
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Mexarrend Fourth Quarter 2020 Earnings Report 
 
 
 
Mexico City, February 24th, 2021 – Mexarrend, S.A.P.I. de C.V. (“Mexarrend” or the “Company”), 
announced its unaudited consolidated financial results for the fourth quarter of 2020 (“4Q20”) and twelve-
month period (“12M20”) ending December 31st, 2020. All figures are expressed in Mexican Pesos (“$”) 
unless stated otherwise, and were prepared in accordance with International Financial Reporting 
Standards (“IFRS”).  
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4Q20 Highlights 
 
❖ During the fourth quarter Mexarrend continued to implement several initiatives to respond to the 

COVID-19 pandemic. These included working remotely, thereby ensuring business continuity and 
efficient management of operations, while safeguarding the well-being of our employees. 

❖ All debt in dollars is hedged, both for coupon and principal payments, providing stability in the 
Company’s cash flows. Mexarrend’s hedge accounting shows variations in the market value of its 
derivative instruments as part of the Company’s assets, which are not always equal to the 
variations in the exchange rate shown on the Income Statement. These variations are presented 
on the Other Comprehensive Income (“OCI”) stockholders’ equity account.  

❖ On December 30th, 2020, the Company’s three existing groups of stockholders agreed to an 
additional capitalization of up to $10 million dollars, which will be reflected on the Balance Sheet 
for the 1Q21, as the capitalization will take place in that quarter. 

❖ During 2020, Mexarrend continued to digitize its key processes, and as of today, all vendor 
operations are 100% digital. 

❖ For the full 2020, Mexarrend reported an increase of $36 million pesos in net profit compared to 
the same period in 2019, despite the current unfavorable economic environment. 

❖ During 2020, the Mexarrend Corporativo division, whose business model consists on originating 
portfolio for its later funding without resources (effectively taking out credit risk), was consolidated. 
Mexarrend continues to manage this part of the portfolio, which for reporting purposes is defined 
as the “Portfolio Under Management”. 

❖ Mexarrend's Portfolio increased by $857 million, of which $327 million is Portfolio Under 
Management. 

❖ Total assets remained stable at the end of the period, amounting to $10.469 billion pesos 
compared to $10.596 billion at the end of 12M19, as new loans were offset by a decrease in the 
cash position, as the funds from the 2024 Bond were deployed.  

❖ Our non-performing loans increased by $33 million pesos to 6.3%, compared to 5.3% at the end 
of 2019. This modest increase demonstrates the strength and resilience of our portfolio in the face 
of the negative impact of the COVID-19 pandemic on the Mexican economy. Reserves currently 
amount to 51% of the non-performing loan portfolio considering the total account (principal + 
future income). 

❖ A negative impact on the Other Comprehensive Income account continues to be reflected in the 
Company’s stockholders’ equity. This is due to the difference between the impact of the 
depreciation of the exchange rate and the market value of the derivatives adjusted by the call 
spread premiums for $130 million pesos at the end of December 2020.  

❖ This account has no material impact on the Company's capital (temporary impact). 
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Relevant Events  
 

2Q20 
 

Mexarrend and Zinobe announce the creation of Centeo, a fintech platform that aims to 
provide financial services to small and medium-sized enterprises in Mexico  

During the second quarter of the year, Mexarrend announced the launch of Centeo through a joint 
venture with Zinobe, a leading fintech firm in the Colombian market. Mexarrend holds a 51% stake in 
Centeo. 
 
The objective of the joint venture is to meet the needs of the Mexican SME market, which due to its nature 
requires a high level of automation. Additionally, positive externalities are expected for the Mexarrend 
ecosystem, which will help to consolidate the digitalization process that began 12 months ago. 
 
Centeo is a platform that takes advantage of technology to provide fast and flexible credit to SMEs in 
Mexico. Alternative data is used to make better risk decisions and increase origination capacity. Similarly, 
digital technologies are used to increase speed and efficiency in order to provide a superior transaction 
experience. 
 

3Q20 
 

Mexarrend officially recognized as a “Socially Responsible Company” and adheres to the 
Global Compact 

During the quarter, Mexarrend was officially recognized as a Socially Responsible Company (Empresa 
Socialmente Responsable in Spanish) and became one of the first Mexican leasing companies to form 
part of the United Nations Global Compact initiative, with 10 of the Compact’s principles and the 
Sustainable Development Goals (“SDG”) being integrated into our business strategy.  

Our first sustainability report will be available in both English and Spanish in March. 
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4Q20 
 

Mexarrend announces approval of $45 million dollar loan from the US International 
Development Finance Corporation (“DFC”) 
 
On October 15th, 2020, Mexarrend announced the approval of a US$45 million loan, with a 10-year term, 
from the United States International Development Finance Corporation (“DFC”). A letter of commitment 
has been signed by both parties and documentation is expected to be finalized in the first quarter of 
2021. The resources will be used to grow Mexarrend’s portfolio and take advantage of opportunities that 
arise in the coming months, focusing on sectors that have demonstrated resilience during the current 
economic situation. 
 
