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EARNINGS RELEASE 
Third Quarter 2007 

 
 
Mexico City, October 25, 2007. Grupo Herdez, S.A.B. de C.V. today announced 
its results for the third quarter of 2007. The results have been prepared in 
accordance to Mexican GAAP and are adjusted in millions of Mexican pesos of 
purchasing power as of September 30, 2007. 
 
 
 

Highlights 
 

• Domestic sales expanded 15.4% in value and 10.4% in 
tons. 

• Operating Income in the quarter increased 10.7%, 
despite cost pressures. 

 
 
 
Net Sales 
 
Figures 
Sales totaled $1,646.6 million in the third quarter of the year, a 10.6% 
increase compared to the same quarter of last year. 
 
Domestic sales notably influenced this result, rising from $1,355.8 million in 
3Q06 to $1,564.2 million in 3Q07, an important 15.4% increase derived from 
good performance in most product lines, as well as a more restrictive 
commercial policy on special offers and discounts. 
 
“Meat and Seafood”, “Juices, Fruit and Dessert” as well as “Pastas” were the 
most outstanding segments, registering growth of 34.4%, 22.6% and 18.1% 
respectively, as a result of specific support that was given to clients. 
 
In terms of exports, these declined 38.0% in 3Q07 due to the continued 
reduction of working capital—in particular inventories—of our partner in the 
United States, although this did not affect sales to end clients. 
 
In the first nine months of the year, cumulative sales figures rose 3.6%, from 
$4,456.0 million in 2006 to $4,617.3 million in 2007. 
 
 
 

2007 % 2006 % % change Segment 2007 % 2006 % % change
847.1 51.4% 775.3 52.1% 9.3% Sauces and Dressings 2,356.3 51.0% 2,280.2 51.2% 3.3%
190.9 11.6% 155.7 10.5% 22.6% Juices, Fruits and Desserts 504.4 10.9% 449.3 10.1% 12.3%
145.7 8.8% 124.6 8.4% 17.0% Vegetables 409.4 8.9% 365.8 8.2% 11.9%
165.7 10.1% 123.3 8.3% 34.4% Meat and Seafood 470.1 10.2% 436.0 9.8% 7.8%
171.4 10.4% 145.1 9.7% 18.1% Pastas 485.1 10.5% 446.8 10.0% 8.6%
43.3 2.6% 31.8 2.1% 36.1% Other 72.5 1.6% 64.4 1.4% 12.6%

1,564.1 95.0% 1,355.8 91.1% 15.4% Domestic Sales 4,297.8 93.1% 4,042.5 90.7% 6.3%
82.5 5.0% 133.0 8.9% -38.0% Exports 319.5 6.9% 413.5 9.3% -22.7%

1,646.6 100.0% 1,488.8 100.0% 10.6% Total Sales 4,617.3 100.0% 4,456.0 100.0% 3.6%

(Million pesos as of September 30, 2007)

Third Quarter Nine months ended September 30

NET SALES

 
 

Grupo Herdez is 
listed on: 
      BMV: Herdez* 
      OTC: Guzby 
 
 
Total shares 
outstanding as of 
10/24/07 
       428’238,363 
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Volume 
From July to September 2007, sales volume registered a 5.5% increase, 
totaling 93,358.7 tons, or 4,885.1 more tons than in the same quarter of last 
year. 
 
This increase resulted from the good performance of domestic sales, primarily 
the “Meat and Seafood”, “Juices, Fruits and Desserts” and “Vegetables” 
segments, which rose 39.4%, 16.5% and 13.5% respectively, for the 
abovementioned reasons. 
 
 
 

2007 % 2006 % % change Segment 2007 % 2006 % % change
44,417.9 47.6% 41,535.0 46.9% 6.9% Sauces and Dressings 121,022.7 45.8% 116,998.0 45.6% 3.4%
14,446.6 15.5% 12,400.5 14.0% 16.5% Juices, Fruits and Desserts 36,967.4 14.0% 33,360.7 13.0% 10.8%
8,442.8 9.0% 7,438.2 8.4% 13.5% Vegetables 23,330.6 8.8% 20,903.4 8.2% 11.6%
6,343.2 6.8% 4,548.8 5.1% 39.4% Meat and Seafood 18,300.5 6.9% 16,086.2 6.3% 13.8%

13,542.1 14.5% 13,052.5 14.8% 3.8% Pastas 40,379.1 15.3% 38,704.8 15.1% 4.3%
362.5 0.4% 327.6 0.4% 10.7% Other 1,038.4 0.4% 1,022.8 0.4% 1.5%

87,555.1 93.8% 79,302.6 89.6% 10.4% Domestic Sales 241,038.7 91.2% 227,075.9 88.5% 6.1%
5,803.6 6.2% 9,171.0 10.4% -36.7% Exports 23,380.1 8.8% 29,389.1 11.5% -20.4%

93,358.7 100.0% 88,473.6 100.0% 5.5% Total Sales 264,418.8 100.0% 256,465.0 100.0% 3.1%

SALES VOLUME
(In Tons)

Third Quarter Nine months ended September 30

 
 
 
 
Costs and Expenses 
 
Continued pressure on a number of agricultural inputs was reflected in the 
cost, which increased 0.8 percentage points with respect to sales, compared to 
the same period of last year. 
 
