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EXECUTIVE SUMMARY
We commence our analysis and evaluation of Grupo BMV (BMV: BOLSA A) with a BUY 
recommendation based on a 12-month target price of MXN $33.62, signifying a 15%  upside to 
its closing price of MXN $29.29 as of November 6th, 2023 (See Figure 1). 

Our investment thesis is supported by the following key drivers: 1) an expected sustained 
long-term growth perspective, 2) an efficient strategic diversification and 3) an innovation 
approach pioneering excellence and leading the industry.
1)Long-term Growth
We foresee that BMV will experience a steady and continuous expansion driven by short and 
long-term strategic projects aimed at growth, regulatory compliance and transformation. These 
initiatives include the following: 1)BMV is implementing several key strategies to enhance its 
market presence and performance. These strategies include enabling Pension Funds (AFORES) 
to use securities as collateral for transactions, potentially driving up to 100 million pesos in 
annual transactions and reducing liquidity constraints. They are also looking to leverage newly 
acquired SWIFT software for Direct Custody, with a projected annual yield of 500 million MXN 
after ten years. The company is working on transforming the Bond market into an electronic 
trading platform, aiming for increased liquidity, lower prices, and higher trading volumes. Addi-
tionally, they are enhancing post-trade operations through the segregation of infrastructures for 
central counterparties, clearinghouses, and the Central Securities Depository. 2)Alongside the 
Mexican Pension System Reform, which centers on four main features, we envision a promising 
future for the company. Considering that AFORES managed 5.57 trillion pesos in assets as of 
June 30, 2023, and that SIEFORE's net assets represent 20% of the Mexican GDP, we can antici-
pate substantial growth. Consequently, we expect a significant increase in Grupo BMV´s local 
market volume traded, thus, a strengthened revenue growth.  These factors collectively reinforce 
our confidence in the Grupo BMV´s long-term potential and steady growth, offering promising 
returns to stakeholders. 
2)Efficient strategic diversification 
We believe Grupo BMV´s vertical integration, as seen within its value chain (Appendix 14), 
effectively serves to mitigate potential risks associated with the adverse macroeconomic 
environment to which its day-to-day operations are exposed. Consequently, it strengthens its 
financial performance as well. By maintaining control over all facets of the supply chain of a 
financial transaction through its nine business divisions, Grupo BMV achieves a robust diversi-
fication of revenue sources, thereby fortifying its capacity to sustain growth and financial stabil-
ity, even in the face of economic challenges. We anticipate that Grupo BMV will persist in its 
prudent containment of operating expenses, with an expected growth rate of 5%from FY2023 to 
FY2028, primarily explained by its vertically integrated operations. Our projected CAGRs for 
Grupo BMV´s Net and EBITDA Margins (Figure 33) predominantly derive from our outlook of 
effective operational diversification. Consequently, we consider Grupo BMV as a solid and 
resilient company poised for enduring long-term growth and expansion. Grupo BMV´s strategic 
diversification leads to a leading market position in all of its 9 business divisions, which leads 
us to our third key driver supporting our investment thesis. 
3)Leading the Industry
In Mexico, BMV holds a leading position within the industry. Despite the emergence of new 
competitors, such as BIVA, Grupo BMV has managed to maintain a strong market presence 
with a minimal 10% decrease in market share, shifting from 94% in August 2022 to 84% by 
September 2023. Across the majority of its business divisions, Grupo BMV has consistently 
outperformed its peers. It is actively investing in technology projects that will further elevate 
their position as pioneers in technological solutions. As part of their core platforms, they operate 
BMV Operations (MONET), a real-time processing system that efficiently handles orders from 
intermediaries on behalf of both themselves and their clients. Grupo BMV is committed to 
continuous technological innovation, consistently modernising and fortifying their platforms. 
They are making comprehensive updates across all platforms, focusing on flexibility in Disaster 
Recovery Planning (DRP) and service monitoring. Additionally, they're promoting digitization 
and automation, with innovations like BolsApp and Process Automation (RPA) to enhance 
efficiency and risk management. Consequently, given their ongoing growth and investment in 
technology, the BMV is a company with a promising future and expansion. 
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Figure 6. Grupo BMV´s 9 
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BUSINESS DESCRIPTION

INDUSTRY OVERVIEW AND COMPETITIVE POSITION
Macroeconomic conditions. 
Certain macroeconomic aspects regarding politics and economics at the global, regional and 
national level impact directly the industry in which Grupo BMV´s subsidiaries operate as well 
as its financial performance. Hence, an economic and political analysis on the evolution and 
behavior of relevant macroeconomic variables is key. 
Economic Growth Stagnation. 
A country's economic growth fosters economic activity, favoring financial markets. Since 2019, 
Mexico´s economy has faced economic growth stagnation for 4 consecutive years until it 
surpassed the 2019 pre-pandemic level of 18.86M MXN with a GDP of 18.92M MXN in Q2 
2023 (Figure 10). Yet, its economic growth continues. Expectations on Mexican economic 
growth rates indicate an optimistic outlook for H2 2023, since the expected growth rate 
increased from 0.98% anticipated in January 2023 to 3% anticipated in August 2023; led by 
robust private consumption and investment. However, in the short term, Banxico expects a 
demoralized outlook for 2024, forecasting a lower economic growth rate for 2024 in August 
2023 (1.60%) than the one anticipated in January 2023 (1.85%). In the long term, 

Grupo BMV, Bolsa Mexicana de Valores SAB de CV, is the main stock exchange in Mexico and 
one of the most important in Latin America, with a net profit in 2022 of 1,662 million pesos and 
8,743 million pesos in Total Assets. Its purpose is to facilitate the buying and selling of securi-
ties, such as stocks, bonds, participation  certificates, and other financial instruments. The Group 
is made up of different companies: Besides the stock exchange, it operates a derivatives market, 
a securities and over-the-counter (OTC) derivatives brokerage company, the central securities 
depository in Mexico where custody and settlement of securities take place, a securities clear-
inghouse, a derivatives clearinghouse, as well as a price valuation company and risk manage-
ment services. Out of all its products, the OTC and information services are its main sources of 
income.

