
STORAGE: Start of Coverage 

 
 

INVESTMENT THESIS 

We are initiating coverage on GRUPO BAFAR, S.A.B. DE C.V. 
("BAFAR") with a BUY recommendation and MXN$71.0/share 
target price.  

In our opinion, BAFAR’s fundamentals are very solid. They include 
the company's leading position in various segments of the food 
business, its renowned brands, its high organic growth and through 
acquisitions, its wide distribution, its vertical integration and its 
management with a well-known track record of value creation for 
shareholders. In addition, BAFAR owns 74.70% of Fibra Nova 
("FNOVA"), which has an attractive real estate portfolio, 
strategically located in the northern states of the country and the 
Bajio region, registers high margins and distributes attractive 
dividends.  

High growth potential. BAFAR's revenues, EBITDA and net profits 
have grown at an average annual rate of 12%, 16% and 11%, 
respectively, during the 2012-2022 period. We expect these 
indicators to increase at an average annual rate of 17%, 19% and 
18%, respectively, in the 2022-2027 period, which includes a strong 
expansion in all the company's businesses. Our model does not 
include acquisitions that BAFAR could eventually undertake in the 
future.  

Valuation. BAFAR shares trade at a 2022E EV/EBITDA of 7.1x, and a 
projected P/E of 8.5x, below those of its international food peers. 
We believe they should trade more in line with the sector’s average 
multiples because of the company’s strong fundamentals. In 
addition, they trade at a 42.1% discount against the sum-of-the-
parts.  
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Target price. We established a MXN$71.0/share target price through a discounted cash flow model that 
includes the following variables: i) an 8.7% WACC; and ii) a 6.0% perpetuity growth rate in nominal terms. We 
used a Beta of 1.09 against the S&P/BMV IPC which we calculated from the average Beta of the international 
food sector (deleveraged and re-leveraged with BAFAR's financial structure). This Beta is more conservative 
than the company's original 0.33 Beta and reflects our expectation that BAFAR shares will outperform the 
S&P/BMV IPC in the future. 

The main risks include: i) macroeconomic volatility; ii) changes in consumer preferences; iii) supply chain 
problems; iv) strong competition; v) regulatory/sanitary changes; vi) increase in raw material prices; vii) foreign 
exchange exposure; viii) concentration of major customers; and, xii) low liquidity of the shares. 
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BAFAR’S MAIN ADVANTAGES 

Valuable brands. BAFAR has developed in-house several of its most successful brands such as "Bafar", "Pery", 
"Dixie", "McCoy", "All American", "Tres Castillos", "California Gold", "Griller's" and "Guisy". It has also acquired 
other brands such as "Burr", "Parma", "Sabori", "Ponderosa" and "Campestre" from other key players in the 
sector such as Nestlé Mexico. BAFAR owns more than 26 brands that are widely recognized in Mexico and 
other countries.  

Related business acquisitions. BAFAR has carried out several acquisitions of related businesses such as Carnes 
BIF in 1998, Grupo Burr in 2000, Parma, Sabori and Campestre in 2002, 51% of Grupo Fernández and the "Fres-
ke-cito" brand in 2004, "La Estrella" hamburger brand in 2014, "Ponderosa" in 2016, "La Pastora" store chain 
in 2017, the "Meat Market" and "Value Market" store chains in 2018 and the AMP cheese converter in 2020. 

Solid track record of value creation for shareholders. BAFAR's executive team has more than 20 years of 
combined experience in the retail and food industries. As a result of this, the company's revenues, EBITDA and 
net profits have grown at an average annual rate of 12%, 16% and 11%, respectively, in the 2012-2022 period. 

 

Wide distribution. BAFAR has four different formats of wholly-owned stores with a 95% coverage of Mexico. 
CarneMart generates a significant percentage of BAFAR sales. The company also owns 25 distribution centers 
and a fleet of more than 1,000 refrigerated trucks. In addition, BAFAR distributes through the modern retail 
channel (supermarkets, convenience stores, hypermarkets, price clubs, among others), the traditional retail 
channel (grocery stores, miscellaneous stores, discount stores and regional stores) and the channel focused 
on third-party food businesses (restaurants, formal and informal, among others).  

Vertical integration. BAFAR is vertically integrated from the acquisition of raw materials to domestic and 
foreign producers, certified processing and packaging facilities, to the distribution of products in an extensive 
network of storage centers and a robust fleet of refrigerated vehicles.  