The approval of this facility demonstrates the strength of Mexarrend's systems, controls, processes and 
origination capacity, as well as its clear focus on strengthening ESG processes and financial inclusion in 
the Mexican market. 

 
Mexarrend announces capital increase of up to US$10 million 

On December 30th, 2020, Mexarrend’s shareholders agreed to subscribe to an increase in the variable 
portion of the capital stock by up to US$10 million, which will be drawn down during the first quarter of 
the year. This will strengthen Mexarrend’s Balance Sheet, and facilitate the growth of the portfolio in 
2021, a year in which the Company expects an increase in demand for its leasing products as the economy 
recovers.  
 
The capital increase will be provided by the three existing groups of Mexarrend stockholders. 

 

1Q21 
 
Mexarrend announces new $3 billion pesos Warehousing Revolving Credit Facility with 
Credit Suisse 

On February 10th, Mexarrend signed a warehousing revolving credit facility with Credit Suisse AG, 
Cayman Islands Branch, for $3 billion pesos. The facility is structured to permit additional financing up to 
a total of $4.2 billion pesos.  
 
This credit facility provides the necessary flexibility to set aside provisions in line with portfolio growth, 
thereby optimizing cash and leverage levels. In addition, the credit facility diversifies the Company’s debt 
profile significantly. This new line, along with the capitalization and the DFC credit line, will allow 
Mexarrend to take advantage of opportunities and fund growth in the coming months and years, 
maintaining a healthy balance sheet and strong financial indicators at all times. 
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Financial and Operating Summary 
in million pesos 
 

Financial Metrics 4Q19 4Q20 Var. % 12M19 12M20 Var. % 

Total Revenues   414  397  (4.1) 1,475  1,511  2.4  

  Cost of Sales   248  278  12.1  878  1,050  19.6  

Gross Income 166  119  (28.3) 597  461  (22.8) 

Gross Margin 40.1% 30.0% (1,010)bps 40.5% 30.5% (1,000)bps 

  Operating Expenses   100  74  (26.0) 323  293  (9.3) 

  Operating Income 66  45  (31.8) 274  168  (38.7) 

Operating Margin 15.9% 11.3% (460)bps 18.6% 11.1% (750)bps 

Other (Income) Expenses, Net (39)  9 (123.1) (37) 15 (140.5)  

Comprehensive Financing Result 60  95 58.3 374 244 (34.8) 

Income Before Income Taxes 45  (59) NM (63) (91) NM  

  Income Taxes (56) (81) NM (67) (131) NM  

Net Income  101  22  (78.2) 4  40  900.0  

Net Income Margin 24.4% 5.5% (1,890)bps 0.3% 2.6% 230bps  

 
Operating Metrics  

 
  

12M19 12M20 Var. % 

 Total Portfolio     8,519  9,049  6.2  

  Leasing    7,790  8,617  10.6  

  Credit and Factoring      669  379  (43.3) 

  Services      60  53  (11.7) 

Portfolio Under Management    - 327 NM 

Non-Performing Loans    5.3% 6.3% 100bps 

Real Estate Portfolio    1,158  1,278  10.4  

Net Productive Assets1     9,677  10,654  10.1  

Financial Ratios 

   
    12M19     12M20      Var.  

R O A A  
  

 0.05% 0.4% 35bps 

R O A E* 
  

 0.3% 2.7% 240bps 

Financial Debt*/ Stockholders’ Equity* 
  

 5.4x 5.1x (0.3x) 

Capitalization* (Stockholders’ Equity*/ Total Assets*) 
  

 14.2% 15.0% 80bps 

Stockholder’s Equity*/ Total Portfolio 
  

 17.7% 17.1% (60)bps 

Leasing Portfolio / Total Portfolio 
  

 91.4% 95.2% 380bps 

Total Portfolio / Financial Debt* 
  

 1.1x 1.2x 0.1x 

Current Assets / Current Liabilities 
  

 2.1x 1.3x (0.8x) 
 
1Net Productive Assets are calculated as the sum of the Total Portfolio, Portfolio Under Management and Real Estate Portfolio. 
*Net Financial ratios, not accounting for the effects caused by variations in the exchange rate for the quarter due to the debt coverage and eliminating the 
effect of the OCI on stockholders’ equity. 
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Message from the CEO  
 

2020 was a year of challenges and uncertainty that increased market volatility and negatively impacted 
the economy both in Mexico and around the world. For Mexarrend, it was a year of learning that tested 
and proved the flexibility and effectiveness of our business model. Our operational pillars are founded 
on the diversification and health of our portfolio, the efficiency of our collection processes, speed in the 
monetization of assets and access to financing to continue market penetration. Thanks to the hard work 
of our team and the talent we have within our organization, we were able to respond to the challenges 
that arose in a very complex year, and are confident we will do so again in 2021, as we remain cautious 
with regard to the speed of the economic recovery in Mexico, and in particular, the outlook for the SME 
sector. We reacted quickly, offering support to our clients through our Plan Cero that we launched in 
March, which was very successful and gave clients that entered the Plan greater flexibility in their 
payments in the most difficult months of the pandemic. 
 