However, operating expenses represented 27.0% of sales, 0.8 percentage 
points less than in 3Q06. 
On a cumulative basis, operating expenses increased 4.2% from $1,209.3 
million during 2006 to $1,259.9 million in 2007. 
 
 
Operating Income and EBITDA1 
 
The effect of better absorption of fixed expenses which offset the increase in 
costs, led to a 10.7% increase in operating income as of September 30. 
Operating margin was 11.6% of sales, remaining unchanged with respect to 
3Q06. 
 
On a cumulative basis, operating income decreased 0.3%, from $619.6 million 
in 2006 to $618.1 million in 2007, with a 0.5 percentage point decline in the 
margin. 
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Similarly, EBITDA registered a 7.1% increase in the quarter, while the margin 
declined 0.4 percentage points. Additionally, cumulative EBITDA was $711.2 
million, or 0.6% less that the figure reported at September 30, 2006 
 
 
Comprehensive Cost of Financing 
 
The comprehensive cost of financing increased 63.6% from $11.2 million to 
$18.4 million during 3Q07, due primarily to an exchange loss that compared 
unfavorably to the gain registered in the same period of last year. 
 
On a cumulative basis, the comprehensive cost of financing rose 0.5% from 
$67.7 million in 2006 to $68.0 million in 2007. 
 
 
Net Income 
 
As a result of better operating performance, consolidated net income before 
extraordinary items rose 16.6% in the July to September 2007 period, 
increasing from $122.2 to $142.4 million. On a cumulative basis, net income 
totaled $421.1 million, or a 6.9% increase with respect to the same period of 
last year. 
 
Net majority income declined 34.8% from $71.1 million in 3Q06 to $46.3 
million in 3Q07, figure that includes an extraordinary charge of $47.1 net of 
taxes, for the most part a non-cash item, that resulted from discontinued 
operations due to the sale of assets in the sardine business and the transfer of 
production lines from Ensenada to San Luis Potosí. 
 
 
 

2007 % 2006 % % Change 2007 % 2006 % % Change
Net Sales 1,646.6   100.0% 1,488.8   100.0% 10.6% 4,617.3  100.0% 4,456.0   100.0% 3.6%
Cost of Goods Sold 1,010.7   61.4% 902.2      60.6% 12.0% 2,739.3  59.3% 2,627.0   59.0% 4.3%
Gross Profit 636.0      38.6% 586.6      39.4% 8.4% 1,878.0  40.7% 1,829.0   41.0% 2.7%
Operating Expenses 445.3      27.0% 414.4      27.8% 7.5% 1,259.9  27.3% 1,209.3   27.1% 4.2%
Operating Income 190.7      11.6% 172.2      11.6% 10.7% 618.1     13.4% 619.6      13.9% -0.3%
Comprehensive Financing Cost 18.4        1.1% 11.2        0.8% 63.6% 68.0       1.5% 67.7        1.5% 0.5%
Other expenses (Income) 0.4          0.0% 6.2          0.4% -93.4% 6.1         0.1% 8.9          0.2% -31.1%
Income before income taxes 171.8      10.4% 154.7      10.4% 11.0% 543.9     11.8% 543.1      12.2% 0.2%
Income tax provision 34.4        2.1% 38.1        2.6% -9.9% 134.5     2.9% 161.0      3.6% -16.4%
Income from unconsolidated affiliates 4.9          0.3% 5.5          0.4% -11.0% 11.7       0.3% 11.8        0.3% -0.9%
Income before extraordinary items 142.4      8.6% 122.2      8.2% 16.6% 421.1     9.1% 393.9      8.8% 6.9%
Extraordinary items, net 47.1        2.9% 11.2        0.7% NC 47.1       1.0% 11.2        0.3% NC
Consolidated net income 95.3        5.8% 111.0      7.5% -14.1% 374.0     8.1% 382.8      8.6% -2.3%
Minority Interest 49.0        3.0% 39.9        2.7% 22.7% 152.6     3.3% 140.9      3.2% 8.3%
Net Income 46.3        2.8% 71.1        4.8% -34.8% 221.5     4.8% 241.9      5.4% -8.4%

-          0.0% -          0.0% 0.0% -         0.0% -          0.0% 0.0%
EBITDA 220.0      13.4% 205.4      13.8% 7.1% 711.2     15.4% 715.6      16.1% -0.6%
NC: Not comparable

Third Quarter Nine months as of september 30

Grupo Herdez, S.A.B de C.V. y Subsidiarias
Consolidated Income Statement

For the period ended September 30, 2007 and 2006 (Million Pesos)
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Cash Flow 
Resources generated by the operation during the first nine months of the year 
totaled $399.5 million, of which 12.6% was allocated to investments in fixed 
assets, and the remainder to other corporate activities. 
 