Attractive real estate portfolio. BAFAR owns a 74.70% equity stake in FNOVA, which had a portfolio of 109 
properties with a gross profitable area (GLA) of 521,336 M2 at the end of 1Q22. This portfolio is strategically 
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located in the co nt y’s northern and central states, which offer high growth potential. Its main clients include 
BAFAR, UVM, RR Donnelly, Beckers, ERAE, Hakkai, Visteon, Truper, CEMEX, and UNITEC, among others. FNOVA 
contracts have an average duration of 7.8 years. Its revenues are 64% denominated in US dollars, which can 
represent a benefit when the Mexican peso weakens. In addition, FNOVA is a high-margin business and 
distributes attractive dividends.  

Dividends. BAFAR has paid dividends in almost every year for the past 10 years. In 2021, it distributed 
MXN$150 million. At its Annual Meeting last April, the company’s shareholders approved a MXN$200 million 
payment in shares from its share buy-back reserve, with a 1.12% return. In addition, its shareholders approved 
the creation of a new MXN$600 million share buy-back reserve. 

 

Favorable comparison against Mexican food companies. In Mexico there are several publicly-listed food 
companies, including BAFAR, Grupo Bimbo, Gruma, Grupo Lala, Grupo Herdez, and Bachoco. Sigma is a private 
company, but provides detailed financial and operational information because it is an Alfa subsidiary. In the 
following table, we can see that BAFAR’s main indicators, such as growth and ROE, compare favorably to those 
of the other Mexican food companies.  

 
Source: Companies 
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THE MEXICAN MEAT AND COLD CUTS MARKET 

Mexico is one of the main consumers of meat, beef, pork and chicken, according to the "2021 Statistical 
Compendium" of the Mexican Meat Council. Per capita meat consumption was 65 kilograms per year in 2020, 
which positioned the country in 6th place, behind the US, Argentina, Brazil, the European Union and Russia. 
Per capita consumption of beef was 15 kilograms (5th place), pork 16 kilograms (8th place) and chicken 35 
kilograms (4th place).  

  x co’s total meat production (beef, pork and chicken) increased from 6.2 million tons in 2015 to 7.4 million 
tons in 2020, which represented a 3.5% annual average rate during that period. Meanwhile, consumption rose 
from 8.0 million tons to 9.1 million tons, with a 2.5% compound annual growth. This was mainly due to a 
combination of population growth and higher per capita consumption. We believe that meat consumption will 
continue to rise over the next few years at an average annual rate of between 2.0-2.5% for the same reasons.  

 

  x co’s per capita meat consumption rose from 64.3 kilograms in 2016 to 69.9 kilograms in 2021. This 
resulted from an increase in per capita pork consumption from 17.9 to 20.3 kilograms and in chicken from 31.3 
to 34.9 kilograms. Meanwhile, per capita beef consumption remained virtually unchanged at around 15 
kilograms per year. We expect meat consumption to reach 80 kilograms over the next 10 years, which is a 
conservative level if we take into account that Argentina's current consumption is 113 kilograms per year and 
Brazil's is 97 kilograms per year. 
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Mexico’s cold cuts production rose from 981,918 tons in 2015 to 999,144 tons in 2020, which translated into 
an average annual rate of 0.3%, according to the "2021 Statistical Compendium" of the Mexican Meat Council. 
Meanwhile, consumption increased from 991,534 tons in 2015 to 1,004,623 tons in 2020, with a 0.3% average 
annual rate. Over the next few years, we believe that both Mexico's production and consumption will increase 
at an average annual rate of 1.5%, in line with the population growth that we anticipate. 

Change in consumer food trends, risk or not? One of the most important food trends of the last few years in 
several countries has been the shift towards vegetarian and vegan eating. The vegetarian diet seeks to 
eliminate the consumption of red or white meat, while the vegan diet completely avoids the consumption of 
any product deriving from animals. These two diets have become an important trend for 3 main reasons: health 
improvement, promoting a sustainable lifestyle that curbs climate change and raising awareness of animal 
abuse. In Mexico, vegetarian food had a penetration of 5% of total food in 2021, according to Statista, a similar 
level than in developed countries such as Germany and the US. India’s high penetration is mainly due to 
religious factors, so we do not believe that it will reach such level in Mexico.  
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Vegan US consumer represent around 3-5% of total population, according to different sources such as Statista 
and The Vegetarian Resource Group. Penetration in other countries is 3% in the UK, 3% in Germany, 1% in 
China, 1% in Brazil and 1% in Mexico, according to Statista's Global Consumer Survey.  

