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Grupo Bimbo

40Q09 Results - Even Sweeter Than Expected -
ALERT

Bimbo reported a solid 4Q09 after the market closed on Feb 25. Top-
line growth came from the US (Weston) and OLA, while Mexico
increased profitability to record highs. Consolidated net Sales
increased 36% (vs. 38% JPMe); EBITDA increased 56% (JPMe
+38%). EPS of Ps1.50 came slightly below our Ps1.55E due to higher
than expected effective tax rate and write-off of certain fixed assets.
However, EPS till came in 43% higher than last year. The stock
should perform well when markets open tomorrow.

Mexico margin expansion was a positive surprise. Top line remains
muted with no growth. Gross margins expanded by 470bps due to
lower raw material costs and stable FX rate. This was partially offset
by higher operating expenses, although still helping EBITDA margin
reach a record high level of 23.1% for a quarter. Although a less
favorable economic situation and warm weather tempered top-line
growth in Mexico, we believe Bimbo has been able to protect margins
via dlightly higher pricing and superb execution in the marketplace.

US operations continue delivering. Growth was driven by the Weston
acquisition last year, and EBITDA margin in the US expanded by
650bps to 11%. Even after taking out 90bps expansion coming from a
one-time amortization charge, we believe the result is remarkable.

Other Latin America (OLA) top line grew double digits, though
margins eroded. Net sales grew 20%, coming from higher volume
growth and reflecting continued penetration of packaged bread in the
region. Bimbo bread was sold in +30K new points of salein the region,
with results being particularly strong in Brazil and Colombia. However,
higher selling expenses related to increased distribution caused 120bps
EBITDA of margin contraction to 6% of sales.

Bimbo made good progress to reduce its net debt. The company
prepaid $300mm last December and ended the quarter with a net
debt/EBITDA of only 2x. With strong cash flow generation from its
Mexico and US operations, a key question for management would be
deployment of capital between dividends and further acquisitions going
forward as well as the outlook for top-line growth in Mexico and for
continued improved profitability in the US.

Bimbo (OW) is our top pick in the food sector, with strong cash
generation, conservative management, and a leadership position in their
sector. We will revisit our model after the company’s conference call
tomorrow.
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expected rise in commodity prices
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Grupo Bimbo - 4Q09 at a glance

Table 1: Grupo Bimbo - 4Q09 Results - Actual vs. JPM Estimates
In Nominal Ps millions

4Q09A 4Q09E Var. 4Q08A Y-0-y 3Q09A Q-0-q

Net Sales 30,084 30,781 -2% 22,178 36% 29,338 3%
Mexico 14,311 14,515 -1% 14,371 0% 13,818 4%
United States 12,571 13,234 -5% 5,193 142% 12,717 -1%
Latin America 3,842 3,692 4% 3,211 20% 3,406 13%

COGS 14,004 14,934 -6% 10,997 27% 13,566 3%

Gross Profit 16,080 15,847 1% 11,181 44% 15,772 2%
Mexico 8,275 7,998 3% 7,631 8% 7,778 6%
United States 6,252 6,270 0% 2,252 178% 6,560 -5%
Latin America 1,552 1,510 3% 1,297 20% 1,434 8%

Operating Expenses 12,301 12,270 0% 8,676 42% 12,424 -1%

Operating Profit (EBIT) 3,779 3,577 6% 2,504 51% 3,348 13%
Mexico 2,878 2,408 20% 2,384 21% 2,009 43%
United States 787 972 -19% 80 880% 1,301 -40%
Latin America 43 153 -72% 101 -58% 64 -33%

Income Before Taxes 2,791 2,771 1% 2,036 3% 2,582 8%

Income Taxes 976 879 714 819

Net Income 1,815 1,892 -4% 1,322 3% 1,763 3%

Net Majority Income 1,759 1,824 -4% 1,274 38% 1,732 2%

Majority EPS 1.50 1.55 -4% 1.08 38% 147 2%

EBITDA 5,014 4,455 13% 3,222 56% 4,226 19%
Mexico 3,300 2,821 17% 2,804 18% 2,422 36%
United States 1,407 1,266 11% 244 4T7% 1,595 -12%
Latin America 236 318 -26% 235 0% 235 0%

Margins

Gross Margin 53.5% 51.5% 50.4% 53.8%

EBIT Margin 12.6% 11.6% 11.3% 11.4%

EBITDA Margin 16.7% 14.5% 14.5% 14.4%

Net Income Margin 6.0% 6.1% 6.0% 6.0%

Source: Company reports and J.P. Morgan estimates.
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Analyst Certification:

The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with
respect to each security or issuer that the research analyst coversin this research) that: (1) all of the views expressed in this report
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
research analyst(s) in this report.

Important Disclosures

e Client of the Firm: Grupo Bimbo is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided to
the company non-investment banking securities-related services and non-securities-related services.

e Investment Banking (next 3 months): JPMSI or its affiliates expect to receive, or intend to seek, compensation for investment
banking services in the next three months from Grupo Bimbo.

e Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other
than investment banking from Grupo Bimbo.

Grupo Bimbo (BIMBOA.MX) Price Chart
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Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.

Initiated coverage Oct 20, 2009. This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst
may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

Explanation of Equity Research Ratings and Analyst(s) Coverage Univer se:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’ steam'’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocksin the analyst’s (or the analyst’s team’s)
coverage universe] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocksin the analyst’s (or the analyst’ s team’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector
and/or country shown on the cover of each publication. See below for the specific stocks in the certifying analyst(s) coverage universe.

Coverage Universe: Alan Alanis: AmBev (ABV), AmBev Pn (AMBV4.SA), Brasil Foods ADR (BRFS), Brasil Foods SA
(BRFS3.SA), Coca-Cola Femsa SA (KOF), Compania Cervecerias Unidas (CCU), Embotelladora Andina SA (AKOb),
Embotelladoras Arca (ARCA.MX), FEMSA (FMX), Grupo Bimbo (BIMBOA.MX), Grupo Continental (Contal)
(CONTAL.MX), Grupo Modelo (GMODELOC.MX), Marfrig (MRFG3.SA), Minerva SA (BEEF3.SA)
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J.P. Morgan Equity Research Ratings Distribution, as of December 31, 2009
Overweight Neutral  Underweight

(buy) (hold) (sel)

JPM Global Equity Research Coverage 42% 44% 14%
IB clients* 58% 57% 42%
JPMSI Equity Research Coverage 41% 49% 10%
IB clients* 78% 73% 57%

*Percentage of investment banking clientsin each rating category.
For purposes only of NASD/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating fallsinto a hold
rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Registration of non-US Analysts. Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMSI, are not registered/qualified as research analysts under NASD/NY SE rules, may not be associated persons of JIPMSI,
and may not be subject to NASD Rule 2711 and NY SE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide.

Optionsrelated resear ch: If the information contained herein regards options related research, such information is available only to persons who
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at

http://www.opti onscl earing.com/publicati ons/risks/riskstoc.pdf .

Legal Entities Disclosures
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member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. Registered in England & Wales No.
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. K orea: J.P. Morgan Securities (Far East) Ltd,
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addressis Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE.
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