Business Divisions: 1) Subscription 48.5% and Transactional 52% of Grupo BMV´s revenue
a)Bolsa Mexicana de Valores (BMV). With 363 issuers, of which 52 have more than one type 
of securities listed, the BMV s current asset value is 1.4 Trillion pesos with a 13% ESG, and they 
trade about 800M MXN a day. It is one of the cheapest stock exchanges in the world, charging 
a mere third of a basis point in listing and maintenance. Regardless, due to the  rates being so 
high this year and the dollar being so low, many investors have switched from the equity market 
to other alternatives such as CETES or fixed income. Furthermore, since the new Best Execu-
tion Requirements directive, the competition has taken on average 20% of the Capital market.  
(The Capital formation is subscription revenue, and the equity trading is transactional revenue).
b)I nformation services. This branch is amongst the most profitable for the Group, and is 
comprised of Valmer, an authorized price vendor and financial risk software provider, an 
alliance with S&P which enables the access indexes calculated by them, and the Feed of Data, 
which replicates foreign stock market information for mexican use and distributes BMV´s data 
to other markets.c) Institución para el Depósito de Valores (INDEVAL) As the only Central 
Securities Deposit in Mexico, its purpose is to safekeep the securities of issuers and compensate 
and liquidate the buyers. Their main income sources are the custody and settlement of securities 
and their Global Markets Services. (INDEVAL is considered both subscription and transactional 
revenue).d) Mercado de Derivados (MexDer) The derivatives average a daily national value 
of 370 Million USD, however they only sum up to 3% of the total Group BMV´s total revenue. 
The main products of this market are the peso-dolar futures, the IPC futures and the Interest Rate 
Swaps. Although a small market in Mexico due to other alternatives such as the Chicago market 
and the OTCs being more popular, it shows promise in the future to grow to the size of other 
countries´ examples, such as India where this investment option is very popular.e) Central 
counterparts. In Mexico, everything that is traded by any company goes through the CCV and 
Asigna, since they are the only Equity and Derivatives Central Counterparts in the country that 
provide the service of eliminating the counter-party risk and the registration of each transaction, 
for which they charge a fee. CCV has an average clearing revenue of 55 M MXN and Asigna has 
an average margin deposit of 35.7 Billion pesos. f) Sif Icap. In a joint venture with this compa-
ny, BMV offers highly sought after products such as government bonds, swaps, forwards and 
both banking and corporate bonds. This operation is divided between Mexico, which yields 31% 
of the revenue and has a fee cap, and Chile, with the remainder and no cap.
Grupo BMV´s Strategic Approach
Grupo BMV´s strategic approach is characterized by a clear and well-defined business purpose, 
a forward-looking vision and strong differentiators. Its purpose of enabling the functioning of 
the stock and derivatives markets in Mexico through an integrated business group demonstrates 
its commitment to the financial sector´s stability while leveraging their talent and cutting-edge 
technology. We consider Grupo BMV a catalyst for economic progress based on its excelling 
performance in each of its 9 business divisions. Its prevailing 84% market share (Figure 5) is 
explained by its 129+ years of experience and its diversified business model supported by 
advanced technology, which leads to a significant advantage in the financial markets. Grupo 
BMV aims to fortify their traditional financial and operational business while carrying out 
strategic alliance with regulators in order to remain compliant and at the forefront of industry 
standards. Moreover, its pursuit of new revenue streams through subscription-based businesses 
shows adaptability and a forward-thinking mindset strategic approach to cover all stages of 
stock market operations; from promotion, order execution, transaction settlement, custody and 
clearing, risk management and the generation of real-time and value-added information through 
the establishment of an integrated business group has contributed to Grupo BMV´s
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Figure 12. Mexico´s M1 & M2 2021 - 2023
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Market Liquidity Constant Growth. 
More liquidity implies greater credit lines access, ease of bill collections and stimulates 
economic activity (increasing buy/sell operations in market). Higher liquidity leads to faster 
market operations. In Mexico, the performance of M1 and M2 money aggregates have demon-
strated favorable circumstances for financial markets. In regards to the cash money in circula-
tion and bank deposits (M1), Mexico has constantly increased its results month-over-month by 
0.62% since 2021 (Figure 12); overall increasing 21.86%. In regards to M1 + savings deposits 
and money market mutual funds (M2), Mexico has been having an outstanding performance, 
increasing its results month-over-month by 0.66% (Figure 12); overall increasing 23.49%
Interest Rates and inflation 
As an approach to combat inflation, achieve their inflation target level of 3% and mitigate risks 
associated with the latter such as currency depreciation, cost pressures and energy or agricultur-
al price fluctuations, Banxico has  significantly increased its interest rates from 4.02% in 
2Q2021 to 11.25% in 2Q2023, and has maintained its 11.25% levels for 3Q2023 (Figure 13). 
Such increase in interest rates has effectively contributed to a 3Q2023 achieved inflation of 
approximately 4.5% (Figure 14). When interest rates increase, government bonds become more 
attractive,thus shifting investments from the equity market to debt market. Banxico´s September 
surveys regarding economic expectations forecast a favorable outlook for equity markets, since 
they expect Mexico's current target rate of 11.25% to decrease to 11.18% by the end of 2023 and 
to 8.88% by the end of 2024. Moreover, with respect to inflation, results from Banxico´s surveys 
forecast an optimistic short term, medium term and long term outlook; expecting inflation to 
decrease to 3.95%, 3.81% and 3.63% by the end of 2024, 2025 and 2030 (See Appendix ). 
Decline in Currency Exchange Rates. 
Current decreasing levels of the Mexican Peso to US Dollar exchange rate have led to an appre-
ciation of the Mexican Peso. Mexico's exchange rate has decreased 17.72% from H1 2020 to H1 
2023 (Figure 15). Banxico´s expectations of the exchange rate for 2023 has been constantly 
decreasing since January, from 19.80 to 18.37 in June (Figure 13). Such constant decrease of the 
exchange rate has also led to a decrease in its 2023 predictions for 2024, from 20.50 in January 
to 19.22 in June (Figure 13) and for 2025, from 20.40 in January to 19.89 in June (Figure 13). 
The Mexican peso´s appreciation has contributed to the development of a bear market, shifting 
investors' incentives towards foreign stock exchanges, by making BMV stock exchange less 
attractive for international investors since stock prices have increased as well as for local inves-
tors since investing in foreign stock (such as in the U.S.) becomes more profitable than investing 
in local exchanges such as BMV or BIVA.
Equity Market Outlook
The outlook for the Mexican stock market in the coming years is positive, albeit with some risks. 
On one hand, the Mexican economy is expected to grow at a rate of between 2.5% and 3.5% in 
the coming years, which should benefit publicly traded companies. Additionally, low inflation 
is expected to persist, which should also favor businesses. On the other hand, there are some 
risks that could impact the Mexican stock market. One of the main risks is political uncertainty, 
as Mexico will hold presidential elections in 2024. Another risk is the volatility of international 
markets, which could affect the prices of Mexican stocks. We decided to make a comparison 
with the New York Stock Exchange (NYSE). We can observe how the number of transactions 
on the BMV remains relatively consistent over the years, ranging from 57 million in 2019 
(lower) to 73 million in 2020 (higher). The best year for both exchanges was 2020. Overall, it is 
anticipated that the Mexican stock market will grow in the coming years, but investors should 
be mindful of the existing risks
Derivatives Market Outlook
The outlook for the derivatives market in Mexico for the coming years is positive, with signifi-
cant growth potential. The Mexican derivatives market is growing at a rapid pace, driven by 
increased participation from institutional investors and the growing sophistication of retail 
investors. In 2022, the trading volume on the Mexican Derivatives Market (MexDer) reached a 
record of 1.5 trillion Mexican pesos, a 20% 
growth compared to the previous year. This growth is expected to continue in the coming years, 
driven by the following factors: mexican Economic Growth: The Mexican economy is expected 
to grow at a rate of between 2.5% and 3.5% in the coming years, creating new opportunities for 
derivatives, international Market Volatility: Increased volatility in international markets could 
boost the demand for hedging instruments, such as derivatives and development of New 
Products: MexDer is developing new derivative products to meet the needs of investors. Analyz-
ing the derivatives market of the Mexican Stock Exchange, we can observe that it has, to some 
extent, remained relatively constant over the years, with a range from 39,566,466 in 2021 
(lower) to 48,527,986 in 2022 (higher). 
Regulatory Framework
New “Best Execution” Rule in the Stock Market. 
The enactment of the "Best Execution" Rule in August 2022, which consisted of an algorithmic 
method that splits operations between Grupo BMV and BIVA focusing on the best price and 
volume at the precise memento the transactions is made, had a notable impact on Grupo BMV's 
market share, resulting in a decline of 10%, from 94% in August 2022 to 84% in September 
2022 (Figure 5). This, in turn, contributed to a constant decrease in its revenue, commencing in 
Q3 2022 and extending through Q3 2023, with a cumulative decrease of 18% from Q2 2022 to 
Q2 2023.
Competitive Position. 
Up until recently, BMV Group had enjoyed a very comfortable position in its industry as the 
only stock market in Mexico, a privilege that lasted for almost 130 years. This, over time, also 
ended up causing a full financial infrastructure to be built around securities trading, with every-
thing from capitals, derivatives, and OTCs to supporting institutions,such as INDEVAL and 
Asigna. sion and expansion in the financial market. Their arrival would cost BMV on average 
15% less revenue on a monthly basis. 
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Figure 19. Grupo BMV´s ESG 
Rating vs Emerging Markets 2023

