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July 29th, 2022

FINN: Positive results, driven by higher hotel occupancy in northern Mexico and an increase in

rates.

In line with estimates?

Positive report, with results in line with our estimates,
due to higher occupancy rates (mainly in the northern
part of the country), and a higher average rate of the
portfolio as a result of the inclusion of luxury and upper
scale hotels.

Operating Profile

The hotel sector has shown a solid recovery during the
last few months, derived from the full reopening of the
economy and the recovery of business hotel activity,
which has improved occupancy levels mainly in the
north of the country.

FINN's portfolio ended the quarter with a total of 38
hotels, of which seven are limited-service, 17 select-
service, 13 full-service and one extended-stay, as well
as one property, totaling 39 properties in its portfolio.
The 38 hotels in operation total 6,442 available rooms,
while the issuer maintains a minority interest in 2
properties in the process of external development
under the "Hotel Factory" model, which will represent
an addition of 426 rooms. Likewise, of the total
portfolio, 33 hotels remained in operation while 5
remained closed. Of the total number of closed hotels,
4 will be sold, while the remaining property (Holiday
Inn Coyoacan) is pending major repairs after the
earthquakes that affected Mexico City.

At the close of 2Q22, Occupancy stood at 57.9%, the
highest percentage recorded since December 2019,
with a recovery of 17.3 pp compared to 2Q21. Likewise,
the Rate registered significant advances, derived from
i) the recovery in occupancy levels; ii) the inclusion of
luxury and upper scale hotels to the portfolio; and, iii)
the closure of limited service hotels in the Bajio area.
As a result, the rate reached Ps.1,564.1, an increase of
21.4% with respect to the Ps.1,288.3 recorded in 2Q21.

As a result of the increases in Occupancy and Fare,
RevPAR benefited, ending at Ps.905.0, 73.0% above the
same quarter of the previous year, as well as an
increase of 20.2% with respect to the figure shown in
2Q19.

BUY T.P. JUN23 Ps.6.20
Price (FINN 13) 3.70
Max./min. (2Y) 3.02/8.4
Expected return 67.6%
Market value (Mill.) 1,863
Yield per dist. 12m fwd (Ps.) 0.0%
Outstanding shares (Mill.) 504
Float 90.0%
Avg. amount 2 years (Mill.) <1.0

Source: APL Global and BMV
Prices as of 07/28/2022
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2Q22 2Q21 Var.

Lodging revenues 465.4 272.9 70.5%

Rental revenues 20.2 6.9 194.2%

Fibra Revenues 486.8 282.3 72.5%

NOI 162.5 59.6 172.6%

EBITDA 133.9 47.8 180.2%

FFO 36.9 (46.2) n.c.

Hotels and rooms

Hotels in operation 38 39 -1

Land Lots 1 1 0

Properties at the of the quarter 39 40 -1

Footprint (States) 13 13 0

Total rooms 6,442 6,641 -199

Ps. millions except calculations per CBFI

Reconsiliation of the FFO and AFFO

2Q22 2Q21 Var.
FFO 36.9 (46.2) n.c.
Maintenance Capex 17.0 9.8 103.0%
Adjusted FFO 19.9 (56.0) n.c.
FFO per CBFI 0.0733 (0.0917) n.c.
Adjusted FFO per CBFI 0.0396 (0.1111) n.c.

Financial Highlights as of 2Q22

Occupancy 57.9%
ADR 1,564.1
RevPAR 905.0
LTV 34.3%

Source: elaborated by APL Global with BAFAR and BMV data.
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Revenues

Due to the low comparable base, Total Revenues for 2Q22 increased 72.4% to Ps.486.8 million. By
components, Ps.465.4 million corresponded to Lodging Revenues, Ps.20.2 million to Property Lease
Revenues (leasing of meeting rooms, coffee breaks, lounges and restaurants) and Ps.1.2 million from asset
management fees from the administration of The Westin and JW Marriott Monterrey hotels.

