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Urbi Analyst Update (URBI.MX) 
COMPANY UPDATE 

Growth strategy and guidance maintained 
Urbi’s management held its 2007 Analyst Update yesterday in Mexico City. 
They reiterated their financial outlook for the next five years and gave an 
updated on the progress made in their main growth strategies. Here we 
highlight details that were not discussed in our Construction and Mortgage Field 
Trip held last week. 

Strategies for tapping unattended markets on track 

■ Subsidy program for economic segment in place. As the largest player in the 
government’s 2006 pilot program for about 10K subsidies, Urbi sees itself as 
being well prepared to be one of the most active participants going forward. 
The expectation of 90K subsidies being granted only in 2007 (according to 
Mr. Carlos Gutierrez, head of the National Housing Commission CONAVI), 
leaves us comfortable with our forecast of 42K economic unit sales for Urbi 
in the 2007-2011 period. 

■ Bullish on the “rent to own” program for the informal sector. Urbi´s 
management continues to be very optimistic regarding the Alternativa Urbi 
product which looks to attend the housing needs of individuals that cannot 
prove 100% of their income, are not affiliated to INFONAVIT or FOVISSSTE 
or do not have enough savings for a downpayment. Considering that at least 
50% of the 2 million households with basic housing needs is in the informal 
economy, we believe there is an ample market to attend, which should 
ensure Urbi´s success in the “rent to own” program. 

Becoming increasingly confident on 2007-2011 guidance 
Following a very strong 2007E year and given the successful start up of the “city 
licensee manager” and “land owner partner” programs, we believe Urbi’s 
guidance of doubling in size over the 2007-2011 period could prove 
conservative – It would imply a slowdown from 20-22% revenue growth in 2007 
to less than 15% average growth in the next four years. We are thus 
maintaining our expectation of 20% increase in revenues in 2008 and 16% in 
average for the next three years. 
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Price Indexed Price Relative

On 08/29/07 the Mexico IPC Index (USD) index closed at 
2,681.14. 

Quarterly EPS Q1 Q2 Q3 Q4 
2006A 0.01 0.01 0.01 0.01 
2007E 0.03 0.05 0.05 0.06 
2008E 0.06 0.06 0.06 0.06  

 Financial and valuation metrics
Year 12/06A 12/07E 12/08E
EPS (CS adj., US$) 0.15 0.19 0.24
Prev. EPS (US$) 0.20 0.24
P/E (x) 24.5 19.1 15.1
P/E rel. (%) 1635.3 1342.5 1369.8
Revenue (US$ m) 897.4 1,133.5 1,369.5
EBITDA (US$ m) 239.4 303.1 366.4
OCFPS (US$) 0.27 0.34 0.41
P/OCF (x) 13.5 10.9 9.0
EV/EBITDA (current) 14.0 10.7 8.8
Net debt (12/06A, US$ m) 38.3 -58.1 -96.4
ROIC 20.8% 22.4% 25.4%
  

Number of shares (m) 895.77 IC (12/07E, US$ m) 1,032.60
BV/share (current, US$) 0.88 EV/IC (x) 3.2
Net debt (current, US$ m) 40.5 Dividend (current, US$) —
Net debt/Total cap. (current) 4.9% Dividend yield —
 

  Source: Company data, Credit Suisse estimates. 

Rating OUTPERFORM* 
Price (29 Aug 07) 3.69 (US$) 
Target price (12M) (from 6.38) 6.38 (US$) 
52 week high - low 4.75 - 2.63 
Market cap. (US$ m) 3,304.54 
Enterprise value (US$ m) 3,246.43 
 

*Stock ratings are relative to the relevant country index 
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Net/net – no change in view since our Construction & Mortgage Field Trip 

We continue to see the company on the right path to achieving its five-year guidance via 
its innovative growth strategies and solid business model. However, as we mentioned in 
our report published two days ago, since Urbi’s growth story is more dependent on 
mortgage lending activity by banks and sofols (50% of revenues is middle-income) we do 
not see the stock as the safest play in a scenario of continued shortage of liquidity. 
Therefore, Homex remains our top pick, followed by Urbi. 
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Urbi (URBI.MX, $3.69, OUTPERFORM, TP $6.38, OVERWEIGHT)) 
 

Disclosure Appendix 
Important Global Disclosures 
I, Marcelo Telles, CFA, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report. 