Figure 20. Grupo BMV´s ESG 
Rating vs Mature Markets 2023

Figure 21. Grupo BMV´s S&P, MSCI 
and Bloomberg Ratings vs Peers 2023
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Figure 23. Grupo BMV´s 2021-2023
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Figure 25

ENVIRONMENTAL, SOCIAL & GOVERNANCE

This monopoly generated millions upon millions of pesos of revenue every single year, and the 
slowly growing participation in the Mexican financial market predicted that the trend would 
hold. In 2018, however, a new player rose in the capital's market: BIVA, the new technologically 
and socially driven project from Censor (Central de Corretajes) that aimed for inclusion and 
expansion in the financial market. Their arrival would cost BMV on average 15% less revenue 
on a monthly basis. Although this shift on the industry had a visible impact on the company's 
finances, it would also mean an opportunity, since the new competition planned on on the popu-
lation, and new investors were giving the Mexican stock markets a try. Keeping in mind that 
Capitals market is a fraction of the revenue of the company, and that financial infrastructure is a 
bigger part of their worth, the new traffic derived from a more diversified market ends up 
benefiting Bolsa as well, since every transaction has to use and pay the supporting services that 
only the Group can provide. Consequently, even if more competition was to arrive, BMV Group 
would stay on top of the market either way.

BMV Group is committed to progressively enhance its environmental, social and governance 
(ESG) rating through strategic initiatives. In terms of  its Bloomberg ESG rating for 2023, BMV 
Group achieved a score of 4..92, surpassing the industry average for emerging stock exchange 
(Figure 19). However, when comparing Grupo BMVwith mature stock exchanges, its 2023 
rating fell below the industry average (Figure 20). This discrepancy indicates a need for signifi-
cant advancements for Grupo BMV to successfully attain its main goal of fostering a culture of 
sustainability among issuers and investors. Furthermore, Grupo BMV is part of MSCI Emerging 
Market, Dow Jones Sustainability and S&P/BMV Total Mexico sustainability indices, where it 
has exhibited exceptional performance. Besides Bloomberg, Grupo BMV has demonstrated 
outstanding performance in its S&P Global Rating when compared to its peers in both emerging 
and mature markets (Figure 21). In terms of its MSCI rating, Grupo BMV is only one level 
behind its peers from mature markets, indicating a commendable performance. Specifically, 
areas of opportunity for Grupo BMV derived from its insufficient performance regarding its 
board composition, shareholders´ rights and climate transition & physical risks metric of  > 5°C 
(Appendix 19).
Environmental
Energy management. 
Energy management is one important aspect that BMV is paying special attention to. The 
company has joined the commitment to be a net zero (CO2) company alongside 5 other 
exchanges, they report under TCFD recommendations, measure annually its carbon footprint 
(Scopes 1, 2 and 3), which metric they expanded by incorporating the categories of goods and 
services purchased, as well as employee transportation, and offset the 100% supporting the 
development of a wind farm in Oaxaca. In the voluntary carbon market, there were offset 
356,462 tons of CO2e from 2016 to June 2023 (68% offset in 2Q23). Financing support. Grupo 
BMV facilitates financing and capital mobilization for sustainable projects through Labeled 
Bonds and they developed the Carbon Neutrality Guide for companies, promoting the frame-
work for analysis, implementation, and dissemination of the carbon neutrality process. Through 
MÉXICO2, many companies have offset their GHG emissions through the Voluntary Carbon 
Market.
Social
Financial Awareness.
They strengthen the financial awareness in Mexico through several channels such as Escuela 
Bolsa Mexicana and Museo Bolsa, which combined have trained at least 53,728 persons (as of 
6M23: 9,231 MUBO and 44,497 Escuela Bolsa), their Podcast and Blog. They also work 
towards growth in social media scope, is part of Ring 
the Bell for Financial Literacy, a global movement to strengthen financial education, and takes 
part in the CONDUSEF National Financial Education Week. 
Equality.
They generate equal opportunities to their employees and have a Diversity and inclusion strate-
gy (44% their workforce being STEM (Science, Technology, Engineering and Mathematics). 
Out of this, 37% are women), creating working communities for initiatives towards gender 
equality, LGBT+, religion and disability. Grupo BMV constantly seeks to offer the best working 
conditions, a career plan and training (in 2Q23, 39% of the vacancies were occupied internally, 
and in 2023 they averaged 30 hours of training and development), and has a policy of Human 
Rights and Labor Well-being. 
Governance
Board of Directors 
Board of Directors. The governance of the BMV showcases a commitment to transparency and 
diversity. With 53% of the Board of Directors comprising independent members, the exchange 
maintains a robust level of objectivity in decision-making. Furthermore, the inclusion of women 
in half of these independent roles underscores a dedication to gender equality and broader repre-
sentation. The board's performance is rigorously assessed by a third party, ensuring accountabil-
ity and the highest standards in corporate governance. This multifaceted approach to governance 
not only strengthens the BMV's credibility but also reinforces its dedication to fostering an 
inclusive and responsible business environment.
Company Ownership
Grupo BMV´s top holders include but are not limited to FMR LLC, Invesco Ltd., JP Morgan 
Asset Management, Franklin, Resources Inc. and BlackRock Inc., owning in conjunction a 20% 
of Grupo BMV as a whole (Figure 24). Its biggest shareholder, FMR LLC, currently holds 
4.75% of Grupo BMV´s shares outstanding, equalling to $MXN 27.19M.  The significant 
ownership over Grupo BMV by the public of 59.73% has permitted greater transparency 
towards its shareholders, leading to stronger investor relations that have eventually increased 
throughout its +129 years of experience, its visibility and brand recognition. 
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Figure 25.  Common Stock Owned 

