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A sharp recession in Mexico, reflected in an estimated GDP contraction of 6.7% in 2020, coupled with ongoing operating
restrictions stemming from sanitary measures, will result in complex conditions for the domestic housing industry in the next
12 months.
Therefore, we estimate that Mexico-based homebuilder, Vinte Viviendas Integrales S.A.B. de C.V., will post low single-digit
contraction in revenue and EBITDA during 2020 that will slow its deleveraging, resulting in net debt to EBITDA above 2.0x.
Moreover, the ability to protect its cash will be key in the next months in preserving its liquidity position and net leverage
metrics.
On April 22, 2020, S&P Global Ratings revised its outlook on Vinte to negative from stable. At the same time, we affirmed our
long-term 'BB' global and 'mxA' national scale issuer credit ratings.
The negative outlook on Vinte reflects the growing risks in the next 12 months because of a deepening recession and an
expected rise in unemployment that will undermine housing demand. As a result, we expect revenue, EBITDA, and cash
generation to contract. We could lower the ratings if net debt to EBITDA remains above 2.0x.
MEXICO CITY (S&P Global Ratings) April 22, 2020--S&PG Global Ratings took rating actions described above. The economic
contraction that Mexico will undergo in 2020, coupled with a temporary paralysis due to the spread of the coronavirus, will hit
both the demand and supply in the housing industry. Therefore, we consider that homebuilders must prioritize prudent
financial policies and preserve liquidity in the short term. Vinte faces these difficult conditions after several years of growth in
revenue and EBITDA. However, in the past couple of years, its debt obligations have grown at a greater pace. At the end 2019,
Vinte's net debt to EBITDA was above our expectation of 2.0x, despite the consolidation of the Jardines de Mayakoba project
into financial results on a pro forma basis. The company expects this project to contribute revenue, EBITDA, and cash in 2020,
which could support a gradual deleveraging. However, we believe that its capacity to do so is largely hampered by external
and unanticipated factors, such as the depth of erosion in housing demand and the extension of restrictive measures to
contain the virus. This could maintain Vinte's leverage metrics elevated for the current rating level, with net debt to EBITDA
above 2.0x and with no foreseeable debt reduction in the short term.

To offset the impact of the pandemic-induced economic crisis, the company is working on accelerating the sale of finished or
advanced inventory, freezing land purchases, reducing non-essential operating expenses, and might postpone dividend
payments. Vinte is also securing various sources of liquidity to gain financial flexibility and absorb short-term impacts. At this
point, we believe the company has sufficient liquidity to meet its operating, fiscal, and debt obligations in the near term. Given
the rapidly evolving nature of the pandemic and its effect, we will monitor the company's resiliency in the next few months.
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At the end of 2019, national housing starts closed near 180,000 units, a drop from 300,000 units in 2015 or 700,000 units in
2007, while employment has grown to about 20 million by the end of 2019 from 14 million in 2007. This was mainly due to a
consistent decline in government subsidies to the sector, in addition to restricted access to funding among several
homebuilders, and we expect the shock from COVID-19 to exacerbate an already downbeat trend. We consider that Vinte's
capacity to adjust its product offering to evolving market conditions will be important to stop the contraction of its operations,
particularly in the residential and middle-income housing segments, where the downturn could be greater than in the low-
income one. For 2021, we don't expect a robust economic recovery in Mexico, with growth of only 2.9%. As a result, Vinte and
the housing industry will rely more on the initiatives of Infonavit and Fovissste—the government-owned mortgage lenders--to
incentivize housing demand.
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