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52-Week Low (COP) $ 12,000 

52-Week High (COP) $ 20,000 

Market Price as of 11-Sep�09 (COP) $ 20,000 

YTD (%) 28.2% 

Total Shares Outstanding (mm) 435.12 

Market Cap (COP million) 8,702,469 

Target Price 2010E  $21,500  

Upside 7.5% 

 

 

Table 2. WACC 2010E 

 

Exchange Rate Depreciation 3.0% 

Kd  10.3% 

Kd (1-t)  8.0% 

Risk Free Rate 4.0% 

Country Risk Premium  2.5% 

Market Premium 6.0% 

Leveraged Beta 0.94 

Ke COP 15.5% 

WACC 14.1% 

 

Source: Valores Bancolombia 

 
Table 3. Valuation Summary 

(COP Million) 

 

 

Source: Valores Bancolombia 

 

 

 

Base Case Scenario 
 

 We are setting our new target price (end date December 
2010) for Grupo Nacional de Chocolates at COP21,500, derived 
from Discounted Free Cash Flow exercise. The upside implied by 
this target price incorporates a lower discount rate of 14.1%, 
given a 2.5% country risk premium and a perpetuity growth rate 
of 6.5%.  
 
 Additionally, non operational portfolio valuation also favored 
the target price, taking into account that positions in Grupo de 
Inversiones Suramericana e Inversiones Argos equal 35% of total 
equity and that the individual prices of each were also reviewed. 
Risk reward scenarios were proposed sensitizing only operational 
drivers, while portfolio base prices were kept unchanged at 
COP28,000 and COP16,800 respectively. 
 
 High budget execution and low income statement volatility 

have been two remarking characteristics regarding the firm�s 

corporate profile, derived from high product and geographical 
diversification. Our valuation exercise is based on these 
assumptions throughout the explicit forecast period between 2010 
and 2015. 

 
 

 Base case scenario main assumptions are:  
 

- During 2010 total operational income will reach COP 5.2 

trillion, registering a 9% annual variation. In line with the 
company�s long term goals, GNCH must reach COP 8.4 
trillion income in 2015, registering a CAGR of 10.2%.  
 

- Recent political and commercial upsets observed within the 
region are one of the greatest concerns regarding GNCH 
future operational performance. According to the company, its 
exposition to Venezuela�s market was eased by a corporate 

reorganization within the group, by which the shareholder 
ownership of Hermo was transferred to other affiliates located 
in Costa Rica, country with which Venezuela has a Foreign 
Direct Investment protection treaty.  Consequently, under the 
base case scenario Venezuela�s share in the total operational 

income was kept unchanged, based on the adequate legal 
protection given by this transfer. Hermo is a GNCH affiliate 
focused on the production and commercialization of 
processed meet.  

 
- During 2009, the EBITDA margin was affected by the 

unfavorable price performance of specific commodities . 

Stabilization of such products is expected to lead this 

indicator up to 13.0% adding 110 bps to the expected 

2009 EBITDA margin. For the mid and long term a 
progressive improvement in this profitability margin is 
expected to reach a maximum level of 15.4% in 2015. 
  
 

 

= Value of Operating Assets 7,154,392  

+ Cash & Equivalents 372,862  

+ Non � Operational Portfolio 3,298,952  

+ Other Non � Oper. Assets 228,504  

- Debt -1,044,623  

-  Other Non � Oper. Liabilities -664,057  

-  Minority Interest -4,700  

= Equity Value 9,341,329  

Shares Outstanding 435.12  

= Target Price 2010E $ 21,500 
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- GNCH growth has been obtained trough permanent acquisitions. However, 

during the valuation exercise non-expansion CAPEX was assumed, while a 
maintenance and vegetative growth CAPEX was established at 2.6% as 

proportion of total sales. 

 
- The final target price obtained under this scenario was set at COP 21,.500, for 

which a subjective occurrence probability was established at 70%. 
 

 

Optimistic Scenario 

 
 Food industry sets a natural growth limit to its players, given by consumption 
and inflation in those markets in which each company operates. Hence, an optimistic 
scenario must take into consideration a reasonable deviation of the company�s 

performance related with those elements in order to obtain macroeconomic 
consistency. So, in GNCH case, even though greater sales forecasts favor valuation, 
they do not have a significant impact given macroeconomic restrictions.      
 