By segment, the breakdown of revenues was as follows: limited service Ps.34.0 million (+68.3% YoY); select
service Ps.222.0 million (+54.1% YoY); full service Ps.218.4 million (+105.3% YoY); and extended stay Ps.11.1
million (+23.3% YoY).

P&L

During the second quarter of the year, Operating Expenses amounted to Ps.324.3 million (+45.6% YoY),
representing 66.6% of Revenues, a more efficient level of spending vs. 2Q21 when this item represented
78.9% (compared to 68.6% prior to the health restrictions in 2Q19). This efficiency is due to FINN's expense
containment strategy and the synergies achieved with the hotel operator Aimbrigde Hospitality, which
contributes to the generation of economies of scale through the global reach of the operator and its use of
technology for asset management.

As a result, hotel Net Operating Income (NOI) for 2Q22 totaled Ps. 162.5 million (vs. Ps. 59.60 million in
2Q21), which translated into a hotel NOI margin of 33.4% (vs. 21.1% in 2Q21).

EBITDA totaled Ps.130.8 million, an increase of Ps.85.0 million compared to the Ps.45.8 million recorded
during 2Q21, representing an increase of 185.9%. EBITDA margin was 26.9% (vs. 16.2% in 2Q21).

Due to the good performance of the portfolio, 2Q22 FFO was in positive territory (a situation that had not
occurred since 1Q20), reaching Ps. 36.9 million, with a margin of 7.6%. AFFO was Ps.19.9 million, with a
margin of 4.1% during the quarter.

Balance Sheet

As of the last day of June, the Cash and Cash Equivalents balance stood at Ps.395.3 million, 29.3% higher
than the Ps.305.8 million recorded at the end of 2021. The customer portfolio stood at Ps.89.9 million, due
to credit card and corporate customer balances. It should be noted that Ps.76.6 million of assets available
for sale were recorded, mainly related to the three Bajio hotels and the Coatzacoalcos, Veracruz hotel (vs.
Ps.77.1 million in 1Q22).

The Value Added Tax (VAT) credit balance decreased Ps.32.7 million with respect to the previous quarter,
ending at Ps.150.2 million, for which reason we are still in the process of obtaining the respective tax
refund.

As a result of the improved operating results and the strengthening of the balance sheet before the VAT
refund, the loan to value (LTV) was 34.3% as of June 30.

Debt with Cost after amortizable expenses was Ps.4,060.5 million at the end of the quarter, of which
Ps.3,174.9 million corresponds to stock market debt (FINN18) and Ps.885.6 million to short- and long-term
bank debt. The weighted average gross cost of debt ended at 9.52%. It is important to note that FINN is in
compliance with its financial covenants at the end of the quarter.
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Our Recommendation

During the quarter, FINN's results have been positive, as a result of the progress in occupancy and the cost
containment policy, which has led to a positive FFO generation, a situation that has not been observed
since the beginning of the pandemic in 1Q20. In addition, we believe that nearshoring may benefit the
portfolio's occupancy, derived from a higher volume of business travelers, mainly in the northern part of
the country, a region where there is ample availability of FINN rooms. In this regard, after updating our
valuation model and revising our projections, we have maintained our 12-month (Jun 23) Target Price (TP)
unchanged at Ps.6.20 per CBFI, with a fundamental BUY recommendation, which translates into a 67.6%
return on capital appreciation.

Pablo Dominguez Diego Cortazar
1 (786) 224-4501 1 (786) 224-4501
pablo.dominguez@aplglobal.com diego.cortazar@aplglobal.mx
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Assumptions for calculating the WACC

Risk-free rate (M 10): 8.0%

Risk premium over capital: 2.5%
Beta: 0.83

Beta-adjusted risk premium: 2.0%
Sovereign risk premium: 3.8%

Share capital cost (ka): 13.8%

Residual Growth: 3.0%
Source: APL Global and various recognized
sources

Dividend Discount Model (DDM) Yearl Year2 Year3 Year4 Year5 Year6 Year7 Year8 Year9 Year10