The growth trend is clearly positive. In the United States, sales of the plant-based food industry went from 
US$4.8 billion in 2018 to US$7.9 billion in 2021, according to Statista. In our opinion, this trend will take a long 
time to consolidate in Mexico due to the pop  at on’s low purchasing power and the entrenchment of existing 
food customs.  
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Worth mentioning that, according to a study carried out by El Sol de México, the cities with the highest options 
for vegetarian and vegan foods are Puerto Vallarta, Oaxaca, Playa del Carmen and La Paz, due to a high demand 
from foreign tourists. In the rest of Mexico, although there is a wide availability of such food, prices are high, 
so they are not accessible to the majority of the population.  

THE MEXICAN FIBRA INDUSTRY 

Traditional Fibras (immediate dividends) 

In Mexico, there are two types of   a   stat   n  stm nt t  st o  “F b as”, traditional and non-traditional. 
Traditional Fibras normally acquire fully finished and stabilized properties (shopping centers, office buildings, 
industrial buildings hotels or schools, among others) in order to distribute dividends immediately to their CBFI 
holders. Most of the existing Fibras in the country (such as FNOVA, Funo, Fibra Prologis, Terrafina, Fibra 
MacQuarie, Fibra Danhos, FMTY, Fibra Inn, Fibra Storage) follow such business model.  

The main advantage of these Fibras is that they distribute dividends immediately from the acquired properties. 
The long-term growth potential of their revenues depends on acquisitions and rising rents, which are usually 
linked to the inflation or exchange rate depreciation. Some of the traditional Fibras also develop properties 
internally (FNOVA, Funo, Fibra Storage) which can accelerate their growth potential.  

Non-traditional Fibras (Capital gains + dividends in the medium-term) 

The second group includes those Fibras that build properties from scratch, rent them out and, after a 
reasonable period, distribute dividends to their holders. They can also sell these properties at a significant 
profit. Fibra Upsite and Fibra Plus are part of this group. Their main advantage is that they generate a surplus 
value that can be very interesting (+25-30% vs. the investment in land + construction) that they share with 
their holders. They do not distribute dividends immediately, until the property is finished and stabilized, which 
can take between 1.0-1.5 years. 
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Corporate Governance / Management internalization 

There are two very important factors in the operation of all Fibras, their corporate governance and 
management. Corporate governance includes the structure of the Technical Committee (mainly the number 
of independent members), as well as the different committees. Several Fibras, such as FNOVA, have an internal 
administration that reduces expenses. Commissions should be as low as possible, so that the Fibras distribute 
the largest amount of dividends to their holders.  

In the following table we can see the main operational characteristics of the different Fibras: 

 

THE MEXICAN FINANCIAL INDUSTRY 

Mexico’s penetration of financial services is low compared to that of other countries. Credit to the private 
sector accounted for only 3.9% of GDP in 2020 (the most up-to-date figure), well below other Latin American 
countries such as Chile (125%), Brazil (70%), Costa Rica (61%), Colombia (54%) and Ecuador (48%), according 
to World Bank data. We expect credit to the private sector to show an average annual growth of around 9%, 
above the nominal GDP growth of 7% that we project for the coming years. 
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Domestic Credit as % of GDP (2020) 

 
Source: World Bank 

In Mexico, unmet demand represented 79% of total demand, while credit supply only represented 21% of total 
demand, according to figures from the 2017 SME Financial Forum. SMEs are neglected by a number of factors 
including lack of information from SMEs themselves, high operating costs of commercial banks, lack of 
collateral, as well as regulations and policies.  

L     A      ’ Financial Gap 

 
Source: SME Financial Forum 2017 

Banking indicators by socio-economic level also confirm that there is a high growth potential in Mexico. The 
socioeconomic stratum with the highest banking penetration is the A&B with 96%, followed by the C+ with 
83%, C and C- with 57% and D&E with 25%, according to 2018 data from the Mexican Association of Market 
Intelligence Agencies and Public Opinion (AMAI). It is important to mention that commercial banks typically 
focus on higher-income levels of the Mexican population due to their lower risk profile. 
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Banking Penetration by Socioeconomic Stratum in Mexico (2018) 

 
Source: INEGI, AMAI 

 

In Mexico there are about 1,700 Multiple Purpose Financial Companies (Sofomes), better known as non-bank 
financial institutions ( BF ’s), according to several sources. We believe that this sector is very fragmented, so 
we do not rule out a consolidation among the main players in the future. 