 
 Optimistic scenario main assumptions are::  

 

- At the end of 1H09 macroeconomic global conditions seemed to ease, favoring 
the short and midterm growth outlook. In this scenario the company�s commercial 
performance could overcome its management�s estimations. Taking this into 
consideration, operational income could face a CAGR of 12.2%, reaching total 
sales of COP 9.4 trillion in 2015. 

 
- Food industry profitability ratios move within a narrow range. However, a better 

income performance and a rapid cost stabilization, incorporating better 
commodities evolution, might be translated into a positive performance of the 
company, pushing up its profitability to the upper side of this range. In this sense, 
the company is expected to reach an EBITDA margin above 15% in the near 
term.  
 

- A faster and greater growth of operational income might represent bigger CAPEX 
requirements without deviating significantly from the base case needs. Thus, 
between 2010 and 2015 a 3.3% CAPEX / Sales ratio is expected, once again 
excluding any potential acquisition.  

 
- The final target price obtained under this scenario was set at COP 22,200, for 

which a subjective occurrence probability was established at 20%. 
 

 

Pessimistic Scenario  

 
 Demand elasticity of the food industry is lower compared with other sectors, 
protecting operational results during economic contraction. Accordingly, a pessimistic 
scenario for GNCH must include positive but low growth rates during that part of the 
cycle, and slow and progressive recovery once the expansion phase has been  
reached.  
  
 Additionally, GNCH leading market position in a great variety of categories, 
except in milk modifiers and instant coffee, in which occupies second place behind 
Nestlè, grants to this group�s income statement a great sustainability during an 
economic slowdown.  

 
 Pessimistic scenario main assumptions are:  

 
- Current political dynamic with major commercial and regional partners such as 

Ecuador and Venezuela may harm financial performance, given the fact that at 
the end of 1H09, sales in these countries represented 16% of total operational 
income of the group1. Moreover, general weakening of consumption in Mexico 

                                                
1 In the midterm an eventual reduction of operational income from Venezuela can imply a destination sales mix 
adjustment, which at the same time could positively affect net profitability of the group. However, in order to design 
a pessimistic scenario  a direct affectation of the operational income and profitability margins was assumed. 
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and the U.S. might contribute to a slower growth of consolidated sales, 

which under the current scenario are supposed to reach a CAGR of 6.9% 

between 2010 y 2015. Consequently in 2015 total operational income must rise 
to only COP 7.0 trillion, 17% below the expected goal under the base case 
scenario.  
 

- Consequently, EBITDA margin recovery might be moderate over time, 

assuming an 11.9% level for 2010, aligned with data observed in 1H09, after 
which it should evolve to 14.1% in 2015. This slighter profitability recovery can be 
also justified by a potential supply shock that might negatively affect commodities� 
prices and due to global speculation that the US dollar will continue to weaken.  

 
- Considering a lower commercial activity under this scenario maintenance CAPEX 

shall by also adjusted, which was calculated at 2.0% as proportion of total sales.  
 

- The final target price obtained under this scenario was set at COP 18,800, for 
which a subjective occurrence probability was established at 10%. 

 

Graph 1. Risk � Reward Scenarios 

  
 

 Date Target Price Closing Price 

1 13-Ago-07 $17.960 $16.100 

2 13-Mar-09 $16.400 $15.020 

3 11-Sep-09 $21.500 $20.000 

 

