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Private equity in Mexico: Primed for significant growth

Mexico is a nascent private equity (PE) market primed for strong growth. Yet it has been largely overlooked as an
investment opportunity, even as private equity investors have flocked to establish positions in large emerging

markets like India and China over the past 12 years.

In terms of funds raised and total deal value, Mexico has strained to keep up with activity in more popular markets,

and PE penetration as a percentage of gross domestic product remains below levels in much of the developing world.

But the relatively low interest that investors have displayed masks the fact that PE investment in Mexico has grown
substantially over the past 12 years. Since 2000, a total of $14.9 billion in capital has been committed to PE in-
vestments. And while the economic crisis severely crimped global PE activity, investment in Mexico has actually
accelerated since 2008: The annual rate of fund-raising has increased nearly sixfold, to $2.9 billion, and the
number of general partners active in the market more than doubled to 771 in 2012. Compounded annually, new
fund-raising has grown 56% over the past four years vs. just 4% in Asia and 2% across the rest of the world

(excluding Europe and North America).

Based on Bain & Company’s deep private equity experience in other emerging markets, our view is that Mexico
is positioned for continued strong growth. The four key factors that affect PE penetration in a given market—
economic foundation, deal flow, policy environment and commercial maturity—all suggest that Mexico is on a

pronounced upward trajectory.

Although it continues to work through a number of regulatory and perception challenges, the market overall
presents a fertile opportunity both for PE investors and the country itself. Experience has already shown that most
Mexican companies backed by private equity investments have outperformed the market, growing revenues and

adding jobs. And the injection of private capital can help accelerate Mexico’s economic growth overall.

Increasing PE activity in Mexico owes both to the country’s steady economic outlook and improving regulatory
environment. One big catalyst was a rule change in 2009 that allowed domestic pension funds to invest up to 20%
of their assets in private equity. Since then, they have played a key role, contributing a total of about $4 billion in
fresh capital, half of it focused on the real estate sector. With reported total assets of $137 billion, according to the

Emerging Markets Private Equity Association, these funds represent a large and growing pool of potential capital.

Outside investors have been attracted by the nation’s stability and growth potential. After years of economic vol-
atility and turmoil in the 199o0s, the Mexican economy has settled into a period of steady expansion. Public debt
is low, inflation is tame at less than 4% and GDP is expected to keep growing annually in the 3% to 4% range,
powered by strong exports and a growing domestic market. Demographic data suggests these trends will con-
tinue. Mexico’s labor force will increase by 10 million over the next 15 years, and middle-class households will

almost double to approximately 18 million.
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Mexico also has a number of structural advantages that enhance its position as a global trade partner, including a
skilled, relatively low-cost labor pool and managerial talent that has a cultural affinity with the West. Geographically,
it shares with the US one of the world’s most active borders and has both Atlantic and Pacific ports. It has forged
11 free trade agreements with 43 countries representing approximately 75% of global GDP and benefits from six

preferential trade pacts.

Among investors, there is a perception that Mexico is dominated by a handful of very large companies, with a
steep drop-off in size from there, raising concerns among some general partners that there aren’t enough targets
worthy of investment. But a closer look at the nation’s industrial structure shows that there are 48,000 growth
companies in the size range sought by private equity and venture funds. While the pool of medium- to large-
sized targets is limited to around 7,000, only about 50 of those have attracted PE investment so far, meaning
there are ample opportunities to find suitable candidates. The country has also developed an extensive support

ecosystem to incubate new and growing companies.

The increasing maturity of Mexico’s economy points to a number of expanding foundational industries that offer
unique growth stories, including education, healthcare, financial services, housing and auto parts. Companies that
have already gotten PE support provide encouraging results. Nine of them, including Homex, Credito Real and
Sports World, have gone public on the Mexican Stock Exchange since 2004, and a sample of successful invest-

ments shows an average 41% increase in annual revenues over four years and a tripling in the number of jobs.