 

BAFAR'S FAVORABLE OUTLOOK 

We believe BAFAR's outlook is favorable as we expect its revenues, EBITDA and net profits to increase at an 
average annual rate of 17%, 19% and 18%, respectively, within the 2022-2027 period. By business, we expect 
the following: 

• In the food business, we forecast that revenue will grow at an average annual rate of 16% mainly due 
to the aggressive expansion plan that includes the opening of 175 stores over the next few years, 
mainly of the “Carnemart” brand. We also estimate that the EBITDA margin will rise from 10% in 2022 
to 11% in 2027. 

• At FNOVA, we project that revenue will increase at an average annual rate of 16%. The Fibra registered 
a GLA of 521,336 M2 at the end of 1Q22 with a 100% occupancy and is in the process of building 
another 68,862 M2. As a result, we anticipate that the GLA will reach 461,554 M2 by the end of 2023 
and that it will remain at those levels thereafter. We also expect average rents to rise slightly above 
inflation and occupancy to remain at around 100%. FNOVA recently announced lease extensions with 
Electrolux and BRP. On the other hand, we anticipate that the EBITDA margin will remain at around 
92-93% over the next few years.  

• In the agro-industrial business, we project an average annual rate of 15% in terms of revenue as pecan 
nut production will reach 3 thousand tons over the next 5 years (from 424 in 2021) with which BAFAR 
will become one of  o t  Am   ca’s largest producers. We believe that the EBITDA margin will remain 
in negative territory in 2022 and will gradually improve to 35.9% in 2027.  
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• At Vextor, we expect revenues to grow at an average annual rate of 11%, above the 9% increase we 
expect in bank lending to the business sector. We project that the EBITDA margin will remain at around 
18%. 

• In the real estate business, we estimate that revenue will rise at an average annual rate of 16% taking 
into account the contracts the company has signed and the dividends we expect FNOVA to pay. The 
EBITDA margin will remain at around 100%.  

Financial structure 

BAFAR's net debt to EBITDA ratio was 3.1x at the end of 1Q22. Leverage is likely to rise slightly over the next 
few years due to a higher debt level at FNOVA, with LTV that could reach 45%, from the current 39%, as well 
as a higher amount of funding at Vextor in order to boost these two businesses’   t      owt . 

VALUATION 

Performance vs. S&P/BMV IPC 

BAFAR B shares have outperformed the S&P/BMV IPC over the past twelve months. We expect them to 
continue outperforming Mexico’s main stock index in the future due to the company's favorable outlook and 
the low valuation of its shares. 
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BAFAR B vs. S&P/BMV IPC 

 
Source: Bloomberg 

International comps 

BAFAR shares trade at a 2022E EV/EBITDA of 7.1x, and a projected P/E of 8.5x, below those of international 
food comps. We believe they should trade more in line with the sector’s average multiples because of the 
company’s strong fundamentals. In our opinion, BAFAR should be compared against food companies mainly 
since more than 50% of its revenue and EBITDA come from the food business. 

 

Multiples of International Food Companies  
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Discounted Cash Flow Model 

We established a MXN$71.0/share target price through a DCF model that includes the following variables: i) 
and 8.7% WACC; and, ii) a 6.0% growth rate in perpetuity in nominal terms. We used a Beta of 1.09 against the 
S&P/BMV IPC which we calculated from the average Beta of the international food sector (deleveraged and 
re-leveraged with BAFAR's financial structure). This Beta is more conservative than the company's original 0.33 
Beta and reflects our expectation that BAFAR shares will outperform the S&P/BMV IPC in the future.  

 

Discounted Cash Flow Model 

 
Source: Miranda Global Research 
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Sensitivity Analysis  

We carried out a sensitivity analysis based on different levels of EV/EBITDA compared against different levels 
of EBITDA, and different levels of estimated P/E's against net profits. Our price target implies that BAFAR shares 
will trade at an estimated EV/EBITDA of 7.5x and a projected P/E of 10.4x. 