Source: Valores Bancolombia 

20,000. 0020,004. 6120,009. 2220,013. 8420,018. 4520,023. 0620,027. 6720,032. 2920,036. 9020,041.5120,046.1220,050.7320,055. 3520,059. 9620,064. 5720,069. 1820,073. 7920,078. 4120,083. 0220,087. 6320,092. 2420,096. 8620,101. 4720,106. 0820,110. 6920,115.3020,119.9220,124. 5320,129. 1420,133. 7520,138. 3620,142. 9820,147. 5920,152. 2020,156. 8120,161. 4320,166. 0420,170. 6520,175. 2620,179. 8720,184. 4920,189.1020,193.7120,198.3220,202. 9420,207. 5520,212. 1620,216. 7720,221. 3820,226. 0020,230. 6120,235. 2220,239. 8320,244. 4420,249. 0620,253. 6720,258. 2820,262.8920,267.5120,272.1220,276. 7320,281. 3420,285. 9520,290. 5720,295. 1820,299. 7920,304. 4020,309. 0120,313. 6320,318. 2420,322. 8520,327. 4620,332.0820,336.6920,341.3020,345. 9120,350. 5220,355. 1420,359. 7520,364. 3620,368. 9720,373. 5820,378. 2020,382. 8120,387. 4220,392. 0320,396. 6520,401. 2620,405.8720,410.4820,415.0920,419. 7120,424. 3220,428. 9320,433. 5420,438. 1620,442. 7720,447. 3820,451. 9920,456. 6020,461. 2220,465. 8320,470. 4420,475. 0520,479.6620,484.2820,488.8920,493. 5020,498. 1120,502. 7320,507. 3420,511. 9520,516. 5620,521. 1720,525. 7920,530. 4020,535. 0120,539. 6220,544. 2320,548.8520,553.4620,558.0720,562. 6820,567. 3020,571. 9120,576. 5220,581. 1320,585. 7420,590. 3620,594. 9720,599. 5820,604. 1920,608. 8120,613. 4220,618. 0320,622. 6420,627.2520,631.8720,636. 4820,641. 0920,645. 7020,650. 3120,654. 9320,659. 5420,664. 1520,668. 7620,673. 3820,677. 9920,682. 6020,687. 2120,691. 8220,696.4420,701.0520,705.6620,710. 2720,714. 8820,719. 5020,724. 1120,728. 7220,733. 3320,737. 9520,742. 5620,747. 1720,751. 7820,756. 3920,761. 0120,765. 6220,770.2320,774.8420,779. 4520,784. 0720,788. 6820,793. 2920,797. 9020,802. 5220,807. 1320,811. 7420,816. 3520,820. 9620,825. 5820,830. 1920,834. 8020,839. 4120,844.0320,848.6420,853.2520,857. 8620,862. 4720,867. 0920,871. 7020,876. 3120,880. 9220,885. 5320,890. 1520,894. 7620,899. 3720,903. 9820,908. 6020,913. 2120,917.8220,922.4320,927.0420,931. 6620,936. 2720,940. 8820,945. 4920,950. 1020,954. 7220,959. 3320,963. 9420,968. 5520,973. 1720,977. 7820,982. 3920,987.0020,991.6120,996.2321,000. 8421,005. 4521,010. 0621,014. 6821,019. 2921,023. 9021,028. 5121,033. 1221,037. 7421,042. 3521,046. 9621,051. 5721,056. 1821,060.8021,065.4121,070.0221,074. 6321,079. 2521,083. 8621,088. 4721,093. 0821,097. 6921,102. 3121,106. 9221,111. 5321,116. 1421,120. 7521,125. 3721,129. 9821,134.5921,139.2021,143.8221,148. 4321,153. 0421,157. 6521,162. 2621,166. 8821,171. 4921,176. 1021,180. 7121,185. 3221,189. 9421,194. 5521,199. 1621,203.7721,208.3921,213.0021,217. 6121,222. 2221,226. 8321,231. 4521,236. 0621,240. 6721,245. 2821,249. 9021,254. 5121,259. 1221,263. 7321,268. 3421,272. 9621,277. 5721,282.1821,286.7921,291. 4021,296. 0221,300. 6321,305. 2421,309. 8521,314. 4721,319. 0821,323. 6921,328. 3021,332. 9121,337. 5321,342. 1421,346. 7521,351.3621,355.9721,360.5921,365.2021,369. 8121,374. 4221,379. 0421,383. 6521,388. 2621,392. 8721,397. 4821,402. 1021,406. 7121,411. 3221,415. 9321,420. 5521,425.1621,429.7721,434.3821,438. 9921,443. 6121,448. 2221,452. 8321,457. 4421,462. 0521,466. 6721,471. 2821,475. 8921,480. 5021,485. 1221,489. 7321,494. 3421,498.9521,503.5621,508.1821,512. 7921,517. 4021,522. 0121,526. 6221,531. 2421,535. 8521,540. 4621,545. 0721,549. 6921,554. 3021,558. 9121,563. 5221,568. 1321,572.7521,577.3621,581.9721,586. 5821,591. 1921,595. 8121,600. 4221,605. 0321,609. 6421,614. 2621,618. 8721,623. 4821,628. 0921,632. 7021,637. 3221,641.9321,646.5421,651.1521,655. 7721,660. 3821,664. 9921,669. 6021,674. 2121,678. 8321,683. 4421,688. 0521,692. 6621,697. 2721,701. 8921,706. 5021,711. 1121,715.7221,720.3421,724.9521,729. 5621,734. 1721,738. 7821,743. 4021,748. 0121,752. 6221,757. 2321,761. 8421,766. 4621,771. 0721,775. 6821,780. 2921,784. 9121,789.5221,794.1321,798.7421,803. 3521,807. 9721,812. 5821,817. 1921,821. 8021,826. 4221,831. 0321,835. 6421,840. 2521,844. 8621,849. 4821,854. 0921,858. 7021,863.3121,867.9221,872. 5421,877. 1521,881. 7621,886. 3721,890. 9921,895. 6021,900. 2121,904. 8221,909. 4321,914. 0521,918. 6621,923. 2721,927. 8821,932. 4921,937.1121,941.7221,946. 3321,950. 9421,955. 5621,960. 1721,964. 7821,969. 3921,974. 0021,978. 6221,983. 2321,987. 8421,992. 4521,997. 0622,001. 6822,006.2922,010.9022,015.5122,020.1322,024. 7422,029. 3522,033. 9622,038. 5722,043. 1922,047. 8022,052. 4122,057. 0222,061. 6422,066. 2522,070. 8622,075. 4722,080.0822,084.7022,089.3122,093. 9222,098. 5322,103. 1422,107. 7622,112. 3722,116. 9822,121. 5922,126. 2122,130. 8222,135. 4322,140. 0422,144. 6522,149. 2722,153.8822,158.4922,163.1022,167. 7122,172. 3322,176. 9422,181. 5522,186. 1622,190. 78