Figure 26. Grupo BMV´s Net & EBITDA 
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Figure 27. Grupo BMV´s Current Ratio
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Revenue
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FINANCIAL ANALYSIS
Overall, through its financial statements, Grupo BMV has demonstrated its tendency to a slow, 
but constant growth; through financial stability. Its historical financial performance has proved 
Grupo BMV is a solid and resilient company with a steady commitment to foster the financial 
market in an environment of challenging  market conditions. Although Grupo BMV has recently 
been facing adverse market conditions, its operative margins have overgone through a steady 
growth from 2018-2022 at a 1.18% CAGR of its Net Margin and a 2.69% CAGR of its EBITDA 
margin (Figure 26). Besides its margins, its operating efficiency growth can be seen through its 
operating cash flow 2023-2028 expected CAGR of 2.74% Grupo BMV´s CAPEX constant 
increase from FY2018-FY2023 explains its strategic path implemented in order to attain its 
growth expectations, consisting of regulation, growth and transformation projects with attractive 
benefits for Grupo BMV´s overall 
performance. Grupo BMV´s current ratioYoY growth aligns with our thesis of Grupo BMV 
being a solid and resilient company, through a 6.97% FY2014-FY2022 CAGR, positioning far 
above of the industry average (Figure 27). 
Grupo BMV´s Vertical Integration Enhances its Financial Performance. 
Through its vertical integration in its supply chain (Appendix 14), Grupo BMV controls all 
stages of a financial transactional operation, thus building a diversified business through which 
its capable of mitigating the impact of macroeconomic variables on each of its business lines, of 
which 90% of them lack of competitive alternatives. The current increase in interest rates has 
significantly affected the equity business line´s performance regarding its level of operations and 
revenue, yet, it has benefited the OTC (Sif Icap) division (Figure 28); increasing trading opera-
tions of interest rate swaps (IRS) and MéxiCO2. Current increase in company delistings from 
BMV has worsened the equity and issuers division performance, still, five new issuers were 
obtained in 2022 in the debt market. The adverse exchange rate impacted directly each of Grupo 
BMV´s divisions from 9M2022-9M2023 since its global custody fees are in dollars and 
cross-border transactions on the global market decrease, with its Equity revenue decreasing 
11.84%, its Indeval revenue 19.59%, of which 26% of its revenue accounts to global markets 
services .The MXN Peso appreciation has represented a negative impact in its 9M 2023 
Exchange gain (loss) of 14 million pesos compared to the latter of 9M2022, since a high percent-
age of its revenuesis in USD dollars, corresponding to an exchange loss of 3.40 million (Figure 
29). Still, the constant increase in interest rates had led to a 9M2023 interest gain of 289.85 
million, 115 million higher than 9M2022. Despite the macroeconomic challenges Grupo BMV is 
currently facing, it managed to maintain positive 9M2018-9M2023 CAGR rates regarding its 
revenue(2.05%) and net income (1.91%) and EBITDA Margin (0.65%). Grupo BMV´s differen-
tiated approach reflects its operational and financial progress through a  9M2018-9M2023 
CAGR of its Op. Exp Margin of just 0.78% compared to its Op Exp CAGR of 2.85%  (Figure 
48) 
Ability To Endure Crises 
Through 129 years of operation, Grupo BMV has demonstrated its ability to prevail over distinct 
adverse political, economic and social circumstances. Definitely, 2022 was a challenging year 
for the market due to all the risk off generated by higher inflation rates, as well as the war 
between Russia and Ukraine. Regarding these two most recent global crises, Grupo BMV was 
able to maintain its pre-crisis level growth one year after it took place, and even improve its 
performance. Grupo BMV managed to generate a net income of MXN 1,590.40 million in 2021, 
and increased their numbers further in 2022, reporting a net income of MXN 1,656.57M (Figure 
30). Despite the current challenges deteriorating the outlook for the world economy, Bolsa Mexi-
cana has had an ample set of examples backing up the claim that they can and will recover finan-
cially, as is clear from its historic data visible in the Financial Reports and their growing net 
income. The company is particularly skilled in managing their resources when the situation calls 
for it, in order to  remain strong in bad times and recover rapidly in good times.
Fulfilling to its Shareholders Attractive Returns Less Riskier Than its Peers
Taking into consideration Grupo BMV´s financial ratios compared with those of its peers, we 
consider it has generated outstanding returns while maintaining low risk margins. Since 2018, 
Grupo BMV has sustained above the ROE´s industry average (Figure 30); mainly corresponding 
to the increase in the market´s volatility derived from the COVID-19 pandemic (Appendix 4). 
Grupo BMV´s historical ROE supports our approach of forecasting a 1.30% FY2022-FY2028 
CAGR of its ROE (Figure 31). Such outstanding returns have significantly demonstrated to be 
less riskier than those of its peers through its D/E ratio, indicating it is less in debt than its peers 
(Figure 32) by maintaining a constant financial stability through a growth trend on its liabilities 
lower than that of its assets. However, our expectations on its Assets and Liabilities, lead us to a 
forecasted 0.33% FY2022-FY2028 CAGR over its D/E ratio, which would increase riskiness of 
Grupo BMV´s returns. Current macroeconomic adverse conditions have led to a decrease in its 
Net Margin of 1.26% from 2021-2022 and kept Grupo BMV below the industry average, howev-
er, it has demonstrated a constant growth of the latter at a CAGR of 1.32% from 2020-2022 
(Figure 33).  
Productive Strategic Growth Projects Strengthening Grupo BMV´s Cash Flow  
Current strategic projects under development focused on growth, transformation and regulatory 
aspects suggest a productive and efficient performance on Grupo BMV´s investments on the 
long-term , hence, we expected a 5.93% FY2022-FY2028 CAGR on its ROIC (Figure 33). 
Enabling access to the local markets infrastructure of the Central Securities Depository to foreign 
financial institutions will contribute to Grupo BMV´s geographical expansion, thus, it will 
increase its sources of revenue and therefore multiplying its generated returns from invested 
capital.  Recent strategic approaches regarding its Capital Expenditures of FY2022 MXN $87M 
and 6M2023 MXN $120M, have contributed to an efficient value creation through a ROIC ratio 
of 15.65% and 18% respectively, hence, we expect an increase in investors attractiveness. Grupo 
BMV´s efficiency in its investments is also explained by its sustainable performance regarding 
Capex/Revenue ratio, thus, we expect a -6.46% FY2022-FY2028 CAGR of the latter (Figure 
33).     
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Figure 30. ROE Ratio vs Peers

Figure 31.  ROE Forecasts

Figure 32. D/E Ratio vs Peers 

Figure 33. Proyected Net Margin, ROIC, 
CAPEX/Revenue & CAGR

Figure 34. DPS & Payout Ratio% 

Figure 35. EPS & CAGR 

Source: Team Analysis, Company Data
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VALUATION