 

Sum of the parts 

BAFAR shares also trade at an attractive 42.1% discount against the sum of the parts. In our model, we used 
the following assumptions: 

• We valued the food business and the agro-industrial business in line with the average of food 
companies internationally, according to our global valuation table; 

• We used F   A’s current market value and applied the same multiple to the other real estate 
companies; 

• We valued Vextor at an EV/EBITDA of 8.5 times, at a discount against Mexican financial companies; 

• We applied a 25% liquidity discount to the net asset value per share we obtained for Bafar. 
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Sum-of-the-parts 

 
Source: Miranda Global Research 

 

DESCRIPTION 

BAFAR is a holding company involved in the food, financial, real estate and agro-industrial (pecan nut 

production) businesses. In 1Q22, BAFAR recorded revenues of MXN$4,428 million, EBITDA of MXN$711 

million, net profits of MXN$332 million and bank debt of MXN$10,635 million. 

 

The food business is one of the country's leading manufacturers and distributors of meat, dairy, red meat and 

other products. It is integrated in industrialization, distribution and marketing.  

BAFAR food product are segmented into: animal protein such as meats, chickens and pigs packaged and sold 

in its own store lines; cold cuts and sausages of the “Parma”, “Sabori”, “Bafar”, “Burr”, “Ponderosa”, an  “Dixie 

farm” b an s, among others; prepared and frozen products for both premium markets and mass consumption 

markets with the “Guisy”, “Platillo Campestre”, “La Pastora” and “Casa Hernández” b an s; and dairy products 
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of the "Montebello" brands and other brands. The company owns more than 26 brands that have wide 

recognition in Mexico and other countries. The main competitors are Sigma Alimentos, which owns the "Fud", 

"San Rafael" and "Chimex" brands, and Qualtia Alimentos, with the "Kir" and "Zwan" brands. 

BAFAR has four production complexes located in the cities of Chihuahua, La Piedad, Michoacán, Toluca and 

Gómez Palacio. These plants produce cold cuts, sausages, breads and various meat products, as well as dairy 

and derivatives. All production facilities are ISO, TIF and USDA certified. Worth mentioning that the Chihuahua 

plant has an additional certification that allows exporting to Japan.  

In 2021, BAFAR carried out a strategic alliance with Intergan Foods, one of the cattle breeding and fattening 

and meat marketing companies in the La Laguna area. Thanks to this agreement, BAFAR expanded its exports 

of meat products, mainly beef, to more than 14 countries. 

BAFAR acquires more than 200 thousand tons per year of beef, pork, chicken, and turkey and all its milk needs 

from third parties. The main suppliers are Sanderson Farms, Tyson Fresh Meats, Su Karne, Grupo Industrial 

Cuadritos Biotek, JBS Swift & Company, Sure Goods Foods, Sea Board Foods, McCain Mexico, Schreiber de 

Mexico, Grupo Bimbo, Cargill Meat Solutions, Jennie O Turkey, and Interra. 

BAFAR owns several of its own store formats including “CarneMart”, “La Pastora”, “Casa Hernández” and 

“Supermarket”. “CarneMart”, is the company’s main format serving small businesses, formal and informal 

businesses. It also sells unique meat products of the brand and third-party products. “La Pastora”, with 24 

establishments, offers dairy products and sausages. “Casa Hernández”, with 12 stores, offers meat and dairy 

products focused on small businesses and restaurants. The three “BIF” stores sell meat for the premium 

segment; some of them are located in airports. “Supermarket” offers quality Mexican-style meats in its 7 stores 

located in the state of Texas. The company also distributes through the traditional channel that includes 

supermarket stores, convenience stores, hypermarkets, clubs, groceries, mom & pop stores, etc. The main 

competitors are “MaxiCarne”, “SuKarne” from Grupo Viz and “RYC” stores, “Gran Bodega” for “La Pastora” 

stores, and “Súper González” for “Casa Hernández”.  

BAFAR has consolidated its presence in the US in states with the largest Hispanic population including 

California, Texas, Illinois, Georgia, New Mexico, Arizona and Colorado. The company has a regional office in 

Atlanta, and plans to continue its international expansion by opening different points of sale. 
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FNOVA is a real estate investment trust (Fibra) which was listed on the Mexican Stock Exchange (BMV) in 2017. 

