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Research Update:

Controladora Mabe Ratings Raised To 'BBB-' From
'BB+' On Debt Reduction And Financial Discipline;
Outlook Stable

Overview

* In 2017, Mabe successfully executed its del everagi ng plan, and the
conmpany continues to build a record of financial discipline to ensure
sust ai ned debt reductions within the next 12-24 nonths.

 We're raising our corporate credit and issue-level ratings on Mabe to
"BBB-' from ' BB+'.

» The stable outlook reflects our expectations that Mabe will renain
committed to deleveraging its capital structure by maintaining a
debt-to-EBITDA rati o bel ow 3.0x, and by inproving its free operating cash
flow (FOCF)-to-debt ratio towards 15% It also incorporates our viewthat
t he conpany has anple access to external sources of funding to address
its 2019 debt maturities.

Rating Action

On March 27, 2018, S&P G obal Ratings raised its corporate credit and
i ssue-1level ratings on Control adora Mabe S.A. de C. V. (Mabe) to 'BBB-' from
'"BB+' . The outlook is stable.

Rationale

After nore than two years in which our ratings on Mabe had a positive outl ook
t he conpany adopted a nore disciplined financial strategy that not only
strengthened its debt-to-EBITDA ratio, but also pronpted a path for sustained
| everage reduction. In 2017, Mabe was able to lower its net |everage through
debt repaynments, inproved managerment of short-termfactoring facilities, and
an increase in its cash bal ance. Mabe brought its debt-to-EBITDA rati o down to
2.9x for the twelve nonths ended Dec. 31, 2017. This was an inportant

m | estone for Mabe, especially when considering that over the |ast two years
we had indicated that if this |everage ratio declined bel ow 3.0x, the conpany
woul d reach investnent-grade

At this time, our assessnent of Mabe's financial risk profile is stil

significant, because other key credit nmetrics, such as funds from operations
(FFO to debt and FOCF to debt are still below the thresholds for a stronger
financial risk profile. Therefore, we upgraded Mabe not only because of the
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conpany's successful execution of its deleveraging plan in 2017, but nore

i mportantly because of our expectation that its financial discipline wll
further reduce debt within the next 12-24 nonths. In particular, the inproving
trajectory of Mabe's profitability and financial performance follow ng the
product recall in North America during 2017 supports the one-notch uplift that
our conparable rating anal ysis captures.

Qur assessnment of Mabe's business risk profile hasn't changed from our
previous review However, changes in the U S trade policy have rai sed concerns
that a potentially |less favorable trade franework may curtail Mabe's growth
prospects. For exanple, in January of this year, the Trunp adm nistration
announced new Tariff-Rate Quotas (TR®) on inported | arge residential washers,
i ncludi ng those from Mexi co. The North Anerican Free Trade Agreenent (NAFTA)
renegotiation is also still underway, with no clarity on the possible outcone.
However, these downside risks on Mabe's business risk profile are sonewhat
contai ned and captured in our rating action. In the case of the new TRQ, we
bel i eve that the announcenment doesn't have negative inplications for our

rati ngs on Mabe because the conmpany does not export to the U S. any washing
equi prent that neets the specifications now subject to the TRQs. Mabe al so has
the ability to absorb increnental costs without affecting its nmediumterm
profitability, supported by highly efficient operations and pricing
flexibility. Moreover, the conpany has a long history in the manufacturing and
selling of finished hone appliances under the GE brand in the U S.

Qur base-case scenario for 2018 and 2019 includes the foll owi ng assunptions:

Qur baseline CDP forecast for Latin Arerica in 2018 is 2.2% Specifically
in Mexico, private consunption has remained solid, growi ng 2.5% during
the first couple of nonths in 2018, which should support Mabe's vol unme
sales in that narket.

Resi |l i ent donestic spending continues to support volune sales in North
Anerica. W anticipate real CGDP growth in the U S of 2.8%this year, and
in the 2.0%2.5% range through the end of the decade. Although persona

i ncome growth remai ns sluggish, U S. household purchasing power got a
lift fromcontinued full-tinme hiring, and the recent tax reformcould
further enhance it.

M d-single digit revenue growmh, reflecting a still positive performance
in Mexico and the U S. supported by the conpany's solid nmarket position

Adj ust ed EBI TDA of approximately $300 nillion

Capital expenditures (capex) in the $140-$150 nillion area in 2018 and
around $125 million in 2019, nainly to support capacity expansions.

Reported debt |evels of around $780 million in 2018 and $680 nmillion in
2019, considering debt repaynents.

New debt issuance of $350 nmillion in 2018, as part of Mabe's liability
managenent .

FOCF generation close to $65 nmillion and $120 million in the next two
years, respectively.
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e Annual dividend paynents of $20 million.

Based on these assunptions, we arrive at the following credit neasures for
2018 and 2019:
» EBI TDA margi ns between 9.5% and 10. 0%

 Debt to EBITDA of 2.5x and 2.3x, respectively; and
» FOCF to debt of 11% and 18% respectively.

Liquidity

We assess Mabe's liquidity as adequate because we expect sources to exceed
uses by nore than 1.2x during the next 12 nmonths, and think this ratio wll
remai n above 1.0x even if EBITDA falls by 15% Qur liquidity analysis also
i ncorporates our view that the conpany has the capacity to withstand

hi gh-i mpact | ow probability events, its sound relationship with banks, its
good standing in the international debt markets, and its overall prudent
financial risk managemnent.