In addition, in recent months we have managed to secure our funding sources for 2021 and 2022 through 
the facilities announced with both the DFC and Credit Suisse, which will allow us to leverage the Company 
in line with originations and portfolio growth. 
 
The commitment of Mexarrend and our shareholders to Mexico’s economic growth and supporting SMEs 
was demonstrated yet again with the capitalization that was announced for $10 million dollars. This 
enables us to strengthen our Balance Sheet, to grow our portfolio and to continue supporting the 
entrepreneurs who play a key role in developing our country’s economy and our society, and on which 
the recovery in the coming months will depend significantly. 
 
Despite the challenges of 2020, we consolidated the Mexarrend Corporativo division, generating value 
in the structuring and do not carry the risk on the Balance Sheet. This allows us to increase the Company’s 
income and profit, without going through the Balance Sheet. At the end of 2020, we had approximately 
$330 million pesos of our Portfolio Under Management in various transactions. 
 
Another milestone for the year was the achievements and advances we made in sustainability issues, for 
which we were officially recognized as a Socially Responsible Company (Empresa Socialmente 
Responsable in Spanish). We have also agreed to adhere to the United Nations Global Compact. We 
reiterate our commitment to continue improving our efforts as a Company on this front, implementing 
new initiatives that positively impact both our environment and that of our customers. 
 
In 2020, the importance of adapting to change became paramount, not just for corporate survival, but 
to be able to play a constructive part in a sustainable and environmentally friendly recovery from the 
global pandemic. For this reason, at Mexarrend we have taken the relevant strategic measures since 
2020 to significantly advance the digitization of our Company. The first step was Centeo, a strategic 
alliance that we created together with Zinobe to service the smallest SME tickets, in a market with great 
potential, combining the strengths of both companies. The second step is the Digital Mexarrend project, 
through which we are digitalizing the customer experience and internal processes to ensure the quality 
of our operations and improve the customer experience. In February 2021, the first vendor product was 
digitalized and by the second quarter of the year all Mexarrend products will have a digitalized and 
automatic process that will create value for our customers and for the organization. 
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All that remains is to thank our team, who despite the complexities of this year demonstrated their 
commitment to Mexarrend and showed that whether we work remotely or in the office, we are able to 
achieve our objectives as a Company and maintain a high-quality client service. 
 
We are prepared for a cautious recovery in our economy, but we remain confident that by working to 
create a sustainable ecosystem for the growth of Mexico’s SMEs, we will build a better country and create 
new opportunities for all. 
 

Alejandro Monzó 
CEO, Mexarrend 
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Digitalization Process (Digital Mexarrend) 
 
Over the past two years Mexarrend has focused new investment on innovation and technology to 
improve the product offering and processes based on digitalization. For 2021 Mexarrend will continue to 
pursue best market practices, improving all stages of the business process, from when the client requests 
a selected product to its resolution. 
 
During 2020, Mexarrend has advanced and designed a fully automated management platform so that 
each of our clients receive an immediate response to their lease or credit requests, thereby saving time 
and money. In addition, customers can monitor status updates and can receive feedback throughout all 
stages of the process.  
 
This platform will be available for all products offered to customers by Mexarrend from April 2021. 
Customers will be able to use this platform to make requests or inquiries on the status of their lease or 
credit application from any electronic device, thus putting Mexarrend at the forefront of innovation for 
its priority: customer service. 
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Income Statement 
 

Total Revenues 
in million pesos

 

Cost of Sales 
 
Total cost of sales for the quarter increased 12.1% compared to 4Q19 and 19.6% year over year. This 
increase is explained by the growth of the portfolio and its respective financing cost. 

 
Gross Income                       Operating Income                               
in million pesos                                                                              in million pesos 

 
 
During 2020, there was a decrease of 28.3% in the gross income for the quarter and of 22.8% for the full 
year compared to the same periods in 2019. This decrease is explained by the low activity during the 
year (COVID-19 impact), in particular by the decrease in the commission income received at the time of 
origination. 
 