The Fibra’smain purpose is to acquire, manage and develop a leasing portfolio. It has 109 properties and a GLA 

of more than 521 thousand square meters. The Fibra is managed internally by Administradora Fibra Norte S.C. 
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Vextor Activo, is a non-bank bank (SOFOM E.N.R. ), which started operations in 2010. It grants consumer loans, 

enterprise loans, financial factoring to suppliers, automotive credit and microcredits. At the end of 2021, the 

average terms were 37 months for the enterprise segment, 47 months in automotive, 14 months in payrolls, 

37 months in external payrolls, 17 months  n    ’s, 1 month in factoring, 12 months in insurance and 8 months 

in microcredits. The average interest rate was TIIE plus 7 points (variable) or 21% fixed. In 1Q22, it launched a 

digitalization strategy to provide working capital and fixed asset loans to customers in the commercial division. 

BAFAR expects to start providing such loans by the end of the current year.  

In the agro-industrial sector, BAFAR grows pecan nuts, which is one of the main products in the State of 

Chihuahua. The company contributed a piece of land with 1,653 hectares to FNOVA (that the Fibra uses to 

harvest pecan nuts) in exchange for CBFI's. The lease term was 15 years. In 2021, this division launched a nut 

sorting plant, which required a MXN$60 million investment, and automated irrigation systems.  

Corporate Governance / Administration 

BAFAR’s Board of Directors consists of 15 members, of which 9 are independent. In addition, the company has 

an Audit Committee and a Corporate Practices Committee, which in both cases include 3 independent 

directors. Bafar's top officials are as follows: 

• Lic. Oscar Eugenio Baeza Fares. Chairman of the Board of Directors, CEO and founding partner of Grupo 

Bafar. He holds a bachelor's degree in business administration from the University of Las Cruces, New 

Mexico, and a graduate degree from Harvard Business School. He has been in charge of the company 
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since its inception in 1983 and participates in various committees such as the Mexican Meat Council, 

CANACINTRA Chihuahua Delegation, member of the National Association of TIF Packers and the 

National Agricultural Council. He is also a Director of "Food Group" and the Mexican Council of the 

Consumer Products Industry, called "Conméxico", as well as an advisor to the Business Coordinating 

Council. He participates on the boards of various organizations such as NAFIN, ITESM, Banamex, 

Telmex and BBVA Bancomer. He served as municipal president of the city of Chihuahua. He is 

recognized as one of Mexico’s 100 most important businessmen and one of the most influential 

leaders in Mexico according to various publications. 

• C.P. Luis Eduardo Ramírez Herrera, CFO. With 47 years of age, he holds a Bache o ’s         n Public 

Accountancy and Financial Administration from the Instituto Tecnológico y de Estudios Superiores de 

Monterrey (ITESM), with a master's degree in Administration from Thunderbird University. He was 

recognized as one of   x co’s best CFOs by various publications such as Expansión, Forbes and Mundo 

Ejecutivo. 

• C.P. Guillermo Medrano Artalejo, real estate Director. Public Accountant with a Master's Degree in 

Business Administration from the Instituto Tecnológico y de Estudios Superiores de Monterrey (ITESM) 

and studies in Senior Management from IPADE. With more than 16 years of experience in the real 

estate sector and more than 10 years of experience in the industrial sector, he was CEO of Intermex 

Parques Industriales, and held important positions in Grupo Chihuahua. He was director of the real 

estate division of Grupo Bafar managing to position this business unit as one of the fastest growing 

and contributing to the group's results. He also positioned the Bafar brand within the real estate 

segment in the north of the country and in just 4 years formed a portfolio that served as the basis for 

FNOVA. 

• Mr. José María Muzquiz Barrera, Director of Vextor. He is 60 years old and holds a degree in 

Agricultural Engineering from the Universidad Autónoma de Chihuahua with a Master's Degree in 

Economics and Finance from Universidad La Salle, studies and diplomas from IESE in Spain and the 

Instituto Tecnológico y de Estudios Superiores de Monterrey (ITESM). He has more than 30 years of 

experience in the financial sector, holding various management positions in BB A Bancom  ’s Credit 

and Commercial areas. 

• Lic. Jorge Baeza, Director of Bafar Alimentos. He is a graduate of the University of Las Cruces, New 

Mexico, and holds a graduate degree from Harvard Business School. He is a member of the Board of 

Directors and Managing Director of BAFAR's food division. He has more than 20 years of experience in 

the agricultural and commercial sectors.  