22,195.39

$ 22,200 

20,000. 00

19,997. 48

19,994. 9719,992. 4519,989. 94

19,987. 42

19,984. 91

19,982. 3919,979. 8719,977.3619,974.84

19,972. 33

19,969. 81

19,967. 3019,964. 78

19,962. 26

19,959. 75

19,957. 23

19,954. 72

19,952. 20
19,949. 69

19,947. 17

19,944. 65
19,942. 14

19,939. 62

19,937. 11
19,934. 59

19,932. 08
19,929. 56

19,927. 04

19,924. 53

19,922. 01

19,919. 50

19,916. 98

19,914. 47

19,911. 95

19,909. 43

19,906. 92

19,904. 40

19,901. 89

19,899. 3719,896. 86
19,894. 34

19,891. 82

19,889. 31

19,886.79

19,884. 28

19,881. 76

19,879. 25

19,876. 73

19,874. 21

19,871. 70

19,869. 18

19,866. 67

19,864. 15

19,861. 64

19,859. 12

19,856. 60

19,854. 09

19,851. 57

19,849. 06

19,846. 54

19,844. 03

19,841. 51
19,838. 99

19,836.48

19,833. 96

19,831. 4519,828. 9319,826. 42

19,823. 90

19,821.38

19,818. 87

19,816.3519,813.8419,811. 3219,808. 8119,806. 2919,803. 77

19,801. 26

19,798. 74

19,796. 23

19,793. 71
19,791. 19

19,788. 6819,786. 1619,783. 6519,781. 1319,778.6219,776.1019,773.5819,771. 0719,768. 5519,766. 0419,763. 5219,761. 0119,758. 4919,755. 9719,753. 4619,750. 9419,748. 4319,745. 9119,743. 4019,740. 88

19,738.3619,735.85

19,733. 33

19,730. 82

19,728. 3019,725. 7919,723. 2719,720. 7519,718. 2419,715. 7219,713. 2119,710. 6919,708. 1819,705. 6619,703. 1419,700.6319,698.1119,695.6019,693. 0819,690. 5719,688. 0519,685. 5319,683. 0219,680. 5019,677. 9919,675. 4719,672. 96

19,670. 44

19,667. 9219,665. 4119,662. 8919,660. 3819,657.8619,655.3519,652. 8319,650. 3119,647. 8019,645. 2819,642. 7719,640. 2519,637. 7419,635. 2219,632. 7019,630. 19

19,627. 67

19,625. 1619,622. 6419,620.1319,617.6119,615.0919,612. 5819,610. 0619,607. 5519,605. 0319,602. 5219,600. 00