414 397 

1,474 1,511 

4Q19 4Q20 12M19 12M20

167 119 

597 

461 

4Q19 4Q20 12M19 12M20

67 
45 

274 

168 

4Q19 4Q20 12M19 12M20

 

On a quarterly basis, Mexarrend's total 
revenues decreased 4.1% compared to 
the same period of the previous year 
and increased by 2.4% year over year, 
driven by an increase in interest income 
from capitalized leases, a business line 
that reported an increase of 13.4 % in 
2020 vs. 2019, reaching $ 1.220 billion for 
the year. 
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Comprehensive Financing Result  
 
The comprehensive financing result decreased by 34.8% in 2020 vs. 2019, mainly due to one-off effects 
(reflected in 2019) from the issuance of the 2024 international notes and the acquisition offer for the 2022 
notes, which amounted to $140 million pesos. 
 
Mexarrend maintained a substantial cash position over the quarter, considering that origination 
decreased significantly. This is in line with the objective of protecting of the Company’s liquidity for 2021, 
seeking greater visibility of the impact, duration and depth of the recession as a result of the pandemic. 

  

 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

101

22 4
40

4Q19 4Q20 12M19 12M20

Net Profit  
in million pesos 
 
2020, saw a net profit of $40 million pesos, 
which compares favorably with the $4 million 
reported in 2019, mainly affected by the one-
off expenses derived from the issuance of the 
2024 Bond in July 2019. 
 
On a quarterly basis, the decrease in profit is 
mainly due to the movements reflected in the 
Comprehensive Financing Result ($79 million 
pesos more in 4Q20 than in 4Q19) and the 
increase in the Cost of Sales ($30 million 
pesos). 
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Mexarrend’s Portfolio* 
in million pesos 

 
As of the end of December 2020, the total portfolio increased by 6.2% to reach $9.049 billion compared 
to the end of 2019. We are monitoring the opportunities and the environment to analyze those industries 
in which it makes most sense to grow in the coming months - those which are resilient to the new market 
dynamics.   
 
 

 
* Some numbers were rounded up for presentation purposes. 

 
Portfolio Diversification 
 
The geographic diversification of our portfolio is in line with the percentage of participation in the 
economy. The highest concentration is found in Mexico City and the metropolitan area, which includes 
the State of Mexico. In terms of industry, our portfolio is well diversified.  
 
As shown in the “Client Composition in the Portfolio” section, we have low exposure to industries with 
high susceptibility to COVID-19 such as the auto parts, tourism and the restaurant sector. 
 
Our sales force operates throughout the country from our headquarters in Mexico City and currently has 
a representative office in Monterrey, to better serve the northern region.  
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Real Estate Portfolio  
in million pesos 
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As of December 31st, 2020, real estate assets 
reached $1.278 billion compared to $1.158 
billion as of December 31st 2019, representing 
an increase of 10.4%, as a result of the 
development of the real estate leasing 
product. At the end of 2020, the Real Estate 
Portfolio represented approximately 12% of 
Mexarrend's Total Productive Assets. 
 



 

 
 
 mexarrend.mx  
                                                                                    

14 

4Q 2020 Earnings Release 

LEASING INNOVATION 

Client Composition in the Portfolio 
 
Mexarrend uses GICS to classify its existing customer portfolio. A more detailed analysis of the portfolio 
is presented below, as of 4Q20. 
 

Sector 
Amount % Sector Amount % 

4Q19 4Q20 4Q19 4Q20   4Q19 4Q20 4Q19 4Q20 

Energy 8  17  0.10  0.19  Energy 8  17  0.10  0.19  

Materials 433  407  5.09  4.50  Materials 433  407  5.09  4.50  

Industrials 2,646  3,368  31.07  37.22  Capital Goods 1,087  972  12.76  10.74  

     
Commercial & Professional 
Services 

600  883  7.05  9.76  

          Transportation 959  1,513  11.26  16.72  

Consumer Discretionary 2,912  3,256  34.18  35.98  Automobiles & Components 100  98  1.18  1.08  

     Consumer Durables & Apparel 930  861  10.92  9.52  

     Consumer Services 390  545  4.57  6.02  

     Media 731  1,297  8.58  14.33  

          Retailing 761  455  8.93  5.03  

Consumer Staples 394  367  4.63  4.06  Food & Staples Retailing 148  84  1.73  0.92  

     Food, Beverage & Tobacco 236  275  2.77  3.05  

          Household & Personal Products 11  8  0.13  0.09  

Health Care 797  948  9.35  10.48  
Health Care Equipment & 
Services 

773  931  9.08  10.30  

          
Pharmaceuticals, Biotechnology 
& Life Science 

24  17  0.27  0.18  

Financials 145  184  1.70  2.04  Banks 1  2  0.01  0.02  

     Diversified Financials 134  168  1.58  1.86  

          Insurance 10  14  0.11  0.16  

Information Technology 468  382  5.49 4.22  Software & Services 437  362  5.13  4.00  