• C.P. Guillermo Baeza. Director of M&A. He is a Public Accountant from the Instituto Tecnológico y de 

Estudios Superiores de Monterrey (ITESM). He has a postgraduate degree from Harvard Business 

School. He is Vice Chairman of the Board of Directors and Director of Mergers, Acquisitions and 

Alliances at BAFAR. For more than 30 years, he has held various management positions in BAFAR being 

a pioneer in the development of products, markets and brands of cold meats and cheeses in the 

Mexican market. He has been a leader and key player in the acquisition of several companies such as 

Grupo Burr in the Pacific, t   “Parma”, “Sabori” and “Campestre” brands from Nestlé, “ onderosa” 

cold cuts in the northeast and “Zagora” stores in Puebla. 
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1Q22 Results 

BAFAR reported net sales of MXN$5.8 billion, up 31.1% YoY. In the food division, which accounted for 96% of 

total revenue, the company recorded an increase of 30.3% (Mexico +27.2% and the US +83.3%) mainly due to 

an 18.5% increase in volume (Mexico +16.5% and the US +68.9%) in combination with higher average prices, 

primarily in export products. This business opened 10 stores during the quarter, and is expected to open one 

more in the state of Oaxaca during the following quarter, which will increase coverage to 32 states. FNOVA's 

revenues rose 63.2% supported by the leases of industrial buildings by BWI, Electrolux, Tecma, Black & Decker 

and Lear, and the engineering centers by Visteon, as well as the incorporation of the agro-industrial portfolio. 

Sales in the agroindustrial sector grew 218.1%, those of Vextor 4.3% and those of real estate 16.3%.  

The cost of sales advanced 43.7% due to higher commodity prices. As a result, gross profit was 5.4% higher 

and gross margin contracted to 26.4%, from 32.8%. This was partially offset by a reduction in the expense to 

sales ratio to 15.1% of total revenue, from 19.5% in 1Q21. 

Consolidated EBITDA rose 12.2% YoY to MXN$797 million. This growth came mainly from the food business 

(+8.8%), FNOVA (+72.0%), agroindustrial (+1,012.2%) and real estate (+11.8%). However, Vextor's EBITDA 

decreased 33.4% AsA. Consolidated EBITDA margin fell to 13.7%, from 16.0%.  

Net profits were up 80.6% YoY to MXN$600 million on FX gains that more than offset the higher minority 

interest. Net profits represented 10.3% of revenue versus 7.5% in 1Q21.  

Financial structure 

BAFAR's net debt rose 26.2% YoY to MXN$9.3 billion, as a result of higher indebtness at FNOVA (LTV of 39% 

vs. 30%), offset by a 22.2% reduction in the food business. BAFAR's net debt to EBITDA ratio stood at 3.1x in 

1Q22, from 3.0x a year earlier. 51% of total debt was denominated in US dollars.  

Short-term debt accounted for 28% of total debt at the end of 1Q22. After the close of the quarter, BAFAR 
carried out a US$150 million private placement with a fixed 3.58% interest rate and an average term of 5 years. 
We expect the company to carry out additional long-term debt placements in the future, with which it will 
continue to extend its maturity profile.  

Share data 

BAFAR has been listed on the Mexican Stock Exchange (BMV) since 1996 when it placed 10,514,863 series B 

shares that represented 20% of its capital. The company currently has 306,140,881 outstanding shares and has 

also repurchased 9,305,015 own shares. We consider BAFAR shares to have a low liquidity with an average 

daily traded value of MXN$0.7 million over the past six months.  

ESG 

Fundación Grupo Bafar supports the Mexican society through the Socio-Sports Schools program in partnership 

with the Real Madrid Foundation, and the food bank. During 2021, the company contributed 78,801 pantries 

and 1,884,869 full meals, benefiting 98,562 families. The Foundation also works on ANSPAC programs to 

support women in vulnerable situations and to provide lenses in conjunction with the Devlyn Foundation.  
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During 2021, BAFAR initiated a project, with the help of a third party, for the development of the ESG strategy. 

The company will publish its first Annual Sustainability Report this year, which will include the main 

consumption and impact indicators in terms of energy, emissions, water and waste. This will represent the 

initial phase of an action plan that will allow the company to properly and consistently manage its 

environmental performance in each of its business units. 

 

 

MAIN RISKS  

Macroeconomic volatility.  A macroeconomic downturn could affect BAFAR's operating performance and/or 
that of its major customers. 