Developing PE to its full potential in Mexico, however, will require addressing some key challenges. From a policy
perspective, the country has made great strides when it comes to ease of doing business, providing strong investor
protection and creating valuable tax incentives. The government has forged a regulatory framework favoring in-
vestments, including the rules allowing pensions to invest more freely and an important new set of bankruptcy

laws aimed at facilitating real restructuring.

Based on Bain’s interviews with investors, however, there is a widespread perception that some regulations and
policies still need work or are not enforced consistently, leading to confusion and the potential loss of value. Trouble-
some outcomes in the bankruptcies of Bufete Industrial and Mexicana de Aviacion, for instance, tarnished the
positive image that the bankruptcy laws had garnered through other cases that had better results for investors.
Another example: CKDs, the investment vehicles used by pension funds, are widely viewed as useful, but in need

of continued refinement.

Our interviews also revealed that foreign investors and domestic entrepreneurs share a lack of awareness con-
cerning how much potential there is in working together. Mexico is simply off the radar for many general partners
who are not always fully alert to how much the regulatory environment has improved in recent years. On the com-
pany side, owners and entrepreneurs tend to be wary of giving up equity, reluctant to enter partnerships and ill-

informed about the track records of potential PE investors and the value proposition they can offer.
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Despite these challenges, however, PE in Mexico continues to grow rapidly. And given the broader forces encour-
aging investment, the pressure is to the upside. If Mexico can match China’s PE penetration as a percentage of GDP

over the next 12 years, a reasonably attainable goal, annual fund-raising would almost triple to around $6 billion.

For Mexican policy makers, the value of encouraging that growth is clear. To increase long-term GDP growth to a
level of 5% annually, the country will need at least $30 billion per year in additional private investment. A robust
private equity market could be a substantial contributor to that total and help maintain the sort of virtuous cycle

of investment and growth that leads to benefits for all participants in an expanding economy.

Mexico has already made it clear that it is open for business. For general and limited partners seeking growth
opportunities in a less-crowded market, it is worth another look.
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The current state

of play: Rapid

growth from @
small base

Private equity (PE) is still nascent in Mexico but
has grown significantly since 2000, as investors
have committed $14.9 billion in new capital.

Encouraged by steady economic growth and favor-
able regulatory changes, annual fund-raising in-
creased nearly sixfold between 2008 and 2012
as the number of active general partners more

than doubled to 71.

The recent PE growth rate in Mexico has outpaced
that in the rest of the world, albeit from a small
base, and investments have increased steadily
despite the recent economic crisis.

Government action permitting Mexican pension
funds to invest has led to new commitments of
$4 billion since 2009, mostly in real estate.

Activity is concentrated: 23 general partners have
committed 80% of the capital and have favored
midsize growth companies.

Four industry sectors have accounted for 60% of
all investments: real estate, technology, telecom
and media, financial services, and wholesale and
retail trade.

There have been many success stories, including
nine PE-backed IPOs on the Mexican Stock Ex-
change since 2004.

The benefits to local companies are clear: PE
support has helped companies produce strong
growth in both revenue and new jobs.

Yet PE penetration remains well below those in
other emerging markets. As a percentage of GDP,
fund-raising in Mexico is approximately 58% of
average fund-raising in Russia, 40% of the aver-
age in Chile or Brazil and 32% of that in China.
Mexico's total deal value is also a fraction of the
values in those countries.
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Private equity investors in Mexico have committed a total of $14.9 billion in new capital since 2000...

Accumulated committed capital Number of GPs in
(US$ B) the Mexican market
- P
: 60
15 14.9
TN
10 Capital committe
before 2000 30
is not included
-
5

0 0

2000 2003 2004 2006 2007 2008 2009 2010 2011 2012

__ Number of GPs in

the Mexican market Il Growth [l Venture capital [l Buyouts Mezzanine Fund of funds Real estate Infrastructure

Note: Cumulative committed capital only accounts for the period 2000-2012; it represents only the target funds to Mexico (not the total commitment of the funds). Each GP can
have several funds, but the chart represents only the number of GPs per year and not the number of funds
Source: AMEXCAP