Principal liquidity sources:
e Cash of $140 million as of Dec. 31, 2017; and
e FFO of about $254 nillion for the next 12 nonths.

Principal liquidity uses:
e Debt maturities of $14 million as of Dec. 31, 2017;

» Wrking capital needs of about $35.2 million for the next 12 nonths,
i ncluding intra-year requirenents;

* Capex of about $147 million for the next 12 nonths, although nmanagenent
could pull back on certain investnents if needed; and

« Dividend paynents of $20 nillion.

Mabe's credit agreenents include financial covenants requiring EBI TDA net

i nterest coverage of 2.5x and net debt to EBI TDA of a maxi mum of 3.5x. W

beli eve the cushion for these covenants is anple and could withstand a drop in
EBI TDA of nore than 25%

Outlook

The stable outl ook on Mabe reflects our expectations that over the next twelve
nont hs, the conmpany will remain conmitted to del everaging its capital
structure. It will not only nmaintain a debt-to-EBITDA rati o bel ow 3. 0x, but

will also inprove its cash flow netrics so that its FOCF-to-debt ratio trends
towards 15% even when considering the seasonality of cash flow. W believe

that this will be possible through a recovery of about 100 basis points in the
EBI TDA margi n, as the conpany absorbs the costs associated with the 2017
product recall in North America. Al though Mabe will nake dividend paynents
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this year for about $20 million, we expect the conpany to naintain its
financial discipline and to nmake additional debt repaynents as its cash flow
permts. The stable outl ook al so considers that the conpany has anpl e access
to external sources of funding to address its 2019 debt naturities before
year-end 2018.

Downside scenario

We could | ower the ratings on Mabe within twelve nonths if the conmpany
deviates fromits current financial plan, resulting in higher-than-expected

| everage, with a debt-to-EBITDA ratio consistently exceeding 3.0x. A

FOCF-t o-debt ratio consistently bel ow 10% woul d be anot her downward trigger.
This could result fromeither a nore aggressive growh strategy that requires
addi ti onal indebtedness or if cash fl ow does not neet our expectations due to
hi gher-than-antici pated capital investrments or dividend paynments.

Upside scenario

Al t hough unlikely in the near term an upgrade would follow a maj or business
transformation that drastically grows Mabe's scale and further strengthens its
conpetitive position relative to other global players within the hone
appliance industry. In our view, Mabe's 'BBB-' rating already captures the
transition of its financial risk profile assessnent to internediate.

Therefore, a new upgrade related to an inprovenent in the conmpany's financi al
risk profile would need to be triggered by a nore conservative financi al
policy that brings the debt-to-EBITDA ratio bel ow 2. 0x and the FFO-to- Debt

rati o above 45%

Ratings Score Snapshot

Corporate credit rating: BBB-/Stable/--
Busi ness risk: Satisfactory

e Country risk: Internediate

e Industry risk: Internediate

« Conpetitive position: Satisfactory

Financial risk: Significant
* Cash flow Leverage: Significant

Anchor: bb+

Modi fiers

e Diversification/Portfolio effect: Neutral
e Capital structure: Neutral

 Financial policy: Neutral
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e Liquidity: Adequate
 Managenent and governance: Fair

 Conmparable rating analysis: Positive (+1 notch)

Issue Ratings--Subordination Risk Analysis

Capital structure
Mabe's capital structure mainly consists of the $481 million rated senior
unsecured notes due 2019 and bank | oans.

Analytical conclusions

We rate Mabe's international senior unsecured notes at 'BBB-', the sane |evel
as the corporate credit rating, given that these are senior unsecured
obligations that rank pari-passu with all other corporate and subsidiary debt.

Related Criteria

e Criteria - Corporates - Ceneral: Reflecting Subordination Risk In
Corporate Issue Ratings, Sept. 21, 2017

e Criteria - Corporates - General: Mthodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |ssuers, Dec. 16, 2014

e Criteria - Corporates - Industrials: Key Credit Factors For The Consuner
Durabl es | ndustry, Dec. 12, 2013

e Criteria - Corporates - Ceneral: Corporate Mthodol ogy, Nov. 19, 2013

e General Criteria: Country Ri sk Assessment Methodol ogy And Assunpti ons,
Nov. 19, 2013

e CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013
* General Criteria: Methodol ogy: Industry Risk, Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And
Adj ust nents, Nov. 19, 2013

e CGeneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

» CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009
Ratings List

Upgraded; CreditWatch/ Qutl ook Action
To From
Control adora Mabe, S.A. de C V.
Corporate Credit Rating BBB-/ St abl e/ - - BB+/ Positive/ - -
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Seni or Unsecur ed BBB- BB+

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific nmeanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDirect at ww. capitalig.com Al ratings affected by this rating action
can be found on the S& G obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MARCH 27,2018 7

THIS WAS PREPARED EXCLUSIVELY FOR USER FERNANDA VASCONCELOS.
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.



Copyright © 2018 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,

certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional
information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MARCH 27,2018 8

THIS WAS PREPARED EXCLUSIVELY FOR USER FERNANDA VASCONCELOS.
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.



	Research:
	Overview
	Rating Action
	Rationale
	Liquidity

	Outlook
	Downside scenario
	Upside scenario

	Ratings Score Snapshot
	Issue Ratings--Subordination Risk Analysis
	Capital structure
	Analytical conclusions

	Related Criteria
	Ratings List