Changes in consumer preferences. In other countries, vegetarian and vegan food has registered a significant 
growth. In Mexico, this market is limited since it reaches only 2% of the population, mainly of high purchasing 
power, but it will likely continue to expand in the future. We believe that the penetration of such type of food 
will be lower in Mexico than in other countries due to the pop  at on’s low purchasing power and the 
entrenchment of eating habits.  

Supply chain problems. A disruption, damage or sudden change in the supply chain would entail a high risk to 
BAFAR's operations. However, the company can acquire its main inputs from several countries.  

Strong competition. BAFAR faces high competition from other food producers, which in some cases are larger.  

Changes in health regulations. BAFAR is subject to strict health regulations. The availability of animal protein 
could be affected by outbreaks of epidemics and diseases.  

Changes in the BAFAR/FNOVA’                 . We believe that a change in key executives, primarily the 
CEO and/or the CFO, could have a negative effect on the price of BAFAR/FNOVA shares and certificates due to 
their extensive knowledge of the food, retail and real estate sectors, as well as their strong track record of 
creating value for shareholders. 
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Increase in raw material prices. Higher commodities prices have boosted food prices.  

Exchange rate exposure. More than 50% of raw materials are denominated in US dollars. Around 51% the debt 
is also denominated in dollars. However, 15% of revenues are also in US dollars and the company buys dollars 
to cover its inventory needs for the next 6 weeks giving it a natural coverage. 

Concentration of main customers. BAFAR's top ten clients account for a significant percentage of its revenue, 
with Walmex being the largest. Some self-service chains have consolidated in previous years, so they have 
increased their purchasing power. No customer accounts for more than 5% of the company's sales.  

High short-term debt. Short-term debt accounted for 28% of total debt in 1Q22. Nevertheless, the company 
carried out a US$150 million private placement after the end of the quarter, which will extend its maturity 
profile.  

Tax differences. The tax authorities determined that there are differences in the income tax and VAT for 2020 
and 2021. These differences are 100% provisioned so no additional impact on results is expected.  

Low liquidity of shares. We consider that the liquidity of BAFAR shares is low with an average daily traded 
value of MXN$0.7 million. 
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FINANCIAL PROJECTIONS 
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DISCLAIMER 

The current report was prepared by Miranda Global Research ("Miranda GR"). The information is presented in 
summarized form and is not meant to be complete. There are no declarations or guarantees, expressed or implicit, in 
respect to the accuracy, impartiality or integrity of the information.  

Miranda GR, in accordance to applicable legislation, has made sure that the presented personalized recommendation is 
reasonable to the client, as it has verified congruency between the client's profile and the profile of the financial product. 
Under no circumstance should it be understood that the fulfillment of the previously mentioned recommendation, 
guarantees the result or the success of the proposed strategies in the presented document.  

The information included in this report was obtained from public sources. Projections or previsions included in this report, 
are a generalized recommendation and are based on subjective assumptions and estimations about events and 
circumstances that have not yet happened and are subjected to significant variations. Therefore, it is not possible to 
guarantee that any of the results included in the current report will happen in the future, in other words, it does not 
guarantee the result or the success of the posed strategies.  

This report has been prepared solely with informational purposes. No declarations are made in respects to precision, 
sufficiency, veracity or accuracy of the information and opinions hereby included. Miranda GR will not answer (either 
because of negligence or for any other reason) for any damage or detriment derived or related to the use of this report 
or its content, or any connection to the report. Miranda GR is not responsible for the use or association with this report, 
including but not limited to, any declaration, expressed or implicit or guarantees or omissions included in this information.  

This report is based on facts and/or events that have happened up to this date, consequently any future facts and/or 
events can impair the conclusions hereby expressed. Miranda GR does not assume any responsibility to update, review, 
rectify or invalidate this report based on any future occurrence. 

The opinions related to this report eventually expressed by Miranda GR, should be considered only as 
suggestions/recommendations to better operate various topics related to the report. 

This report and its contents are property of Miranda GR and cannot be reproduced or broadcast in part or in its entirety 
without the previous written consent of Miranda GR. 

Miranda Global Research receives fees from Grupo Bafar, S.A.B. de C.V. for independent analyst services. Companies or 
Fibras under coverage cannot influence the opinions, projections, recommendations, or target prices that Miranda GR 
establishes in its reports. 

 

 


