
Grupo LALA

2nd Quarter, 2018

Earnings Conference Call
July 24th, 2018

BECOMING THE PREFERRED DAIRY 

COMPANY IN THE AMERICAS

1



2

DISCLAIMER

This material does not constitute an offering document. This material was prepared solely for informational
purposes and is not to be construed as a solicitation or an offer to buy or sell any securities. Any offering of
securities will be made solely by means of an offering memorandum, which will contain detailed information
about the Company and its business and financial results, as well as its financial statements.

Securities may not be offered or sold in the United States unless they are registered or exempt from registration
under the U.S. Securities Act of 1933, as amended.

This presentation includes forward-looking statements or statements about events or circumstances which have
not yet occurred. We have based these forward-looking statements largely on our current beliefs and
expectations about future events and financial trends affecting our businesses and our future financial
performance. These forward-looking statements are subject to risk, uncertainties and assumptions, including,
among other things, general economic, political and business conditions, both in Mexico and in Latin America as
a whole. The words “believes”, “may”, “will”, “estimates”, “continues”, “anticipates”, “intends”, “expects”, and
similar words are intended to identify forward-looking statements. We undertake no obligations to update or
revise any forward-looking statements because of new information, future events or other factors.

In light of these risks and uncertainties, the forward-looking events and circumstances discussed in this
presentation might not occur. Therefore, our actual results could differ substantially from those anticipated in
our forward-looking statements.

No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or
reliability of the information contained herein. It should not be regarded by recipients as a substitute for the
exercise of their own judgment. We and our affiliates, agents, directors, employees and advisors accept no
liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this material.

This material does not give and should not be treated as giving investment advice. You should consult with your
own legal, regulatory, tax, business, investment, financial and accounting advisers to the extent that you deem it
necessary, and make your own investment, hedging and trading decision based upon your own judgment and
advice from such advisers as you deem necessary and not upon any information in this material.



STRATEGIC PRIORITIES 2018
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Margin expansion in Brazil

Leverage prior investments in Mexico & CAM

Reconfigure U.S. business for profitable growth

Deleverage the Company to less than 2.5x 

(Net Debt to EBITDA)



MARGIN EXPANSION IN BRAZIL
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EBITDA MARGIN PERFORMANCE IN BRAZIL

NATIONWIDE TRUCKING STRIKE AFFECTED OPERATIONS

▪ EBITDA margin for 2018 continues in line with our

expectation

▪ Business impacted during the second half of May resulting in

a loss of 1/3 of sales, and 8 days of production

▪ We successfully replenished the market with our products

during the first week of June, partially offsetting impact of lost

sales

Apr May Jun

7.9% (11.6)% 10.3%

Q1’18 Q2’18

EBITDA 

margin (%)
7.7% 4.6%



LEVERAGE PRIOR INVESTMENTS IN MEXICO
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INCREASING SALES IN RECENT INVESTMENTS

LALA 100
Increased 

capacity

Cold Cuts

Fresh milk in 

Sonora

New facility

New facility

YTD 2018 sales growthStatus

+64.4%

+30.6%

+48.8%



LEVERAGE PRIOR INVESTMENTS IN CAM
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POLITICAL SITUATION IN NICARAGUA

▪ Started in April and impacted sales in the region with a double-digit

decrease in Nicaragua, situation that continues today

▪ Collateral effects in Guatemala and Costa Rica due to their product

sourcing dependence
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DIVERSIFICATION OF CAM PRODUCTION CAPACITY

▪ CAM investment program announced in 2017 will provide LALA

with new diversified production capacity in Guatemala and Costa

Rica over the upcoming months

▪ Near term sales growth expected to come from Guatemala and

Costa Rica

Guatemala

Nicaragua

Costa Rica

LEVERAGE PRIOR INVESTMENTS IN CAM



▪ Profitable & gaining 

market share

▪ Negative EBITDA and 

gaining market share

▪ Gross Margin 

improving

▪ Floresville plant 

closed

▪ Co-packing in the East 

Coast to reduce 

distribution costs 
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RECONFIGURATION OF THE U.S. BUSINESS FOR 

PROFITABLE GROWTH 

LALA DRINKABLE YOGHURT

PROMISED LAND

Promised 
Land
16%

Cultured 
& Other

12%

Drinkable 
Yoghurt

72%

NET SALES DISTRIBUTION IN LALA US



DELEVERAGE THE COMPANY TO LESS THAN 2.5x 

(NET DEBT TO EBITDA) 
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Total Debt: MXN $27,679 million

TOTAL DEBT AS OF JUNE 30TH, 2018

89%

11%

MXN$ BRL$

CURRENCY MIX (%)