     
Technology Hardware & 
Equipment 

30  20  0.00  0.22 

          
Semiconductors & 
Semiconductor Equipment 

0  0  0.00  0.00  

Telecommunication Services 527  69  6.18  0.76  Telecommunication Services 527  69  6.18  0.76  

Utilities 0.2  0  0.00  0.00  Utilities 0.2  0  0.00  0.00  

Real Estate 189  51  2.22  0.56  Real Estate 189  51  2.22  0.56  

Total 8,519  9,049  100  100  Total 8,519  9,049  100  100  
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Portfolio Distribution by Ticket Size   
in million pesos 

 
Mexarrend operates under strict credit policies aligned with its priority of maintaining a high-quality 
portfolio. Approximately 95% of clients have transaction contracts of less than $50 million pesos, thus 
maintaining a low level of concentration per customer.  

 
Non-Performing  
in million pesos 
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Non-performing loans (NPLs) as of 
December 31st, 2020 increased by $33 
million pesos during the quarter, 
representing 6.3% of Mexarrend’s 
portfolio. Although higher than 
3Q20. The percentage still reflects a 
controlled portfolio performance 
give the current environment, which 
we continue to monitor closely.   
 
The loan loss reserve stood at 
approximately $299 million pesos 
representing 51% of the NPL amount.  
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Balance Sheet* 
in million pesos 

 

 
* Some numbers were rounded up for presentation purposes. 

 
Total assets as of December 31st, 2020 remained fairly even when compared to December 2019, to end 
the period at $10.469 billion. Similarly, total short-term and long-term accounts receivable increased by 
$527 million pesos as at the end of December 2020. 
 
Total liabilities decreased by $112 million pesos or 1.2% year over year, to $9.052 billion pesos. Short-term 
liabilities increased by $25 million pesos, while Long-term liabilities decreased by $137 million pesos.  
 
Our debt profile is adequate for the size of the Company and approximately 77% of liabilities mature in 
2024. This maturity profile is conservative and provides great operational flexibility. Mexarrend will 
continue with the active management of its liabilities. 
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Impact of Hedges on the Balance Sheet 
 
The Company acquired financial derivative instruments in order to cover the risk of future increases in 
the peso/dollar exchange rate for the payment of its debt denominated in dollars (call spreads to cover 
the principal and cross currency swaps to cover the payment of interest). These instruments are recorded 
at their fair value on the Balance Sheet on the assets line and their counter account is Other 
Comprehensive Income (“OCI”) within the stockholders' equity of the Company.  
 
Operating exchange rate losses due to the depreciation of the exchange rate are recorded on the Income 
Statement within the comprehensive cost of financing and are neutralized with the valuation of financial 
derivative instruments. This valuation is recorded as a complementary item of the exchange rate gain or 
loss on the Income Statement and its counter account is OCI within the Company's stockholder equity. 
 
As of December 31st, 2020, the valuation of financial instruments that neutralize the operating exchange 
rate loss was greater than the change in fair value of the financial derivative instruments recorded on the 
Assets, which resulted in a negative balance in OCI within the Company’s stockholders’ equity. This effect 
was less than that reflected in 3Q20 given the appreciation in the exchange rate in the last quarter. 
 
Portfolio vs Financial Debt 
in million pesos 

 
Note: Amortization of the principal considering hedging. The value of the portfolio does not reflect the cash position of $836 million at the 
end of the period. Financial debt takes the effect of hedging into account.  

 
The value of a theoretical liquidation of Mexarrend's portfolio in the next 5 years is $9.049 billion pesos, 
which compares favorably to the total amortization of the Company's normalized financial debt of $7.816 
billion pesos, which demonstrates adequate coverage and Balance Sheet strength. 
 
With the issuance of the bond in July 2019, debt amortizations for the coming years were significantly 
reduced, which was one of the key reasons behind the issuance. Mexarrend is committed to actively 
manage liabilities, seeking the best costs and terms and diversifying its sources of funding.  
 
The different facilities that Mexarrend has secured during the past quarters have been communicated to 
the market (considering the volatile environment in which we find ourselves), demonstrating sustainability, 
financial and reputational strength. 
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Financial Debt Composition (Short-term, Long-term & International Bond 2024)  
in million pesos 

  
* Note: This takes the effect of the hedges into account. 

 
Mexarrend’s debt profile is adequate for the growth of our business, with only 17% of our debt maturing 
in the short-term. Of the short-term maturities, a significant proportion corresponds to the Cebures 
program in the local capital markets, in which we have participated for over 10 years. During 2020 we 
were able to refinance these maturities with excess demand, despite the adverse market conditions. 
Moreover, must of our leverage corresponds to the international bond issued in July 2019, which consists 
of a bullet payment in 2024, that is fully hedged against changes in the exchange rate. By taking the 
effect of the hedges into account, debt is reduced to $7.816 billion pesos, with the international bond 
representing 77% of our total financial obligations.  
 