Our anticipated promising outlook for Grupo BMV´s cash flow implies an effective mitigation 
of any potential risk associated with an economic downturn or industry challenge.  
Effective Capital Allocation 
We confirmed Grupo BMV´s strong commitment to return reliable and consistent value to its 
shareholders through the constant increase of its dividend payout ratio at a 8.71% 
9M2018-9M2023 CAGR and its DPS at a 8.78% 9M2018-9M2023 CAGR (Figure 34). More-
over, its EPS´ significant increase at a 2.11%  9M2018-9M2023 CAGR have proven Grupo 
BMV´s ability to efficiently allocate its increasing capital generated, which has increased 11% 
from FY2018-FY2023  (Figure 35)Grupo BMV´s strategic buyback approach of MXN 800M 
approved, assuring its shareholders increase in value.    
Unhealthy Solvency Aligns with our Expected Investment Risks
We consider Grupo BMV´s unhealthy solvency reputation a significant area of opportunity in 
order to increase investors´ attractiveness and outstand its peers. Despite its Long Term Fitch 
Rating scale positions Grupo BMV in the investment grade category, it is in the lowest level of 
such category; characterizing Grupo BMV with good credit quality and low credit risk but 
somewhat vulnerable to changing economic conditions. When compared with its peers, its score 
is found below all of them, indicating a higher risk reputation among its peers (Figure 37). With 
respect to its Short-Term Credit rating, Fitch Ratings considers the latter of  Grupo BMV´s as 
adequate, which is also located below all of its peers. Grupo BMV has effectively proven to be 
less riskier with respect to its indebtment level through its D/E lower than the average industry 
since 2013 (Figure 32). Grupo BMV´s Financial Stability. In the year 2021, Grupo BMV experi-
enced a notable impact on its liquidity performance, largely attributed to the consequences of the 
ongoing COVID-19 pandemic. During this period, the company implemented significant policy 
changes that are discernible through an examination of its fiscal year 2021 Liquidity Index and 
Cash Ratio levels, as depicted in Figure 36. While the Liquidity Index and Cash Ratio exhibited 
a noteworthy decline in 2021, the working capital demonstrated a substantial increase. This 
increase underscores the company's effective financial stability, a phenomenon largely attribut-
able to a substantial upsurge in current assets, particularly in cash and cash equivalents, in 
contrast to the increase in its current liabilities. Hence, Grupo BMV has substantiated its capaci-
ty to meet its short-term obligations with ample cash reserves, albeit with limited surplus avail-
able for further investments or expenditures. This pronounced upswing in working capital 
provided higher levels of cash which empowered Grupo BMV to allocate MXN 120 million 
toward its 6M2023 CAPEX, aligning with its strategic objectives for sustained growth and 
development.

Our investment thesis consisting in a BUY recommendation for Grupo BMV at a a 12-month 
target price of MXN $33.62, signifying a 15%  upside to its closing price of MXN $29.29 as of 
November 6th, 2023 (See Figure 1) is supported by a weighted average target price cosndiering 
results obtained from the DCF FCFF,  Real Options, Monte Carlo and Relative Valuation 
models. (Appendix 7). In order to asses the impact of specific key variables have on Grupo 
BMV´s DCF valuation, we conducted a sensitivity analysis and scenario analysis (Appendix 12 
& 13). Moreover, we modeled and analyzed the probability of the different scenarios used in our 
DCF model through a MonteCarlo Simulation.  confirm our investment thesis  
Discounted Cash Flow
Due to Grupo BMV´s historical financial performance and capital structure, we opted to carry 
out a discounted cash flow model through both, free cash flow to the firm and free cash flow to 
the equity, in which we valued Grupo BMV as a whole and Grupo BMV´s equity respectively. 
We assigned relevant weights for each of the valuation methods, specifically 70% FCFE and 
30% to FCFF since we expect Grupo BMV to generate stable cash flows in the long term and 
maintain its low levels of debt. Our forecasted  model contains long term projections for 4Q2023 
and five consecutive years from 2023-2028, with significant growth rates explained by Grupo 
BMV´s expected growth projects.  
CAPEX Projections 
Grupo BMV´s historical Capital Expenditures of an annual average of $MXN 70M  and its 
recent significant increase to $MXN 120M in 6M2023 support our capital expenditures forecast 
of an annual average of between $MXN 60M - $MXN 80M (Figure 40). Since some of Grupo 
BMV´s growth and transformation projects are under approval and its implementation is expect-
ed for at least 2024, we expected 2024 capital expenditures to follow FY2023 increasing trend, 
however, we expect capital expenditures to begin decreasing in 2025 at a slow rate until they 
reach pre-2023 capital expenditures levels. Our expectations on Grupo BMV´s capital expendi-
tures slow decrease throughout the years led to a gradual increase in our forecasted FCFF, as 
seen in Figure 40.    
Revenue Projections
Since revenue from all of the 9 Grupo BMV´s business divisions is directly impacted by differ-
ent macroeconomic variables, we determined a specific growth rate for each of the business 
divisions. Due to significant increases in Mexico´s target interest rates, we expect equity 
revenue to continue decreasing for 4Q2023 at a significant rate of -12.50% but to recover in 
2024 and grow at a constant rate between 4-5% until FY2028 since interest rates are expected to 
decrease to 8.88% by the end of FY2024. We determined a 
4-5.5% constant growth rate toSIF Icap revenue since decreasing expectations on interest rates 
will impact directly its revenue. Moreover, three out of the four strategic projects planned to take 
place in either 4Q2023 or 2024 are focused on Indeval s business growth and transformation, 
thus, they will strengthen Custody revenue. Consequently, we forecasted  Custody revenue´s 
growth with an increasing trend at rates ranging from 2.5% to 4.5% . We used the same forecast-
ing approach for each of the rest of Grupo BMV´s business division´s revenue.    
the FCFF valuation target price but still aligns with our weighted average target price of  $33.03 
MXN.   
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Figure 36. Grupo BMV´s Liquidity 
& Working Capital