See the Companies Mentioned section for full company names. 
3-Year Price, Target Price and Rating Change History Chart for URBI.MX 
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URBI.MX Closing Price Target Price Initiation/ 
Date Price (US$) Price (US$) Rating Assumption 
9/13/04 1.043 1.275 OUTPERFORM X 
1/24/05 1.557 1.767  
2/10/05 1.75 2  
7/26/05 1.965 2.034  
10/20/05 2.186 2.567  
10/21/05 2.175 2.57  
4/12/06 2.461 2.781  
6/12/06 2.15 8.343  
7/26/06 2.506 2.84  
9/19/06 2.846 3.901  
2/27/07 3.893 5.78  
4/26/07 4.201 6.381  

 

 

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities. 
Analysts’ stock ratings are defined as follows***: 
Outperform: The stock’s total return is expected to exceed the industry average* by at least 10-15% (or more, depending on perceived risk) over the 
next 12 months. 
Neutral: The stock’s total return is expected to be in line with the industry average* (range of ±10%) over the next 12 months. 
Underperform**: The stock’s total return is expected to underperform the industry average* by 10-15% or more over the next 12 months. 

*The industry average refers to the average total return of the analyst's industry coverage universe (except with respect to Asia/Pacific, Latin 
America and Emerging Markets, where stock ratings are relative to the relevant country index. 
**In an effort to achieve a more balanced distribution of stock ratings, the Firm has requested that analysts maintain at least 15% of their rated 
coverage universe as Underperform. This guideline is subject to change depending on several factors, including general market conditions. 
***For Australian and New Zealand stocks a 7.5% threshold replaces the 10% level in all three rating definitions, with a required equity return 
overlay applied. 

Restricted: In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, including 
an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 
Volatility Indicator [V]: A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 
 

Analysts’ coverage universe weightings are distinct from analysts’ stock ratings and are based on the expected 
performance of an analyst’s coverage universe* versus the relevant broad market benchmark**: 
Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
Market Weight: Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 
Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 
*An analyst’s coverage universe consists of all companies covered by the analyst within the relevant sector. 
**The broad market benchmark is based on the expected return of the local market index (e.g., the S&P 500 in the U.S.) over the next 12 months. 
Credit Suisse’s distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 
Outperform/Buy*  45% (58% banking clients) 
Neutral/Hold*  39% (55% banking clients) 
Underperform/Sell*  13% (51% banking clients) 
Restricted  3% 

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely correspond to Buy, 
Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions above.) An investor's 
decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors. 

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading.  For more detail please refer to Credit 
Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research:  
http://www.csfb.com/research-and-analytics/disclaimer/managing_conflicts_disclaimer.html 

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties. 

See the Companies Mentioned section for full company names. 
Price Target: (12 months) for (URBI.MX) 
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Method: We base our 2007 P$73 (US$6.38) target price for URBI on the discounted cash flow to equity shareholders method, using a cost of equity 
of 10.8% and assuming a 5.0% perpetuity growth rate. At our target price, Urbi would trade at a 2007E price/earnings multiple of 31.8x and an 
enterprise value/earnings before interest, taxes, deprecation and amortizaiton multiple of 19.5x, which compares to the Mexican housing sector's 
28.4x and 16.1x, respectively. 
Risks: The following risks could impede achievement of our P$73 (US$6.38) target price for Urbi: (1) sharp increases in interest rates and inflation, 
and an economic slowdown; (2) lower-than-expected availability of mortgage supply from commercial banks; (3) Infonavit's inability to reach 
nonperforming loans and securitization targets; (4) a housing oversupply in the Northern region, where Urbi is the leading player; and (5) the ability 
to grow efficiently in the low-income segment so as to maintain margins at the consolidated level. 

See the Companies Mentioned section for full company names. 
The subject company (URBI.MX) currently is, or was during the 12-month period preceding the date of distribution of this report, a client of Credit 
Suisse. 
Credit Suisse provided investment banking services to the subject company (URBI.MX) within the past 12 months. 
Credit Suisse provided non-investment banking services, which may include Sales and Trading services, to the subject company (URBI.MX) within 
the past 12 months. 
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (URBI.MX) within the next 3 
months. 
Important Regional Disclosures 
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (URBI.MX) within the past 12 
months. 

Restrictions on certain Canadian securities are indicated by the following abbreviations:  NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares. 
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit 
http://www.csfb.com/legal_terms/canada_research_policy.shtml. 

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report. 
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at www.credit-
suisse.com/researchdisclosures or call +1 (877) 291-2683. 
Disclaimers continue on next page. 
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