis Fernando Azevedo (55 11) 3097-4166 luis.azevedo @ unibanco.com.br

Telecom wire
Edigimar (Max) Maximiliano (55 11) 3097-1527
Luis Fernando Azevedo (55 11) 3097-4166

edigimar.maximiliano @ unibanco.com.br
luis.azevedo @ unibanco.com.br

Fixed income research
Eduardo Freitas

Juliana Centurion Braga
Fernanda Guimaraes

eduardo.freitas @ unibanco.com.br
juliana.braga @ unibanco.com.br
fernanda.guimaraes @ unibanco.com.br

(55 11) 3097-4938
(55 11) 3097-1349
(55 11) 3097-4114

Fax: (55 11) 3097-1725 or (55 11) 3032-2392 E-mail: unibancoresearch@ubb.com.br

This material has been prepared by Unibanco - Unido de Bancos Brasileiros S.A. ("Unibanco"), on behalf of itself and its
affiliates, for distribution to persons who are not private customers, and shall be distributed (a) in Brazil and other
countries, except the US and countries in Europe, by Unibanco, regulated in Brazil by the Brazilian Central Bank and
Comissao de Valores Mobiliarios, (b) in the US by Unibanco Securities Inc., a member of the National Association of
Securities Dealers, Inc., and (c ) In Europe by Unibanco Securities Limited, regulated in the UK by the Financial Services
Authority ("FSA"). Research material distributed through Unibanco Securities Limited will only be directed at Market
Counterparties and Intermediate Customers and not to Private Customers as defined by the FSA. The information and
opinions contained in this material have been compiled or arrived at based on information obtained from sources believed
to be reliable and in good faith. Such information has not been independently verified and no guarantee or representation
or warranty, express or implied, is made by Unibanco or any of its affiliates, as to the fairness, accuracy, completeness
or correctness of such information and opinions. All such information and opinions are subject to change without notice.
This material is for information purposes only, descriptions of any company or companies or their securities mentioned
herein are not intended to be complete and this material is not, and should not be construed as, an offer, or a solicitation
of an offer, to buy or sell any securities or other financial instruments. Unibanco and/or its affiliates, their executive
officers, representatives or employees, may have a long or short position in any of the securities or related securities or
other financial instruments mentioned in this material or of the company or companies described herein at any time and
may make a purchase and/or sale, or offer to make a purchase and/or sale of any such securities or other financial
instruments from time to time in the open market or otherwise in each case as principal or as agents. Unibanco and/or its
affiliates may make markets in securities or other financial instruments described in this material, in securities of the
company or companies described herein or in securities underlying or related to such securities. This material may not
be reproduced, distributed or published, in whole or in part, for any purpose. The securities or other financial instruments
discussed in this material may not be suitable for all investors, depending on their specific investment objectives, financial
position and other considerations.

Additional note to our US readers: Unibanco Securities Inc., at 65 East 55th Street - 29th Floor, New York, NY, USA, a
US registered broker/dealer affiliated with Unibanco, is distributing this material in the US and in connection therewith
has accepted responsibility for the content of this research. Any US person receiving and wishing to effect transactions
in any security discussed or recommended herein should do so with Unibanco Securities Inc., not Unibanco.

alexandre.schwartsman @ unibanco.com.br
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