...and the annual pace of fund-raising grew six times since 2008 as the number of active general

partners doubled

Total capital raised by year of fund-raising closing

(US$ B)
$3 7 2.9 CAGR
2008-2012
Infrastructure 162%
2.2
2
~6X
1.5 Real estate 60%
1 0.9 Fund of funds
- Mezzanine
0-5 e B Buyouts 34%
000000 ]
[l Venture capital
B Growth
2008 2009 2010 2011 2012
Number of GPs: 33 37 47 55 71

Note: Total capital raised equals capital committed per year
Sources: AMEXCAP data; Bain analysis
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On a global basis, Mexico’s fund-raising growth has been comparatively strong, even during the recent

economic crisis

Indexed PE fund-raising

(Base 2008)
600
500
400
CAGR
300 2008-2012
= Mexico 56%
200 — Rest of world 2%
= Asia 4%
—
100 —_— == North America 1%
Europe -1%
0
2008 2009 2010 2011 2012

Note: Includes only funds with final close, indexed using 2008 as a base 100
Sources: Preqin, Bain analysis

One key driver has been the participation of Mexican pension funds following a 2009 regulatory change

allowing them to invest in PE

Mexican pension funds (afores) have committed more than About 50% of pension fund capital
$4 billion in last 4 years has flown into real estate

Pension funds committed to PE per year Distribution of pension funds committed to PE in 2012
(US$ B) (US$ B) —Buyouts
3 100% 4.1 rVenture capital
In 2009, )
regulation changed Infrastructure
allowing pension funds 80

to invest in PE

60 ="
Real estate

40
20 F::d of fl{nds
ezzanine
- @@
0 _m_
2009 2010 2011 2012 Total

Cumulative %
of pension funds

committed to PE: 0.6% 2.1% 2.3% 3.0%

Note: Amount committed to PE funds comes from the CKDs (structured equity securities). Numbers are cumulative

Sources: AMEXCAP and CONSAR
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Since 2000, 23 general partners with funds topping $180 million have raised about 80% ($11.5 billion)

of the total capital committed

23 GPs raised about 80% of the capital committed

71 14.98
100% e — == $ $15

Capital is concentrated in fund-raising and managing stages

Capital committed, 2000-2012
(US$ B)

10
100-180M
(13)
5
0
Number of GPs Capital committed Fund-raising Managing Harvesting Total
and investing and liquidating

Note: 1996-2012: total of 71 GPs (active GPs=70) 2000-2012; total GPs are 70 (active GPs=69)
Source: AMEXCAP

Investors have favored midsize growth companies and are open to both majority and minority stakes

Growth is the main strategy for funds... ..:fur.lds mainly t.arget ...and.fuf\ds are open fo take both
midsize companies®... maijority and minority stakes

71 $14.98 43 $6B
100% - 100% -
Infrastructure
T~ Maijority
80 Real estate 80 Y
/
Fund of funds WY 60
ezzanine
Buyouts 2 ]
. , 1
Venture \\ N 40
capital \
o\
20
9) 0
Number of GPs  Total capital raised Number of GPs  Total capital raised Number of GPs  Total capital raised

*Size based on revenues (in US $): very small ($2M-$5M), small ($5M-$20M), medium ($20M-$40M) and large ($40M+)
Note: Total capital raised equals committed capital. Includes only funds with final closing year in 2000-2012 (total funds raised since fund inception)
Sources: AMEXCAP data; Bain analysis
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The number of investments has been climbing steadily each year, though exits have been choppier

Investments compare positively with other markets... ...while exits severely decreased in 2011

Indexed number of investments* Indexed number of exits**
300 200
Mexico
Rest of world
150 .
200 Mexico
100
100
Rest of world 50
0 0
2008 2009 2010 2011 2008 2009 2010 2011
Mexico Mexico
(growth %): 36% 27% 63% (growth %): 20% 100% -13%
Rest of world Rest of world
(growth %): -40% 30% 3% (growth %): 31% 97% 9%
*Investments: Number of transactions per year
**Exits include three liquidations and one partial exit
Sources: Dealogic; AMEXCAP; Bain analysis
Since 2001, four sectors have accounted for roughly 60% of all investments and exits. ..
Number of transactions in Mexico Infrastructure
Healthcare
150 48 Real estate
100% Servi
ervices
Infrastructure

Business services
Manufacturing

80 Business services Services

Healthcare
.