Financial Ratios  
 

 
* Note: This takes the effect of the hedges into account. 

 
At the end of December 2020, ROAA and ROAE* were 0.4% and 2.7%, respectively (considering the effect 
of exchange rate hedging for ROAE). This was an improvement compared to the 2019 figures and is 
mainly explained by the non-recurrent expenses that year, related to the cancellation of the 2022 Bond 
and issuance of the 2024 Bond. 
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Leverage Ratio 

  
*Note: This takes the effect of the hedges into account. 

 
Capitalization Ratio    

 
                     

 
 
 
On December 30th, 2020, the Company’s three existing groups of stockholders agreed to an additional 
capitalization of $10 million dollars, which will be reflected on the Balance Sheet for 1Q21, as it will take 
place in that quarter. 
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The capitalization ratio was 13.5% at the 
end of 2020. This was affected by the 
OCI in the capital account. Isolating this 
effect, the capitalization index would 
have been 15.0%. 
 
The earnings for the year continue to 
reflect the only gradual deployment of 
the resources obtained by the bond 
issued in July 2019. The full profitability 
of the new portfolio will become 
apparent in the coming quarters and 
may be delayed due to the economic 
situation.  

The leverage ratio at the end of 
2020, isolating the effects of 
exchange rate fluctuations, for 
both debt and capital, was 5.1x. 
As explained above, dollar 
debt obligations are duly 
covered and the amounts to be 
paid are converted at an 
exchange rate close to $19.00 
MXN/USD. 

*Note: Does not consider the effect of the valuation of the derivative 
instrument hedges.  
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Global and Local Credit Ratings  
 

Global     

 2017 2019 4Q20 
 

B+ BB- B 
 

B+ BB- B+ 

 

Local    

 2017 2019 4Q20 
 

HR A- HR A HR A 

 BBB+ BBB+ BBB+ 
 
 
On March 26th, 2020, S&P Global Ratings lowered Mexico’s long-term global sovereign ratings in foreign 
and local currency as a result of COVID-19’s impact on the country, the global environment, overall 
economic uncertainty, and drops in oil price. As a consequence, Mexarrend’s rating was adjusted from 
“BB-” to “B+”.  
 
As a result of the above, the ratings of the country's financial institutions were adjusted down, when 
stressing the capitalization scenarios considering the potential impact of the slowdown in the Mexican 
economy. On May 18th, 2020, Mexarrend’s rating reflected an additional adjustment to “B” with a stable 
outlook. 
 
On May 25th, 2020 HR Ratings ratified the rating of “HR A” with a stable outlook and HR2 for Mexarrend. 
This was due to the adequate performance and growth of the leasing portfolio in the last year, as well 
as the one-off nature of the impacts on capitalization and profitability as a result of the Bond issuance 
in July 2019, which did not represent a cash outflow for the Company.  
 
On June 10th, 2020, Fitch Ratings lowered Mexarrend's rating to “B+” from “BB-”, which is explained by 
the leverage and capitalization ratios being pressured by the prospects of the economic environment in 
Mexico. 
 
In addition, during the fourth quarter of 2020, we received a rating as a Servicer from HR Ratings of 
“AP3+” with a stable outlook, recognizing the quality of our origination processes, collection and service 
of our portfolio in general. 
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Sustainability 
 
During 2020, Mexarrend reported important sustainability achievements that reflect the work that has 
been done in recent years. In February, we obtained the CEMEFI (Mexican Center for Philanthropy) 
distinction for a Socially Responsible Company (Empresa Socialmente Responsable in Spanish). This 
distinction recognizes the Company’s initiatives in the award’s five pillars: 1) link with the community, 2) 
environment, 3) ethics and corporate governance, 4) quality of life and 5) management of social 
responsibility. We remain committed to strengthening these important pillars that contribute to the 
success and recognition of Mexarrend.  
 
In this same period, we adhered to the United Nations Global Compact with the commitment to align 
our business strategy with Sustainable Development projects. The Global Compact considers ten 
fundamental principles with which Mexarrend has been firmly committed to since its inception. This will 
allow us to share our best practices and to get to know and adopt other countries’ and organizations’ 
strategies that have managed to stand out with the principles implemented.  
 
Additionally, last year we began the development of the Environmental and Social Risk Management 
System (SARAS in Spanish). It aims to identify, evaluate and monitor socio-environmental risks as part of 
the financing business, in addition to generating new business opportunities with existing and future 
clients in terms of sustainability. The SARAS model is based on the International Finance Corporation 
(“IFC”) Performance Standards. Moreover, it adheres to our credit process and considers the identification 
of sectorial risk, territorial sensitivity and principles of gender equity. This is in order to optimally assess 
socio-environmental risks. 
 
