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Rating Action Overview

- Mexican homebuilder Vinte continues to deliver a solid operating and financial performance. It
recently posted double-digit revenue growth and an EBITDA margin above 20%, driven by its
product quality and operating flexibility.

- On May 30, 2019, S&P Global Ratings affirmed its 'BB' global scale and 'mxA' national scale
issuer credit ratings on Vinte.

- The stable outlook reflects our view of Vinte's growth prospects and resilient profitability due to
its flexible product offerings. We expect that the recently announced capitalization and
expected local bond issuances in the next few weeks will support the company's investments in
land acquisition and development, containing its net debt to EBITDA at just below 2.0x in the
next 12 months.

Rating Action Rationale

Our ratings on Vinte Viviendas Integrales S.A. B. de C.V. (Vinte) reflect our view of its flexible
business model that allows the company to mitigate effects from a softening Mexican economy.
The rating also accounts for the company's solid growth trajectory and focus on profitability,
illustrated by its stable margins above other rated peers.

Vinte announced a capitalization this April for about MXN350 million, which we think will
somewhat alleviate its net leverage metrics so that they are just below 2.0x by the end of the year.
Although it plans to issue two new sustainable bonds in the next month, representing a moderate
increase in debt, it plans to refinance its existing debt gradually, with revenue generated by
existing projects and investing the bonds' net proceeds. We estimate that Vinte's working capital
requirements in 2019, related to land purchases and project development, will be similar to those
in 2018, which we deem significant. This investment strategy speaks to the company's growth
plan for the next 12 to 24 months, as illustrated by its double-digit revenue growth during the first
quarter of 2019. In our opinion, Vinte's strategy continues to benefit from its product quality,
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operating efficiencies, and focus on economic and demographic segments of housing demand
that remain resilient to a general economic slowdown and sharp cuts to housing subsidies.

With more than 15 years operating in the Mexican housing industry, Vinte has proven its ability to
quickly adjust its product offerings to evolving market conditions--for example in 2017 when GDP
growth slowed, inflation and interest rates rose, and there were cuts in housing subsidies. Vinte's
portfolio covers low-income, middle-income, and residential segments, which represented 19%,
54%, and 27% of total revenue last year. The company's home prices range from MXN380,000 to
about MXN3.5 million, and it currently operates in six states. In upcoming years, we expect Vinte to
gain presence in new ones, where it plans to replicate its successful business strategy. The
company also maintains diversified financing solutions for its homebuyers, and has a limited
exposure to government subsidy availability. Income from subsidized houses represented 4.1% of
its revenues during 2018.

In our view, Vinte's key rating constraints are its relatively small size--with MXN3.5 billion in
revenue and 4,685 units sold for the 12 months ended March 2019--and its operations that are
limited to Mexico--sales in central Mexico account for over half of total sales. Therefore, if Vinte's
key markets experience an economic downturn, its business would suffer, particularly given the
industry cyclicality in terms of consumer preferences, disposable income, and mortgage
availability, among other factors.

For the next 12 months, we believe housing demand trends in Mexico will remain relatively steady
for middle-income and residential segments, with moderate inflation levels, stable interest rates,
and job generation at decreasing rates. Similar to its peers, Vinte remains highly exposed to any
changes in the housing policy from public entities such as Infonavit and Fovissste, because their
mortgages represent more than half of its revenues. Currently, we don't perceive worsening
mortgage conditions that could affect Vinte's operations. We've seen important declines in the
number of mortgages lent by Infonavit; however, these declines specifically relate to low-income
segments (these are down by 26% vis-à-vis year-to-date April 2018), to which Vinte has little
exposure. In contrast, mortgages lent to middle-income segment increased by 4.3% versus
year-to-date April 2018, while the residential segment remained flat. Additionally, the average
value of these mortgages continues to increase by mid-single-digits, similar to increases observed
in 2017 and 2018.

Outlook

The stable outlook continue to reflect our view of Vinte's ability to successfully execute its growth
strategy in the next 12 months, through a softening macroeconomic environment, because we
believe the company maintains its business flexibility to protect its profitability. We expect Vinte to
continue investing in land reserves and developing inventory with the use of increased debt and
the recently announced capitalization, which is expected to close in June. These factors would
result in double-digit revenue growth and a net leverage ratio, as measured by net debt to EBITDA,
just below 2.0x, as well as negative discretionary cash flow (DCF) to debt in the next two years.

Downside scenario

We could lower the rating in the next 12 months if Vinte's credit metrics deviate from our
expectations due to a more aggressive financial policy towards the use of debt to finance its
growth strategy and dividend payments, increasing the company's exposure to a softening
economy and volatile housing demand. This could also result from flat top-line growth coupled
with a gradual deterioration in profitability and unsustainable inventory build-up. In such a
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scenario, Vinte's net debt to EBITDA would be above 2.0x consistently.