Financial services
Financial services

40 Wholesale and retail trade

Technology, media and telecommunications

Technology, media and telecommunications

20
Real estate Wholesale and retail trade
0
Investments Exits
(2001-2012) (2001-2012)

Sources: AMEXCAP data; EMPEA; Dealogic; Bain analysis

Page 9



Private equity in Mexico | Bain & Company, Inc.

...and strategic buyers have provided the most exits (though they are under-represented vs. other regions)

Exits by channel

. _ _

80
60
40

20

Mexico us Asia-Pacific Global
(2001-2012) (2006-2011) (2005-2012) (2000-2011)

M Strategic M Sponsor-to-sponsor [ IPO Shareholders/recap

Sources: AMEXCAP data; EMPEA; Dealogic; Bain analysis

There have been many PE success stories over the past decade in Mexico...

e 2002-2008: Multiplied investment ~17X (~60% CAGR)
® Presence growth: From 10 to 34 cities

* >1M people in Mexico live in a Homex house

® 1991-2007: Multiplied investment ~36X (~25% CAGR)
e Generated >115,000 new jobs

Arabela

® 2005-2008: Multiplied investment ~4X (~50% CAGR)
* Developed a national information and sales system

e Strategic expansion to private sector aiming for sustainable growth

Cinemex e 2002-2004: Multiplied investment ~5X (~128% CAGR)

Sources: Fondo de Fondos; Corporacién Mexicana de Inversiones de Capital; Carlyle Group; Bain analysis

Page 10



Private equity in Mexico | Bain & Company, Inc.

...and since 2004, PE-backed companies have launched nine initial public offerings on the Mexican

Stock Exchange

2004 2006 2008 2012

Homex Grupo Famsa Genomma Lab Credito Real

Axtel Compartamos Banco
Sports World
Promotora Ambiental ' Financiera Independencia
2005 2007 2010

Source: AMEXCAP

PE support has led to strong revenue and job growth at companies taking on new investments

Revenue CAGR over the holding period Cumulated jobs before and after PE support
(sample of successful investments) (average holding period of 4 years; K employees)

Holding period
(years)
Company A 73% 2 150 137
Company B 5 ;/(
Company C 7
Company D [N 30% 4 100 ~3X
Company E - 23% 4
~4X in 4 years
Company F - 22% 4
Company G [N 175 pverage o A1% 7
Company H - 15% 2
Company | - 11% 3
0
0 20 40 60 80% Before PE support At end of PE support

Sources: KPMG-AMEXCAP Impact Research Study (sample of successful investments made between 2000 and 2009)
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Private equity penetration in Mexico remains well below other emerging markets, both in terms of funds

raised and total deal value

Funds raised as a percentage of GDP Deal value as a percentage of GDP
(Average 2006-2010) (Average 2006-2010)
0.6% 0.6%
0.49
0.4 0.4
0.35
0.20
0-2 0.16 0.15 Average 02 0.15

Average

0.13 0.13 0.13

0.06 (05

0.04

0.0
India  China  Chile Brazil Russia Mexico Colombia Turkey India  Chile China Brazil Turkey Russia Mexico Colombia

Sources: Preqin; Dealogic; Capital IQ; Bain analysis
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The market:

Primed for strong

PE growth

Based on Bain’s deep global experience, Mexico
meets four key factors for private equity growth:
a strong economic foundation, ample deal flow,
an effective regulatory framework and growing
commercial maturity.

Mexico’s economy is stable, buttressed by steady
GDP growth, low levels of public debt and tame
inflation. Exports are booming, driven by an abun-
dance of skilled, low-cost labor and preferential
access to foreign markets, including the US.

The domestic market is expanding steadily and will
benefit over the next 15 years as the labor force
grows by 10 million people and the middle class
doubles to approximately 18 million households.