Figure 37. Grupo BMV´s Solvency

Figure 39. WACC Composition

Figure 40, FCFF vs CAPEX Proyections

Figure 40. Grupo BMV´s Multiples
vs Peers

Source: Team Analysis, Company Data

Source: Team Analysis, Fitch Ratings, Company Data & GuruFocus

Source: Team Analysis, Company Data

Source: Team Analysis, CapitalIQ & Company Data
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Free Cash Flow to Equity (FCFE)
In order to determine the value of Grupo BMV´s equity, we opted to use the Free Cash Flow to 
Equity (FCFE) method because it is a company expected to have stable cash flows and a low level 
of debt. To execute this method, we first began by analyzing historical data from 2018 to 2022, 
calculating Revenue Growth, Total Capital Growth, and Return on Equity (ROE). This provided us 
with insight into the company's performance in previous years.We decided to maintain a Revenue 
Growth Adjustment of -0.50% as we anticipate gradual year-over-year growth in Stage 1 (2023 to 
2027). Additionally, we project a 3% improvement in ROE for Stage 1, but with a long-term adjust-
ment of -1.50% for Stage 2 (2028), reflecting the company's ability to generate profits from share-
holders' capital. We plan to increase it during Stage 1 and decrease it in Stage 2.To calculate the 
FCFE, we use Net Income, which is determined by ROE and the projected BV Equity, minus Equity 
Reinvestment. In the Equity Reinvestment calculation, we utilize the difference between Total 
Capital and the bet-to-capital ratio.Finally, we decided to employ different Cost of Equity rates for 
Stage 1 and Stage 2, altering only the beta value. We adjusted it higher for Stage 2, as we believe that 
predicting conditions for 2028 involves more volatility and uncertainty over a five-year period."The 
present value of our free cash flows to equity resulted in a target price per share of $30.50 (Appendix 
8b), which resulted lower than the FCFF valuation target price but still aligns with our weighted 
average target price of  $33.03 MXN. 
Relative Valuation
We opted for the relative valuation model in order to assess Grupo BMV´s positioning among its 
peers in the same industry regarding its multiples representing the returns expected from an invest-
ment in Grupo BMV. The multiples we considered the most essential and descriptive for our analysis 
and eventual interpretations were Earnings Per Share (EPS) to measure Grupo BMV´s profitability 
generated per share outstanding, Price per Share / Earnings per Share (P/E) in order to assess how 
the industry is pricing Grupo BMV´s stock and that of its peers and determine whether Grupo BMV 
is trading at a premium or discount relative to its peers (whether Grupo BMV´s stock is overvalued 
or undervalued), Enterprise Value/Earnings Before Interest, Taxes, Depreciation and Amortization 
(EV/EBITDA) to support our target price obtained from the Discounted Cash Flow model and  Price 
per Share / Book Value per Share (Price-to-book Ratio) in order to asses Grupo BMV´s financial 
performance cyclality towards macroeconomic downturns and eventually determine whether Grupo 
BMV trades at a discount during economic downturns and at a premium during economic upturns.  
Grupo BMV´s historical and projected P/E ratio indicates that the industry is pricing Grupo BMV´s 
stock at a low price in relation to its earnings per share, thus, it supports our investment thesis that 
Grupo BMV´s stock is currently undervalued. Since its 17.55 P/E ratio in FY2020, Grupo BMV has 
managed to decrease its ratio to 13.13 in FY2022, thus, we expect its ratio to continue decreasing to 
2.83 in FY2023 and 2.44 in FY2024. When compared to the industry, Grupo BMV is significantly 
below the industry average, indicating that compared to its peers´ stocks, Grupo BMV is significant-
ly undervalued. Grupo BMV´s constant increase in its EPS ratio indicates a significant increase in 
its profitability, increasing from 2.52 in FY2020 to 2.87 in FY2022, thus, we expect Grupo BMV to 
maintain its constant increase for 2023 and 2024. Grupo BMV´s expected FY2023 P/E ratio of 12.75 
suggests an insufficient performance regarding its profitability compared to the industry's average of 
24.21. We were able to determine Grupo BMV´s financial performance cyclality towards macroeco-
nomic downturns or upturns with its P/BV increasing from 3.39 in FY2018 to 3.51 in FY2021. From 
FY2018 to FY2021 macroeconomic conditions were favorable for Grupo BMV, while from FY2022 
to FY2023 adverse macroeconomic conditions have directly impacted Grupo BMV´s financial 
performance, thus, it suggests Grupo BMV´s stock is currently trading at a discount. With respect to 
its EV/EBITDA, Grupo BMV has demonstrated an insufficient performance when compared to its 
industry peers, since it has significantly undergone a YoY decrease since FY2020 until FY2022, 
thus, we expect a constant decrease for FY2023 and FY2024. Consequently, this ratio indicates that 
the market is not willing to pay as much for Grupo BMV´s stocks as they are willing to for its peers, 
which negatively affects the demand, thereby, the enterprise value. 
Real Options Valuation
We opted to real options valuation model to come up with an even more assertive target price. This 
model considers the company's equity to be a call option over its assets, with the face value of the 
debt serving as the option's strike price.We had to determine the pre-tax WACC value of the firm 
using EBIT and the tax rate. Then, we calculated the present value of dividends using a projection 
period of 5 years, extending to 2028 (Appendix 10). Subsequently, we determined the outstanding 
debt by taking the difference between our short-term and long-term debt, using a 5-year debt life. 
Consequently, we had to analyze the book value of debt and the book value of equity to ascertain the 
variance in firm value, allowing us to conclude with the value of equity. This process provided us 
with the necessary variables for the application of real options. Our target price based on the real 
options model resulted in $MXN 31.06, which is alligned with our investment thesis consisting in a 
buy recommendation. The target price indicates Grupo BMV´s potential for future growth and value 
creation. Since Grupo BMV´s financial performance is directly affected by the changing macroeco-
nomic conditions more specifically interest and exchange rates, we considered important to use the 
real options model to value Grupo BMV´s stock. However, since its a company with +129 years of 
experience and a forecasted stable growth through its diversified business model, we weighted the 
$MXN 31.06 target price obtained from real options model with just 3%. 
Sensitivity Analysis
This analysis can take key variables and measure how much our target price can be affected by them. 
We chose it because it can reveal what elements are the most impactful for the company we are 
studying. After weighing our options, we chose WACC and Terminal Growth Rate. By varying the 
values and setting up different scenarios we are able to calculate the range in which the target price 
is likely to fall into. By combining both variables in these alternatives we can estimate the best, 
worst and most likely scenario. In this case, assuming the lowest WACC and the highest Terminal 
Growth Rate, we came up with a most optimistic scenario of MXN 37.62 stock value, while the 
opposite arrangement of variables showed a result of MXN 32.01 stock value. The most important 
result that we came up with was the neutral estimate, which had a stock value of MXN 34.42. finding 
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Figure 41. Monte Carlo Simmulation

Figure 42. Monte Carlo Simulation 
Statistics

Figure 43. Investment Risk Matrix

Figure 44. Expected ROIC vs Calculated
WACC 

Source: Team Analysis, Company Data

Target Price: $33.62

Source: Team Analysis, Company Data

Source: Team Analysis
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INVESTMENT RISK

Scenario Analysis
We explored three different scenarios for our DCF FCFF valuation in which different key drivers 
such as Interest Gain (Loss), Exchange Gain (Loss), Market Share, Revenue Growth, CAPEX AND 
Terminal Growth rate were systematically adjusted in order to determine their impact on Grupo 
BMV´s financial performance and 
valuation. We conducted our DCF valuation on the following scenarios: a pessimistic scenario in 
which Grupo BMV is subjected to adverse macroeconomic conditions and Regulatory Framework, 
consequently its operational performance weakens, its strategic growth prospects diminish and its 
valuation expectations decrease; an optimistic scenario envisioning Grupo BMV operating under 
favorable macroeconomic conditions and regulatory framework, consequently its operation perfor-
mance strengthens, strategic growth investments increase and its valuation expectations improve; 
and a most-likely scenario representing the anticipated outcome under the most expected circum-
stances. As shown in Appendix 20, the optimistic´s scenario target price represents a 25% upside 
from the current price, and the pessimistic´s scenario target price a 14% downside, indicating poten-
tial risks associated with adverse conditions.
Monte Carlo Simulation
We conducted a Monte Carlo simulation comprising 10,000 iterations on our DCF FCFF model; in 
which we systematically adjusted key value drivers, including revenue growth percentage, Operat-
ing Expenses Margin WACC. The simulation generates a wide array of scenarios, providing a 
comprehensive perspective on potential operational performance for Grupo BMV. The simulation´s 
central tendency of MXN 34.77 (mean) and MXN 34.64 (Median) aligns (See Figure ___, Statistics 
Summary) with our target price of ___. The specific variables subjected to modification using a 
normal distribution are included in Appendix __. Although the simulation s skewness suggests a 
greater concentration of the values to the left,  ___% of the latter proves a high probability that the 
Price Per Share derived from the DCF model surpasses our established target price.