Likewise, during the fourth quarter our relationship with the UN was ratified. This resulted in a 3-year 
association with the UN and an agreement on the annual support to be provided for education in some 
of Mexico’s most deprived states, including Guerrero, Chiapas and Oaxaca. Our initiatives view education 
as one of the most relevant pillars for the generation of well-being in the long term.  
 
In March 2021, Mexarrend will publish its first Sustainability Report, where initiatives, achievements, 
metrics and objectives will be explained in detail. This will enable us to continue strengthening our efforts 
and improving on this front. 
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Bond Performance (BMV: DOCUFOR 2024)  
 
Performance of the bond issued in July 2019 for $300 million dollars with a 5-year term (2024) and a 
coupon of 10.25% is shown below. The recent performance of the bond has been impacted by the volatility 
and uncertainty of the markets due to the COVID-19 pandemic, but has reported a strong rebound since 
its low in 2Q20. 
 
 

 
             
Source: Bloomberg, with information at market close on February 19th, 2021. 
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Reading Mexarrend’s Financial Statements 
 
Key components of Mexarrend’s Income Statement and Balance Sheet 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• Interest on Capital Leases →  Includes interest earned on capital lease 
payments and portfolio sales.  

• Equipment Financing → Equipment financed under payment plans, 
includes both the interest and the principal as well as the renting product 
income. 

• Operating Leases → Includes (i) the rental revenue from ICI’s lease of real 
estate property, (ii) rental income associated with the operating lease 
business of ARG and (iii) the fees for certain maintenance and insurance 
services. 

Total Revenues 

• Interest Expenses → Includes the funding costs for the assets leased 
under all of our capital, operating leases and transportation services 
(renting) and other related services.  

• Cost of Credit Operations → Includes the costs of equipment that is 
purchased as part of our equipment financing business.  

• Depreciation of Assets Under Operating Leases → Depreciation of the 
Real Estate asset being rented by ICI and the depreciation of all the 
operating lease equipment leased by ARG as part of its renting 
business. 

Costs 

• Accounts Receivable → The net investment in leases.  

• Other Assets (Non-Current) → Mostly security deposits.  

• Property, Plant and Equipment – Net →  Includes the properties 
from the Real Estate business derived from ICI and other 
equipment of the Company. 

Balance Sheet 
(Assets) 
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Consolidated Income Statement  
As of December 31st, 2020 
in million pesos 
 

INCOME 4Q19 4Q20 Var. % 12M19 12M20 Var. % 

Interest on Capital Leases 335  320  (4.5) 1,076  1,220  13.4  

Equipment Financing 11  -  - 61  4  (93.4) 

Operating Leases 68  77  13.2  338  287  (15.1) 

Total Income 414  397  (4.1) 1,475  1,511  2.4  

       

COST       

Interest Expenses 199  234  17.6  641  908  41.7  

Cost of Credit Operations 7  -  - 38  5  (86.8) 

Depreciation of Assets Under Operating Leases 42  44  4.8  199  137  (31.2) 

Total Costs 248  278  12.1  878  1,050  19.6  

       

GROSS INCOME 166  119  (28.3) 597  461  (22.8) 
       

Cost of Sales -  9  - 36  35  (2.8) 

Administrative Expenses 57  47  (17.5) 198  187  (5.6) 

Loan Loss Reserves 43  18  (58.1) 89  71  (20.2) 

Operating Expenses 100  74  (26.0) 323  293  (9.3) 
       

OPERATING INCOME 66  45  (31.8) 274  168  (38.7) 
       

Other (Income) Expenses, Net (39)  9 (123.1) (37)  15 (140.5) 
       

Interest Income  (41) (6) (85.4) (118) (63) (46.6) 

Interest Expenses 130  26  (80.0) 283  164  (42.0) 

Net Exchange Profit (Loss) (270) (757) (180.4)  (136) 362  366.2 

Valuation of Financial Derivative Instruments 206  792  284.5  85  (384) (551.8) 

Premiums of Financial Derivative Instruments 35  40  14.3  120  165  37.5  

Extraordinary Expenses - - - 140 - - 

Comprehensive Financing Result 60  95 58.3 374 244 (34.8) 
       

INCOME BEFORE INCOME TAXES 45  (59) (231.1) (63) (91) (44.4)  

Taxes (56) (81) (44.6)  (67) (131) (95.5)  
       

NET INCOME 101  22  (78.2) 4  40  900.0  
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Consolidated Balance Sheet  
As of December 31st, 2020 
in million pesos 
 