Mexico's growth and development present unique
opportunities in several key industries: health-
care, financial services, automotive parts, housing
and education.

Mexican companies are predominantly small.
But there are 48,000 in the size range sought by
private equity and venture funds. Of the roughly
7,000 medium- to large-sized growth companies,
PE funds have invested in only 50.

From a policy and regulatory standpoint, the busi-
ness environment in Mexico is rapidly improving.
By most measures—from ease of doing business
to taxation—it performs better than the BRIC coun-
tries: Brazil, Russia, India and China.
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Mexico’s steady growth, manageable debt and moderate inflation add up to a stable macroeconomic environment

Low levels of public debt and inflation...

Public debt

as a percentage of GDP Inflation
40% 8%
30 6
20 4
10 2
0 0.0
2007 2008 2009 2010 2011
— Public debt = Inflation

Sources: Economist Intelligence Unit; Banco de México; CONAPO

...combined with sustained GDP growth

Real GDP growth rate
(2005 US$)

7.5%

5.0

2.5

0.0

2.5

5.0

7.5
2006 2007 2008 2009 2010 2011 2012F 2013F 2014F 2015F

Exports are booming, driven by advantageous market access and a skilled, low-cost labor force

The increment of manufacturing costs in Asia

is favoring exports from Mexico to the US...

...and as a result, total Mexican exports
are growing strongly

Country of origin of US imports Annual growth rate

(US$ B)
$400 10%
7.9%
4.6% >8%
5 . (o]
300
0
200
5
CAGR CAGR
100 04-09 09-11 8.0%
210
B Mexico 3% 16%
B China 2.5%@ s
0 ;
04 05 06 07 08 09 10 11 2008 2009 2010 2011

Sources: US Census Bureau; Mexico’s “Secretaria Exterior”; Bain analysis
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Consumer activity and private investment are both strong and growing...

Private consumption Gross fixed capital formation

Annual growth rate Annual growth rate

12% 10.3% 10%

7.0%

-12.1%
-12.6%

2008 2009 2010 2011 2008 2009 2010 2011

Sources: Economist Intelligence Unit; Banco de México; CONAPO

...and that should continue, given an expanding labor force and a rapidly developing middle class

Labor force will increase by ~10M Middle-class households will almost double

Mexico’s population by segment Households by socioeconomic level
(Millions of people) (Millions of households)
125 40
37
100 e
30 28 S
AzB Middle-
Labor force c 7 class
75 20-70 years * | . growth:
50 -]
D+
10
25 - -
0 0
2010 2025 2010 2025

Sources: CONAPO; World Bank

Page 17



Private equity in Mexico | Bain & Company, Inc.

All in all, the Mexican economy is maturing, with spending on the rise in education and health. ..

Education: Health:
Spending moving to higher, more expensive levels Increase in spending due to economic growth and aging population
Students by level in Mexico Health expenditure as a percentage of GDP
30M 27M Indexed cost
level
100% EEEEEEEE per leve 10%
- a ‘ 8.2
80 High school 106 8 7.6
T 6.7
6.4 6.2
60 106 6 54
- 4.6
40 4
Primary 100
20 2
0 0
2010 2020 Brazil Chile Mexico Turkey Colombia Mexico Russia China

2020 2010

Sources: Marketline: Automotive Manufacturing in Mexico; Bain analysis

...as housing demand and manufacturing exports grow

Housing: Automotive parts manufacturing:
The deficit between houses and households is expected to increase Strong and growing industry

House vs. household deficit Mexico automotive parts manufacturing exports
(Millions of houses) (US$ B)

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 $60B
0.4

06 40
0.8 20
-1.0 0
0.82 0.84 0.86 0.87 -0.89 0.91-0.93 0.94 -0.96 -0.98 -0.99 2008 2009 2010 2011 2012 2013 2014 2015 2016

Sources: Marketline: Automotive Manufacturing in Mexico; Bain analysis
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This maturing economy will provide PE investors with unique growth prospects across an important set

of industries

e Education centers located in fast-growing midsize cities

e Low-cost education offering targeted to the middle class

* Basic and advanced hedlthcare infrastructure
Healthcare . . .