We consider investing in Grupo BMV entails several significant investment risks to consider, 
derived from a higher exposure to technology and systems failures, an adverse macroeconomic 
environment, unfavorable governmental regulatory framework and a bear market outlook. 
Operational Risks
R1. Tech and Systems Failure) (LOW probability, HIGH impact).
The overall tendency of contemporary industries, including stock markets, is moving towards the 
digitalization of every viable process to quicken and optimize resources. This constitutes a massive 
advantage over competitor companies that do not adopt the new practices, but poses different threats 
to the continued functionality of the process. BMV Group has upheld its commitment to modernize 
itself through the pursuit of incorporating modern technology to their everyday practices. While 
useful in many ways, it makes hardware and software maintenance a necessity which carries the 
potential of a malfunction. Although there has been emphasis by the company to make their avail-
ability for customers as reliable as it can be, there is a risk of shutdown that could carry potential 
catastrophes. A way to mitigate this uncertainty is to constantly invest in newer and safer technolo-
gies. Mitigation: To mitigate this uncertainty, BMV Group should consistently invest in newer and 
safer technologies.
R2. Estimated ROIC < WACC for 2023-2025 (LOW probability, MODERATE impact).
The company has many investment plans underway, all looking for growth in certain strategic areas. 
Even though the return on investment projections is optimistic, it is also uncertain, and the amount 
of money spent might pose a problem for the company provided that it is not regained through the 
success of their plan. For 2023.2025, we expect for Grupo BMV a lower ROIC than the calculated 
WACC, indicating that such investments planned will not be profitable enough to cover its cost of 
capital. Some of their proposals seem to be based on subjective criteria, like the assumption that 
sectors of the industry like derivatives can grow at unprecedented nacional levels given time. Worst 
case scenario, they will have to face a shortage in their operating cash flow. The risk of this situation 
can be managed through conservative estimates and contingency plans. Mitigation: To mitigate this 
risk, the company should adopt more conservative estimates and develop contingency plans.
R4. Investor Relation Failure (MODERATE probability, LOW impact) 
Recently, a few important companies have decided to part ways with the Mexican stock market. The 
reasons as to why they have done this have been stated by the BMV to be not related to the group. 
However, the situation has caused unrest amongst the investors, which is heightened by the fact that 
BMV Group’s ratings are low compared to other financial institutions of the same kind (Fitch: BBB 
and F3, Altman’s 9.89 and D/E’s 16.45) and there is a risk that a domino effect could compel more 
companies to leave this stock market.  If BMV´s delistings damage it´s global image and their repre-
sentatives can not salvage the situation, they could face a crisis of investor abandonment. A 
campaign aimed towards reassuring security-holders of their reliability is necessary for the market 
to stop withdrawing their assets from Mexico and the BMV. Mitigation: To mitigate this risk, BMV 
should proactively address investor concerns and rebuild confidence. A campaign aimed at reassur-
ing security-holders of the market's reliability and the actions taken by BMV to safeguard their 
interests is essential to prevent further withdrawals of assets from Mexico and the BMV. Political 
Risks
R5. Administration of the Current Six-Year Term (HIGH probability, HIGH impact)
Airport Cancellation: The cancellation of a major infrastructure project, such as the Texcoco airport, 
can have significant economic and political implications that eventually put at risk Grupo BMV´s 
performance. Such cancellations may lead to financial losses for investors and disrupt supply chains 
and regional economic development.   Energy Reform: The success or failure of energy reform efforts 
can have far-reaching consequences for a country's energy sector and economy. A significant change 
in energy policies can impact energy prices, production, and distribution. Poor Relations between 
President and Private Sector: Poor relations between a country's leader and the private sector can 
create political and economic instability. Such tensions can result in confrontations, changes in 
regulations or tax policies, or a lack of cooperation on key economic initiatives, which is unfavor-
able for attracting new investors. 
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Mitigation: BMV Group should engage in industry 
associations and advocacy groups to influence positive change, demonstrate its commitment to 
the country's economic development, and attract new investors. 
R6. Grupo BMV´s Market Share Sensitivity to its Regulatory Framework (HIGH proba-
bility, HIGH impact)
The regulatory framework for a stock exchange like Grupo BMV includes laws, regulations, and 
rules that govern the operation of the exchange, market participants, and the financial instru-
ments traded.    Grupo BMV closely monitors and adapts to changes in the regulatory framework 
to remain competitive and enhance its position in the market. Understanding the regulatory 
environment and its sensitivity to market share is crucial for both the exchange and market 
participants as they navigate the Mexican financial markets. Mitigation: To mitigate Grupo 
BMV's market share sensitivity to its regulatory framework, the company should prioritize 
regulatory compliance, engage in proactive advocacy for favorable regulatory changes, maintain 
open channels of communication with regulatory authorities, and regularly assess the impact of 
regulatory changes on the market. 
R7. Mexican Government Implementation of Currency Controls (MODERATE Probabili-
ty, LOW impact)  
  Operational Challenges: The introduction of currency controls may result in some operational 
challenges for businesses operating in Mexico (Appendix 15). They may need to comply with 
new regulations and navigate additional administrative procedures related to foreign exchange 
transactions. This would impose an obstacle for foreign investors looking to place resources on 
the Mexican stock market. Repatriation of Profits: Currency controls might make it more 
challenging for foreign businesses and investors to repatriate their profits earned in Mexico. This 
could potentially affect financial planning and the ease of capital movement, making  BMV a 
less attractive option. Investor Confidence: While the impact is assessed as low, the introduction 
of currency controls may still lead to some concerns among investors. It could be perceived as a 
sign of economic instability or government efforts to manage capital flows, thereby increasing 
the perceived risk in Mexican securities. Mitigation: To mitigate the potential impact of Mexican 
government implementation of currency controls, Grupo BMV should focus on transparency 
and communication. This includes providing clear guidance to foreign investors and businesses 
operating in Mexico about compliance with new regulations and navigating administrative 
procedures related to foreign exchange transactions. 
Market Risks 
R8. Interest Rates (MODERATE probability, HIGH impact)
Bond Prices: As interest rates rise, the prices of existing bonds with fixed interest rates tend to 
fall. This is because newer bonds with higher yields become more attractive to investors. The 
strong correlation observed between Grupo BMV's revenue and interest rates signifies the 
substantial influence that an increase in interest rates may exert on Grupo BMV's financial 
performance. Investors holding existing bonds may experience a decrease in the market value of 
their bond holdings if they decide to sell them before maturity. Yield Curve Changes: Rising 
interest rates can lead to changes in the shape of the yield curve, which is a graphical representa-
tion of interest rates for different maturities. Typically, short-term interest rates rise more quickly 
than long-term rates, which can result in a flatter or inverted yield curve. This can impact the 
profitability and lending decisions of financial institutions. Impact on Borrowing Costs: 
Businesses and consumers may face higher borrowing costs as interest rates increase. This can 
affect financing decisions, potentially slowing down economic growth if borrowing becomes 
more expensive. Mitigation: To mitigate the impact of rising interest rates, Grupo BMV should 
consider implementing a range of strategies. These include maintaining a diversified investment 
portfolio that includes assets less sensitive to interest rate fluctuations, implementing risk 
management strategies with stress testing and scenario analysis, considering the use of hedging 
instruments,  continuously monitoring economic indicators and central bank policies, maintain-
ing transparent communication with stakeholders, and assessing the broader economic impact of 
rising interest rates to make informed decisions and adjustments as necessary. 
R9. Exchange Rates (MODERATE probability, HIGH impact)
Investment Valuation: Changes in exchange rates can significantly affect the value of foreign 
investments. If the local currency strengthens relative to the foreign currency in which the 
investment is denominated, it can lead to a reduction in the return on that investment when 
converted back to the investor's home currency. Risk to Returns: For international investors, 
exchange rate movements can introduce an additional layer of risk to investment returns. Gains 
or losses on investments may be amplified or diminished when translated into the investor's 
home currency, depending on exchange rate movements. Multinational Corporations: Multina-
tional companies with global operations may face challenges in managing their revenues and 
costs across various currencies. Exchange rate volatility can affect their financial statements and 
profitability, which ought to be healthy for people to view national exchanges as an investment 
alternative. Mitigation: To mitigate the impact of exchange rate fluctuations, Grupo BMV 
should consider strategies like using hedging instruments to manage currency risk, maintaining 
a diversified investment portfolio with exposure to multiple currencies, closely monitoring 
currency markets and economic indicators, and having a clear risk management policy in place 
to address potential gains or losses from foreign investments. 
R10. Innovation and Competition (HIGH probability, MODERATE impact)
Shift in Investment Preferences: Innovative investment alternatives, such as cryptocurrencies 
like Bitcoin, may attract a portion of investors who are looking for new opportunities. This could 
result in a shift in investment preferences, with some investors diversifying into these newer 
asset classes. Competition for Capital: As innovative investments gain traction, they may 
compete for capital with traditional investments, including stocks, bonds, and mutual funds. 
This competition could influence capital flows and the valuation of traditional assets. 
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Market Dynamics: The increasing popularity of new investment options can influence market 
dynamics, such as trading volumes and liquidity. It may also impact the behavior of investors, 
potentially leading to higher volatility in certain markets. Regulatory Implications: Regulators 
may respond to the growth of innovative investments by introducing new regulations or guide-
lines. Mitigation: To mitigate the potential impact of innovation and competition, Grupo BMV 
should focus on staying updated with emerging investment trends and fostering innovation 
within its own offerings to remain attractive to investors. 
R11. High Exposure to Systemic Risk (LOW probability, HIGH impact)
As any stock market, BMV Group depends upon the stability of the financial sector, which in 
turn depends on the economy, to thrive. This means that the company is not exempt from 
setbacks that affect regionally or locally. Though not usually a problem, recent market volatility 
derived from fast pace changes in the Mexican landscape has made it a necessity to keep watch 
on the sector as a whole before committing resources to any investment. This reality affects the 
market´s confidence in allocating resources within the country, and ultimately hinders the 
growth potential of Groups BMV´s revenue streams. Mitigation: To mitigate the impact of high 
exposure to systemic risk, Grupo BMV should maintain a vigilant monitoring system for the 
financial sector, the economy, and regional developments, with a particular focus on market 
volatility. This includes conducting regular risk assessments, scenario planning, and stress 
testing to anticipate and prepare for potential setbacks. 
R12. Grupo BMV´s Market Share Sensitive to Increase in Competition (LOW probability, 
MODERATE impact)
Since 2018, there have been not one but two stock exchanges in Mexico. Despite the capital 
markets being a fraction of BMV’s revenue, it is undeniable that their profits were reduced, 
specifically by 10% to 15% monthly in that branch. The groundbreaking development of a 
competitor could be the opening of a door for other companies to incursion in the financial 
sector, weakening the group’s hold on both investors and volume of securities traded. This, 
however, also helps bring new customers to the financial world by having more companies and 
persons look for sources of revenue, which could end up being beneficial to BMV as well. 
Mitigation: To mitigate the potential impact of Grupo BMV's market share sensitivity to 
increased competition, the company should proactively focus on enhancing its competitive 
advantages and fostering innovation. This includes continuously improving the quality of 
services, investing in technology and infrastructure, and providing exceptional customer experi-
ences. 
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2. Consolidated Balance Sheet 