ASSETS   12M19 12M20 Var. % 

  CURRENT ASSETS     
  Cash and Cash Equivalents   2,082  836  (59.8) 
  Accounts Receivables   2,316  1,897  (18.1) 
  Loan Loss Reserves  (233)  (299) (28.3) 
  Taxes to Recuperate  279  283  1.4  
  Sundry Debtors  4  8  100.0  
  Related Part Debtors  -  -  - 
  Other Assets   46 80  70.2  
  Inventory  29  -  - 

  TOTAL CURRENT ASSETS   4,523  2,805  (38.0) 
  NON-CURRENT ASSETS   

   

  Property, Plant and Equipment - Net   1,637  1,921  17.3  
  Long-Term Receivables   3,950  4,896  23.9  
  Other Assets   147  191  29.9  
  Financial Derivative Instruments   -  156  - 
  Deferred Taxes  105  266  153.3  
  Intangible Assets   234  234  - 

  TOTAL NON-CURRENT ASSETS   6,073  7,664  26.2  

  TOTAL ASSETS    10,596  10,469  (1.2) 

LIABILITIES         

CURRENT LIABILITIES   
     

  Current Portion of Long-Term Debt  1,117  1,248  11.7  
  Accounts Payable   40  55  37.5  
  Sundry Creditors   1,001  867  (13.4) 
  Related Party Creditors  6  8  33.3  
  Income Taxes and Other Taxes Payables  8  19  137.5  

  TOTAL CURRENT LIABILITIES    2,172  2,197  1.2  
NON-CURRENT LIABILITIES  

   

  Long-Term Debt  6,857  6,855  (0.03) 
  Deferred Income Taxes   -  -  - 
  Derivatives  135  -  - 
  TOTAL NON-CURRENT LIABILITIES    6,992  6,855  (2.0) 

  TOTAL LIABILITIES   9,164  9,052  (1.2) 

STOCKHOLDERS EQUITY AND RESERVES         
  Capital Stock    1,323  1,323  -  
  Retained Earnings   180  184  2.2  
  Other Comprehensive Income (Valuation of Financial Derivatives) (75) (130) (73.3) 
  Current Year Net Income   4  40  900.0  
  TOTAL STOCKHOLDERS EQUITY AND RESERVES   1,432  1,417  (1.0) 

  LIABILITIES + STOCKHOLDERS EQUITY   10,596  10,469  (1.2) 
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Appendix 
 
Glossary of Metrics 
  

• Net Productive Assets – Calculated as the sum of the Total Portfolio, Portfolio Under Management 
and Real Estate Portfolio.  
 

• NPL Ratio – Calculated as the Overdue Portfolio of the Total Portfolio / Total Portfolio. 
 

• ROAA – Calculated as Consolidated Net Income / Average Total Assets for the last 12 months. 
 

• ROAE* – Calculated as Consolidated Net Income / Average Stockholders' Equity of the last 12 
months, eliminating the effect of the OCI account. 

 

• Financial Debt* / Capital* – Calculated as the total of the Short and Long-Term Financial Debt 
plus the International Bond 2024 (considering the effect of exchange hedges) / Stockholders' 
Equity eliminating the effect of the OCI account. 

 

• Capitalization* – Stockholders' Equity eliminating the effect of OCI / Total Assets eliminating the 
effect of financial derivative instruments. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
*Financial ratios without taking into account the effects of variations in the exchange rate for the quarter and the year due to the hedging 
of the debt and eliminating the effect of OCI on Stockholders' Equity.  
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About MEXARREND 
 
Mexarrend S.A.P.I. de C.V. has grown to become one of the largest independent asset-based lenders in 
Mexico for the last 24 years. The Company specializes in offering financing solutions to small and medium 
enterprises (“SMEs”), that have been neglected but experience rapid growth, for the acquisition of 
productive assets and equipment. Mexarrend provides reliable and competitive sources of financing 
through its four main business lines: capital leases, cash financing, operating leases and renting. 
 
Disclaimer 
 
This document may contain certain forward-looking statements. These statements are non-historical facts, and are 
based on the current vision of the Management of Mexarrend S.A.P.I. De C.V. for future economic circumstances, 
the conditions of the industry, the performance of the Company and its financial results. The terms "anticipated", 
"believe", "estimate", "expect", "plan" and other similar terms related to the Company, are solely intended to identify 
estimates or predictions. Some numbers were rounded up for presentation purposes. The statements relating to the 
implementation of the main operational and financial strategies and plans of investment of equity, the direction of 
future operations and the factors or trends that affect the financial condition, the liquidity or the operating results 
of the Company are examples of such statements. Such statements reflect the current expectations of the 
management and are subject to various risks and uncertainties. There is no guarantee that the expected events, 
trends or results will occur. The statements are based on several suppositions and factors, including economic 
general conditions and market conditions, industry conditions and various factors of operation. Any change in such 
suppositions or factors may cause the actual results to differ from expectation 
 
 
 

 
 
 
 