* Low-cost basic medicines; nursing homes

. . . * Insurance and investment products (e.g., healthcare, life, retirement)
Financial services
e Credit offering and products leveraging low-cost channels

* Housing products, driven by higher per capita GDP, middle-class growth
e Shift in population need and wants, increase the demand for apartments
¢ Rollup of small companies, as market is highly fragmented ~1,000 firms

Avutomotive parts indus
P v e Capital injection, as main source of financing is shrinking

¥

PE investors could take advantage of the opportunities in these industries

Sources: INA; Bain analysis

Mexico has approximately 48,000 companies in the size range sought by PE and venture funds...

Companies by revenue size

(thousands of companies) Out of the approximately 7,000 midsize or large

companies potentially suitable for growth strategy,
PE funds have invested in only about 50

50 3.2
o7 E——
I Large
40 Medium (US$45M+)
(US$20M-$45M)
30
20
There is an opportunity for VCs to invest in some
of the approximately 20K small companies
and grow them into midsize companies

10 fueled by innovation

0

Small and very smaill Medium Large Potentially attractive companies

Sources: INEGI Economic Census 2009; Bain analysis
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..and a growing ecosystem in which to incubate new companies

¢ The National Incubators Program created in 2012
~50 new business units, for a total of ~500 incubators
spread across 190 cities in Mexico

e Several fypes of institutions incubate new companies:
Business incubators — Government agencies

— Technological centers

— State and private universities

— Foreign universities and centers

— Local incubators

¢ Mexico Emprende Centers
— Provide subsidized training and advice

Public programs

e Technological Innovation Fund
— Finances technology enterprises

Source: Bain analysis

>10K
» new enterprises

created in 2012

>100K enterprises

served and
» ~30 technology parks

supported in

2010-2011
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Future trends:
Opportunity

tempered by

key challenges

Private equity investors still face several key challenges.

Though regulatory policies, including a strong set
of bankruptcy laws, are well founded, they are
not always clearly enforced, leading to uncer-
tainty. Several important fiscal reforms have been
discussed but not yet implemented, further cloud-
ing decision making.

Investors and companies face a communication
gap. Foreign sources of capital are not always
fully aware of the progress being made in Mexico,
and local entrepreneurs remain wary of accept-
ing outside investment.

Conditions remain favorable for continued growth.
If Mexico can boost its fund-raising to the level
of China’s as a percentage of GDP—a modest
goal—the annual total of capital available for PE
investments would almost triple over the next 12
years to $5.9 billion.

The increased private investment would have sub-
stantial benefits for the Mexican economy, help-
ing boost GDP growth toward a 5% annual rate,
increasing jobs and accelerating performance
among the nation’s burgeoning set of entrepre-
neurial companies.
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Mexico boasts an improving business and regulatory environment that compares favorably to that of other

large developing nations

Education level, investor protection and ...and are mostly better than
tax incentives are improving... in the BRIC countries

Mexico rank BRIC rank

Brazil Russia India China
Mexico's values 2012 2008 2012 2008 2012 2008 2012 2008 2012 2008 2012

Ease of
doingbusiness-63 62 53 A 122 128 W 106 118 W 120 132 ¥ 8 91 ¥

Human and social
environment

74 73 A 88 77 A 73 5V 47 52V 52 54 Y
Invest tecti d
pedwewicel  LANEFIMEFSEEEES ARV ARTFR I

Taxation -79 67 57 A 51 74 W 53 65 W 100 97 A 81 27 A

0 20 40 60 80

*Data from 2006
Sources: Economist Intelligence Unit; Dealogic; EIU; CapitallQ; Global PE/VC attractiveness index; Bain analysis