AFFO (Ps. millions) 86 220 248 279 313 349 390 434 482 535
CBFIs en circulacién (millions) 504 504 520 520 520 535 535 535 545 545
Distribution per CBFI (Ps.) 0.17 0.44 0.49 0.54 0.60 0.67 0.73 0.81 0.90 0.98

Present Value FCF Year2- 2.90

Residual growth: 3.0%

Residual value: 9.36

Present Value of the residual: 2.57

Intrinsic value per CBFI: 5.47

Source: APL Global

Sensibility of the IV calculated by DDM: Residual vs. ka

Residual Growth Scenarios
2.00% 2.50% 3.00% 3.50% 4.00%
14.8% 4.73 4.82 4.92 5.02 5.14
14.3% 4.97 5.07 5.18 5.30 5.43
Scenarios for ka levels 13.8% 5.23 5.34 5.47 5.61 5.76
13.3% 5.51 5.65 5.79 5.95 6.12
12.8% 5.83 5.98 6.14 6.32 6.53
Source: APL Global
Valuation Method Price Weig.
Dividend Discount Model (DDM) 5.47 70% TR .
Valuation by Net Asset Value (NAV) 7.91 30% Distribution projected per CBFI
Intrinsic Value (IV) (12 months) 6.20 100% 120 (Ps.)
Actual price 3.70 ’
Return by price 67.6% 0.80
Return by distributions 0.0% ’
Total Return 67.6%
Recommendation COMPRA 0.40
Source: APL Global
-
Period 20232 S-22 J-25 M-28 D-30
Properties, plant and eq. (net) 11,013
Cash, equivalents and investments 292
Total Debt 4,066
NAV 7,240
Outstanding CBFIs (millions) 504
Target Price by NAV 14.37

Source: APL Global
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Balance Sheet

2020 2021 2022 E 2023 E
Total Assets 10,474 11,915 11,689 11,818
Current assets 899 666 505 566
Cash and equivalents 266 305 83 252
Financial investments 80 37 40 41
Accounts receivable 28 88 %} 07
Other current assets 426 236 267 ur
Non-current assets 9,575 11,249 11,184 11,252
Properties, plant and eq. (net) 9,419 11,070 10,951 11,013
Other non-current assets 156 179 233 238
Total Liabilities 4,676 4,538 4,494 4,414
Current liabilities 472 453 473 373
Short-term debt 49 552 182 81
Other current liabilities 324 302 291 292
Non-current liabilities 4,204 4,084 4,021 4,040
Long-term debt 4,077 4,012 3,967 3,985
Other non-current liabilities 27 73 54 56
Total debt 4,226 4,163 4,149 4,066
Net debt 3,960 3,859 4,066 3814
Shareholder's Equity 5,798 7377 7,195 7,404

P&L
2020 2021 2022 E 2023 E
Total revenues 706 1,184 1,889 1,985
Property expenses 424 498 649 682
Administrative expenses 1190 1552 648 647
Operating Income (Loss) (1,213) 113 278 287
Net finance income (expenses) (305) (393) (381 (33)
Income taxes 7 - - -
Net profit (loss) (1,525) (280) (366) (44)
NOI 41 268 642 667
FFO (388) (233) 156 278
AFFO (412) (271 93 214
Growths in:
Total revenues 67.6% 59.6% 5.0%
NOI n.a. 139.4% 3.9%
FFO -40.0% na. 78.5%
AFFO -34.2% na. 130.3%
M argins:
NOI -5.9% 22.7% 34.0% 33.6%
FFO -54.9% -19.6% 8.2% 14.0%
AFFO -58.4% -22.9% 4.9% 10.8%
Figures per CBFI:
Outstanding CBFls (millions) 493 504 504 504
NOl per CBFI (0.08) 053 127 132
FFO per CBFI (0.79) (0.46) 0.31 0.55
AFFO per CBFI (0.84) (0.54) 0.18 0.42
CBFIs calculated at the end of the year
Cash Flow
2020 2021 2022 E 2023 E
Net profit (loss) (1525) (280) (366) (44)
Net finance income (expenses) (305) (393) (38) (33)
Working capital (183) 184 4) 6
NET CASH FLOWS FROM OPERATING
ACTIVITIES (267) 321 (130) 83
(-) Purchase of long-term assets - - - -
(-) Investment in properties, plants and eq. 535 64 (288) (500)
(+) Interest collected 6 10 1 1]
NET CASH FLOWS FROM INVESTING
ACTIVITIES (166) 184 302 501
(#) Increase in debt 1265 204 4) (83)
(¥ Amounts forissuance of shares - - - -
(-) Dividends paid 64 - - -
CASH FLOWS FROM FINANCING ACTIVITIES 136 (466) (394) (415)
INCR. (DEC.) CASH AND EQ. (298) 39 (221 168
CASH AND EQ.AT THE BEGINNING OF THE
PERIOD 564 266 305 83
CASH AND EQ.AT THE END OF THE PERIOD 266 305 83 252