2. Consolidated Balance Sheet (Common Size)

16. Economic Proyections 18. Grupo BMV Ownership Type Mix
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Source: Team Analysis & Company Data

Source: Team Analysis & Company Data

Source: Capital IQSource: Banxico´s “Surveys on Economic Expectations” Report  Sept 2023 
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3. Consolidated Cash Flow

7. Valuation Summary & Football Field

4. Annotated Share Price History
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Source: Team Analysis & Company Data

Source:  Capital IQ, Team Analysis & Company Data
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5. Pro Forma Assumptions

6. Comparable Financial Performance
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Source:  Capital IQ, Team Analysis & Company Data

Source:  Capital IQ, Team Analysis & Company Data

Financial Ratios Proyections & CAGR
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8a. DCF Valuation FCFF

8b. DCF Valuation FCFE

8. DCF Valuation 
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Following our strategic reasons towards our DCF valuation, we obtained a weighted 
valuation of $31.57, assigning our $MXN 34.08 FCFE target price a weight of 70% and 
our $MXN 30.5 FCFF target price a weight of 30%.

Source: Team Analysis & Company Data

Source: Team Analysis & Company Data
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9. Relative Valuation

10. Real Options
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Source: Team Analysis & Company Data

Source: Team Analysis & Company Data
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11. WACC & Cost of Equity

12. Sensitivity Analysis

By running different combinations of the possible 
values of our key variables, the WACC and the
Terminal Growth Rate, we were able to create a 
complete landscape of scenarios where the target 
price could go from the most optimistic estimate to
the least favorable one. By choosing the middle 
ground between them, we found our most likely 
price indicator.

Cost of Equity: We used CAPM and Dividend Discount Model methods to calculate the costo of equity. Since Grupo BMV is a dividend paying company but doesn´t pay exceptionally high dividends, 
we assign a weight of 13% to our weighted cost of capital and a weight of  87% to the CAPM method since we consider it the most relevant  for calculating cost of equity. 
Beta: We calculated Grupo BMV´s beta by obtaining the beta of each of Grupo BMV´s comparable companies, unleavering them, and leavering them. We then unleavered the  industry´s average beta and
 leavered it with Grupo BMV´s D/E ratio and corporate tax rate. 
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Source: Team Analysis & Company Data

Source: Team Analysis & Company Data
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13. Monte Carlo Simulation

14. Value chain

We conducted a 10,000 interation Monte Carlo simulation 
in order to asses the magnitude of the macroeconomic 
environment´s impact on Grupo BMV´s stock. 

We specifically determined the following specific parameters
that we consider affect Grupo BMV´s stock:

1. Revenue Growth 
2. Operating Expenses Margin 
3. WACC  

In order to randomly assing values to our determined 
parameters based on different scenarios, we determined 
their specific mean and standard deviation. 

As seen in our montecarlo stadistics summary, 99.53% of 
the values tend to a probability of being above the current 
price, while 62.53% of the values tend to a probability of 
being above the target price of $33.62, which alligns with 
our investment recommendation. 
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Target Price: $33.62

Source: Team Analysis & Company Data

Source: Team Analysis & Company Data
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17. Corporate Governance
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Source: Team Analysis & Company Data

21. Scenario Analysis Summary
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17. Corporate Governance

           15. Pestel Analysis
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Source: Team Analysis & Company Data

19. Relative ESG 20. Operating Expenses & Margin

Source: Bloomberg, Capital IQ, Team Analysis