Some key challenges still need to be addressed

o As illustrated by the case of Mexicana de Aviacién, law is not always applied

Clearly enforce regulations .
Y °g to its full extent, leading to uncertainty among investors and undermining the

and policies
P value of improved regulatory framework in Mexico

Reduce uncertainty around changes e Over the past years several fiscal reforms have been discussed, making investors
to the fiscal regulation unsure about which changes the new government will implement

e Foreign investors are not always fully aware of the policy improvements

IR G e =0 around investing implemented in Mexico in the past years

key actors

* Many entrepreneurs are not conscious of the benefits of PE investment

Improve vehicles available for e CKDs, the investment vehicle currently used by pension funds, are now
pension funds o invest in PE sub-optimal and need to be revised

Source: Bain analysis
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Despite many examples of successful partnerships, local entrepreneurs remain skeptical of the PE

value proposition

Entrepreneurs benefit in multiple forms

PE firms have partnered with companies
from partnerships with investors

at different stages of their life cycles

Seed

b, Vel J Alternative source of capital
.9

Early stage

Entrepreneur

e/t Cinemex, Micel] \/ Strategic direction and potential exit strategy

Mid-stage Growth
‘/ Top talent

(e.g., Homex, Genomma Lab)

Expansion

Late stage i WY Gz [cnitidd J Extensive network of contacts

Entrepreneurs are still concerned about partnering, are not well informed
about investors’ track records and fear losing company control

Source: Bain analysis

Investors need to communicate to entrepreneurs that PE investments have historically led to substantially

better performance

Private equity disciplines... ...to create operating value

Company profit growth rate 2-4 years after PE investment
(2-year CAGR)
China example

Define the full potential

20%
Develop the blueprint 17%

Accelerate performance

Harness the talent

“Make equity sweat” (higher debt-to-equity ratio) 5

Foster a results-oriented mindset

Source: Bain analysis

Listed firms PE-backed companies
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If Mexico can match China’s PE penetration as a percent of GDP over the next 15 years, annual fund-raising
would almost triple to $5.88 billion

Average annual fund-raising
(US$ B)

6 2.35 7 5.88

4
1.33
2
0
Mexico average 2010-2012 2025 Fund-raising equal to 0.20% of GDP 2025 fund-raising
(4% annual GDP growth) (China’s penetration)

Sources: Economist Intelligence Unit; AMEXCAP; Bain analysis

An increased PE contribution could help to generate the investment needed for Mexico to grow at a faster

pace overall

For the economy to grow at about 5% annually,
an investment of about $300 billion a year is needed...

...current private investment leaves

a substantial gap to be filled

(US$ B) Investments required to grow at 5% annually
(US$ B)
~US$300 ~
100% $ s200 . ~$200
Foreign -
~US$40 Pt
80 Public Pt -
~US$60 e 150
60
100
40 Private
~US$200 ~$30-$50
50 oo "
20 ‘ 1
O e ———————————— 0
Investments required to grow at 5% annually Private investment  Private investment Opportunity

required (2012)

Sources: CNBV; World Bank; INEGI; AMAI; Bain analysis; CEESP; Annual report Banco de Mexico and INEGI (BIE)
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Key contacts in Bain's Private Equity practice

Mexico City
Antonio Martinez Leal (antonio.martinez@bain.com)
Pino del Sesto (pino.delsesto@bain.com)

Antonio Martinez Leal is a partner with Bain & Company. Pino del Sesto is a principal with the firm. Both are
in the Private Equity practice of Bain’s Mexico City office.



Dhared Ambition, True Resulblz

Bain & Company is the management consulting firm that the world’s business leaders come to when
they want results.

Bain advises clients on strategy, operations, technology, organization, private equity and mergers and acquisitions. We develop
practical, customized insights that clients act on and transfer skills that make change stick. Founded in 1973, Bain has 48 offices
in 31 countries, and our deep expertise and client roster cross every industry and economic sector. Our clients have outperformed
the stock market 4 to 1.

What sets us apart

We believe a consulting firm should be more than an adviser. So we put ourselves in our clients’ shoes, selling outcomes, not
projects. We align our incentives with our clients’ by linking our fees to their results and collaborate to unlock the full potential
of their business. Our Results Delivery® process builds our clients’ capabilities, and our True North values mean we do the right
thing for our clients, people and communities—always.

For more information, visit www.bain.com
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