Source: APL Global

Operational indicators and financial ratios

2020 2021 2022 E
Liquidity 19x 15x 1 15x
Leverage (TL/TA) 44.6% 38.1% 38.4% 37.3%
Total debt/NOI -102.0x 15.5x 6.5x 6.1x
Net debt/NOI -10.2x -16.6x 26.1x 13.7x
LTV (Total Debt/Inv Prop.) 44. 2% 37.0% 37.% 36.1%
Implicit Cap Rate -0.4% 2.4% 5.9% 6.1%

Source: APL Global
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About reported information
The analysts responsible for preparing this report state that the research, valuations, opinions, points of view and conclusions
expressed herein reflect a totally independent opinion, which is based on information that is deemed as public and reliable.

APL Global states that the people who prepare this report have experience, technical capacity, and professional prestige, and do
not have any conflicts of interest and are not subject to personal, proprietary or economic interests in the covered stock.

The research report issued by APL Global is prepared under the highest standards of quality and transparency.

Regardless of the business relationship that APL Global could be holding with the company covered, there is a “Chinese Wall”
between APL Global’s business areas and fundamental analysts, in order to guarantee their investment opinions and ratings
qualify as independent.

In some cases, the coverage services of APL Global are provided to the issuer through the payment of a consideration. However,
APL Global has total impartiality and autonomy in developing its valuation model and investment recommendations.

The stock coverages of APL Global are carried out by research teams, with each analyst being formally appointed for this purpose,
to ensure continuity of the client's coverage services, in compliance with the APL Global’s bylaws.

The information contained in this document is summarized and is not intended to be exhaustive. There is no statement or
warranty, express or implied, regarding the accuracy, impartiality, or completeness of this information.

Additionally, this document was prepared with public information from multiple sources. The estimations or forecasts contained
in this research paper are a generalized recommendation and are based on subjective assumptions and estimates on future
events and circumstances and are subject to significant variations. It is not possible to guarantee the success of the proposed
strategies.

The price target (PT) introduced in this report reflects the expected potential performance of the stock within a specific period.
This performance is estimated by the valuation methodology chosen by APL Global, based on the combination of one or more
generally adopted approaches for the financial valuation of a company, which may include valuation using multiples, discounted
cash flows (DCF), sum of the parts valuation (SOTP), liquidation value and any other appropriate methodology for the particular
case. It should be noted that such valuation could be affected by other factors, such as the flow of general or specific company
news, investors' perception of the issuer, the sector and the financial markets, mergers and acquisitions, among others. Any
combination of these factors may lead to a recommendation contrary to that indicated by fundamental valuation.

This document has been prepared for informational purposes. No commitment is made regarding the accuracy, sufficiency,
truthfulness or accuracy of the information and opinions contained herein. APL Global will not be liable for any loss or damage
arising from the foregoing. This research document is based on facts and / or events up to this date, so future events and / or
developments may alter the conclusions expressed herein. APL Global assumes no responsibility for updating, reviewing,
rectifying or void this document based on any future event. APL Global receives remuneration for its analysis services.

This report and its contents are property of APL Global and cannot be shown or distributed without APL Global’s prior written
consent.
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