 
 

2007 % 2006 % $  %

TOTAL ASSETS 4,538.4   100.0% 4,730.1   100.0% (191.7)       -4.1%
Current Assets 2,174.1   47.9% 2,181.4   46.1% (7.3)           -0.3%
Cash and cash equivalents 82.2        1.8% 141.4      3.0% (59.2)         -41.9%
Accounts receivable, net 995.4      21.9% 995.8      21.1% (0.4)           0.0%
Inventories 1,093.5   24.1% 1,020.4   21.6% 73.0           7.2%
Other current assets 3.1          0.1% 23.7        0.5% (20.6)         -87.0%
Property, Plant and Equipment, net 2,073.4   45.7% 2,297.8   48.6% (224.4)       -9.8%
Intangible Assets 290.9      6.4% 250.9      5.3% 40.0           16.0%
TOTAL LIABILITIES 1,911.8   42.1% 1,737.9   36.7% 173.9         10.0%
Current Liabilities 1,156.7   25.5% 897.1      19.0% 259.6         28.9%
Accounts payable 437.2      9.6% 368.5      7.8% 68.7           18.6%
Short-Term Debt 416.1      9.2% 269.5      5.7% 146.6         54.4%
Other Short-Term liabilities 303.4      6.7% 259.2      5.5% 44.2           17.1%
Non-Current Liabilities 755.1      16.6% 840.8      17.8% (85.7)         -10.2%
Long-Term Debt 591.0      13.0% 655.1      13.8% (64.1)         -9.8%
Other liabilities and Deferred taxes 164.1      3.6% 185.7      3.9% (21.6)         -11.6%
Minority Stockholder's equity 691.3      15.2% 699.6      14.8% (8.4)           -1.2%
Majority Stockholder's equity 1,935.3   42.6% 2,292.6   48.5% (357.2)       -15.6%
TOTAL STOCKHOLDER'S EQUITY 2,626.6   57.9% 2,992.2   63.3% (365.6)       -12.2%

Change

Grupo Herdez, S.A. de C.V. and Subsidiaries
Consolidated Balance Sheet

At September 30, 2007 and 2006 (Million pesos)

 
 
 
 
Interest-bearing Liabilities 
 
Interest-bearing liabilities in the third quarter of 2007 totaled $1,007.1 million, 
rising $116.3 million in nominal terms, or 13.0% with respect to the amount 
registered during the same period of last year. The Company reported a 12M 
debt-to-EBITDA ratio of one time (1.0x) compared to 0.9 times in 3Q06. 
 
Finally, 58.7% of the debt mix corresponds to long-term maturities, while 
89.1% of debt is peso denominated and 44.3% is at a fixed rate. 
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Recent Events 
 

• Grupo Herdez announces modifications to its production plants: 
On October 2, 2007, Grupo HERDEZ announced that it reached 
an agreement with Grupo Pando, S.A. de C.V. to sell the assets 
of Yavaros Industrial S.A. de C.V., a company in the sardine 
business, for an undisclosed sum. Yavaros sales represented 
approximately 2.5% of the Company’s net sales in 2006. This 
transaction is subject to the signing of definitive agreements and 
the authorization of the government authorities in such case. 
Separetely, Grupo Herdez began the process of closing the 
“Ensenada” Plant located in Baja California, with the goal of 
transferring production lines to San Luis Potosí. With this 
concentration, the Company expects to increase its operating 
efficiency as of next year. 
As a result of these activities, the Group registered a net charge 
to results of $47.1 million in the third quarter, of which 70% 
required no cash. 

 
 
 
 
 
HERDEZ is a leader in the food industry, with more than 90 years of 
experience. The company manufactures and distributes products under brands 
such as Herdez, McCormick, Búfalo, Doña María, Barilla, Yemina, Carlota, Solo 
and Yavaros, among others. Through its subsidiaries, HERDEZ operates eight 
plants and eight distribution centers with a workforce of over 5,000 people. 
 
 
 
 
 
Note: The statements contained in this report regarding the financial and operating performance of Grupo 
Herdez, S.A.B de C.V. and its subsidiaries (“The Company”) are based on financial information, operating levels 
and market conditions as of today’s date. The Company’s results may vary from those expressed in this report 
due to a number of factors beyond the Company’s control, such as: price adjustments, changes in raw material 
costs, legal and regulatory changes, or unanticipated economic and political conditions of countries where the 
Company operates. The Company does not assume responsibility for changes in information and recommends 
that readers view such statements with caution. Furthermore, the Company is not obligated to publicly release 
revisions to these statements arising from any such factors after the publication date of this document. 
 
 
 
 
 

                                                 
1 EBTIDA: Earnings before interest, taxes, depreciation and 
amortization. 

For further 
information: 
 
Gerardo Canavati 
Miguel 
(5255) 5201-5655 
Xt. 1230 
gcanavati@herdez.com.mx 
 
 
Angelica Piña 
Garnica 
(5255) 5201-5655 
Xt. 1085 
apg@herdez.com.mx 

 