49%51%

Variable Fixed

RATE MIX (%)

Mexico Brazil

Avg. Tenor 5.1 yrs 1.5 yrs

Avg. Cost TIIE + 0.7% CDI + 0.5%

Net Debt / EBITDA: 3.0x

5
%

95%

Short-term Long-term

MATURITY MIX (%)



Q2 2018 FINANCIALS
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MXN $ in millions

REPORTED NET SALES GREW 26.1% VS Q2 2017
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14,967 15,738 

3,132 

Q2-17 Q2-18

(1) Comparable means, with respect to a year-over-year comparison, the change in a given measure 

excluding the effects of acquisition of Brazil in Q4 2017

18,870

Brazil

Comparable

Figures



MXN $ in millions

COMPARABLE NET SALES GROWING 5.1% VS LAST 

YEAR
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As Reported

MXN$ in millions Q2’17 Q2´18 Var. %

Mexico & Central America 14,152 14,882 5.2%

United States 815 856 5.0%

Brazil N.A. 3,132 N.A.

78.9%

4.5%

16.6%
Mexico & CAM

U.S.

Brazil

Sales by Region

As reported Q2 2018



MXN$ in millions

EBITDA Q2 2018 BELOW LAST YEAR AND OUR 

EXPECTATIONS

13

(1)

14.0% 11.0% 9.9%
EBITDA

Margin

Reported growth Q2’18 vs year ago: -10.7%

Comparable(1) growth Q2’18 vs year ago: -17.6%

(1) Comparable means, with respect to a year-over-year comparison, the change in a given measure 

excluding the effects of acquisition of Brazil in Q4 2017



Q2 EBITDA IN MEXICO & CENTRAL AMERICA FALL 

DUE TO HIGHER EXPENSES 
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YEAR–ON–YEAR CONTRACTION (bps)

3M ended June 30th, 2018

(148 bps) (65 bps)
(107 bps)

15.0%

11.8%

* Company information, (bps) basis points



CONSOLIDATED Q2’18 EBITDA IMPACTED NEGATIVELY BY 

RESULTS IN MEXICO AND CAM, AND TRUCK STRIKE IN BRAZIL
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As Reported As Reported

MXN$ in millions Q2´17 % Sales Q2´18 % Sales Var. %

Mexico & Central America 2,126 15.0% 1,768 11.8% (16.8)%

United States (30) (3.6)% (41) (4.8)% N.A.

Brazil(1) N.A. N.A. 144 4.6% N.A.

3M ended June 30th

94.5%

7.7%

Mexico & CAM

U.S.

Brazil

EBITDA by Region

As reported Q2 2018

(1) Brazil EBITDA in Q2’18 includes MXN $15,7 million expenses related to the integration of Vigor.



Q2’18 COMPARABLE OPERATING INCOME 

DECREASED 24.8% VS LAST YEAR
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As Reported Comparable(1)

MXN$ in million Q2´17 Q2’18 Var. % Q2’18 Var. %

Net Sales 14,967 18,870 26.1% 15,738 5.1%

Gross Profit 5,787 6,611 14.2% 5,709 (1.3)%

% of sales 38.7% 35.0% 36.3%

Operating Income 1,634 1,311 (19.8)% 1,229 (24.8)%

% of sales 10.9% 6.9% 7.8%

EBITDA 2,096 1,871 (10.7)% 1,727 (17.6)%

% of sales 14.0% 9.9% 11.0%

Year on year comparison

3M ended June 30th

(1) Comparable means, with respect to a year-over-year comparison, the change in a given measure 

excluding the effects of acquisition of Brazil in Q4 2017, 

.



FINANCING EXPENSES AND LOWER OPERATING INCOME 

REDUCED NET INCOME TO 400 MILLION PESOS
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As Reported

MXN$ in million Q2´17 Q2’18 Var. %

Operating income 1,634 1,311 (19.8)%

Financing expenses (27) 597 N.A.

% of sales (0.2)% 3.2%

Net Income before taxes 1,662 715 (56.9)%

% of sales 11.1% 3.8%

Taxes 514 314 (38.9)%

Effective tax rate 30.9% 44.0%

Net Income 1,148 400 (65.1)%

% of sales 7.7% 2.1%

Year on year comparison

3M ended June 30th



QUARTER HIGHLIGHTS
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Mexico and Brazil debt 100% refinanced

Despite truck strike in May, Brazil continues with positive

performance

U.S. progressing to breakeven by year end

Mexico and CAM impacted by higher expenses



Thank you!

For more information:
Mariana Rojo
+52 (55) 9177 5900
investor.relations@grupolala.com
www.lala.com.mx
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mailto:investor.relations@grupolala.com
http://www.lala.com.mx/