Upside scenario

Despite our expectations that the company will maintain a prudent financial policy, with a
moderate use of debt over the next 12 months, we view an upgrade unlikely within the next two
years due to Vinte's relatively small revenue base and limited geographic diversification. However,
a positive rating action could follow a significant improvement of these two factors, while Vinte's
net debt-to-EBITDA remains consistently below 2.0x.

Company Description

Vinte promotes, designs, constructs, and urbanizes housing projects for middle- and high-income
families in Mexico. It operates in the states of Mexico, Queretaro, Hidalgo, Quintana Roo, Puebla,
and Nuevo Leon. The company was founded in 2001 and is headquartered in Mexico City, Mexico.
At year-end 2018, Vinte posted revenues of MXN3.4 billion with an EBITDA margin of 25%.

Our Base-Case Scenario

- Mexico's GDP growth of about 1.6% in 2019 and 1.9% in 2020, supported by a resilient service
sector, high exports of goods and services, and slower inflation growth.

- Average inflation rate to moderate to about 4.0% and 3.3% in 2019 and 2020, respectively.

- Volume sales of 4,690 houses by the end of 2019 and 4,940 in 2020, considering price increases
of 10% and 9%, respectively, mainly due to inflation and the sales mix, with more units sold in
the middle-income and residential segments.

- Operating cost structure to remain stable.

- Working capital requirements of MXN750 million in 2019 and MXN570 million in 2020 to
support Vinte's internal expansion, mainly consisting of land purchases and project
development.

- A dividend distribution of about MXN216 million in 2019 and about 50% of prior-year net
income in 2020.

- Proposed capitalization of MXN350 million.

- Debt increase of about MXN300 million in 2019 and MXN100 million in 2020.

Based on these assumptions, we arrive at the following credit measures for 2019 and 2020:

- EBITDA margins of 23%-24%.

- Net debt to EBITDA to be about 2.0x in 2019 and 1.8x in 2020.

- DCF to adjusted debt of about negative 20% in 2019 and negative 4.0% in 2020.

Liquidity

We assess Vinte's liquidity as adequate. We expect liquidity sources will exceed uses by more than
1.2x in the next 12 months and that the company's sources over uses will remain positive even if
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our forecasted EBITDA declines by 30%. In our opinion, the company has solid relationships with
banks, reflected by the number of committed credit lines it has with various financial institutions.
Moreover, we believe that Vinte has sufficient flexibility to absorb high-impact, low-probability
events without any refinancing needs. We base our assessment on Vinte's solid cash balance,
undrawn committed credit lines available, and manageable debt maturities in the next 12 months.

Main liquidity sources for the next 12 months, as of April 1, 2019:

- Cash and short-term investments of MXN367.2 million;

- Undrawn committed credit lines maturing beyond 12 months of about MXN945.4 million; and

- Funds from operations of about MXN657 million.

Main liquidity uses for the next 12 months, as of April 1, 2019:

- Debt maturities of MXN90 million;

- Working capital requirements of about MXN693 million;

- Capital expenditures of about MXN38 million;

- Dividend distribution of about MXN216 million in the next 12 months; and

- Share buyback of about MXN50 million.

We also incorporate in our analysis the fact that Vinte is in compliance with all of its financial
covenants, and under our base case scenario, we believe that it will continue to maintain
sufficient covenant headroom for its EBITDA to decline 30% without breaching its covenants.

Ratings Score Snapshot

Issuer credit rating:

Global scale: BB/Stable/--

National scale: mxA/Stable/--

Business risk: Fair

- Country risk: Moderately high

- Industry risk: Moderately high

- Competitive position: Fair

Financial risk: Intermediate

- Cash flow/Leverage: Intermediate

Anchor: bb+

Modifiers

- Diversification/Portfolio effect: Neutral (No impact)

- Capital structure: Neutral (No impact)

- Management and governance: Fair (No impact)

- Liquidity: Adequate (No impact)
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- Financial policy: Neutral (No impact)

- Comparable ratings analysis: Negative (-1 notch)

Stand-alone credit profile: bb

Related Criteria

- General Criteria: Methodology For National And Regional Scale Credit Ratings, June 25, 2018

- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers, Dec. 16, 2014

- Criteria | Corporates | Industrials: Key Credit Factors For The Homebuilder And Real Estate
Developer Industry, Feb. 3, 2014

- General Criteria: Group Rating Methodology, Nov. 19, 2013

- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, Nov. 19, 2013

- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013

- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013

- General Criteria: Methodology: Industry Risk, Nov. 19, 2013

- General Criteria: Methodology: Management And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

- General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Ratings List

Ratings Affirmed

Vinte Viviendas Integrales S.A.B. de C.V.

Issuer Credit Rating

Global Scale BB/Stable/--

CaVal (Mexico) National Scale mxA/Stable/--

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column.
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