19,597. 48

19,594. 9719,592. 4519,589. 9419,587. 4219,584. 9119,582. 3919,579.8719,577.3619,574. 8419,572. 3319,569. 8119,567. 3019,564. 7819,562. 2619,559. 7519,557. 2319,554. 7219,552. 2019,549. 6919,547. 1719,544. 6519,542. 1419,539.6219,537.1119,534.5919,532. 0819,529. 5619,527. 0419,524. 5319,522. 0119,519. 5019,516. 9819,514. 4719,511. 9519,509. 4319,506. 9219,504. 4019,501. 8919,499.3719,496.8619,494.3419,491. 8219,489. 3119,486. 7919,484. 2819,481. 7619,479. 2519,476. 7319,474. 2119,471. 7019,469. 1819,466. 6719,464. 1519,461.6419,459.1219,456.6019,454. 0919,451. 5719,449. 0619,446. 5419,444. 0319,441. 5119,438. 9919,436. 4819,433. 9619,431. 4519,428. 9319,426. 4219,423. 9019,421.3819,418.8719,416.3519,413. 8419,411. 3219,408. 8119,406. 2919,403. 7719,401. 2619,398. 7419,396. 2319,393. 7119,391. 1919,388. 6819,386. 1619,383. 6519,381.1319,378.6219,376.1019,373. 5819,371. 0719,368. 5519,366. 0419,363. 5219,361. 0119,358. 4919,355. 9719,353. 4619,350. 9419,348. 4319,345. 9119,343.4019,340.8819,338.3619,335. 8519,333. 3319,330. 8219,328. 3019,325. 7919,323. 2719,320. 7519,318. 2419,315. 7219,313. 2119,310. 6919,308. 1819,305. 6619,303. 1419,300.6319,298.1119,295. 6019,293. 0819,290. 5719,288. 0519,285. 5319,283. 0219,280. 5019,277. 9919,275. 4719,272. 9619,270. 4419,267. 9219,265. 4119,262.8919,260.3819,257.8619,255.3519,252. 8319,250. 3119,247. 8019,245. 2819,242. 7719,240. 2519,237. 7419,235. 2219,232. 7019,230. 1919,227. 6719,225. 1619,222.6419,220.1319,217.6119,215. 0919,212. 5819,210. 0619,207. 5519,205. 0319,202. 5219,200. 0019,197. 4819,194. 9719,192. 4519,189. 9419,187. 4219,184. 9119,182.3919,179.8719,177.3619,174. 8419,172. 3319,169. 8119,167. 3019,164. 7819,162. 2619,159. 7519,157. 2319,154. 7219,152. 2019,149. 6919,147. 1719,144. 6519,142.1419,139.6219,137.1119,134. 5919,132. 0819,129. 5619,127. 0419,124. 5319,122. 0119,119. 5019,116. 9819,114. 4719,111. 9519,109. 4319,106. 9219,104.4019,101.8919,099.3719,096. 8619,094. 3419,091. 8219,089. 3119,086. 7919,084. 2819,081. 7619,079. 2519,076. 7319,074. 2119,071. 7019,069. 1819,066. 6719,064.1519,061.6419,059.1219,056. 6019,054. 0919,051. 5719,049. 0619,046. 5419,044. 0319,041. 5119,038. 9919,036. 4819,033. 9619,031. 4519,028. 9319,026. 4219,023.9019,021.3819,018.8719,016. 3519,013. 8419,011. 3219,008. 8119,006. 2919,003. 7719,001. 2618,998. 7418,996. 2318,993. 7118,991. 1918,988. 6818,986. 1618,983.6518,981.1318,978. 6218,976. 1018,973. 5818,971. 0718,968. 5518,966. 0418,963. 5218,961. 0118,958. 4918,955. 9718,953. 4618,950. 9418,948. 4318,945. 9118,943.4018,940.8818,938. 3618,935. 8518,933. 3318,930. 8218,928. 3018,925. 7918,923. 2718,920. 7518,918. 2418,915. 7218,913. 2118,910. 6918,908. 1818,905.6618,903.1418,900.6318,898.1118,895. 6018,893. 0818,890. 5718,888. 0518,885. 5318,883. 0218,880. 5018,877. 9918,875. 4718,872. 9618,870. 4418,867. 9218,865.4118,862.8918,860.3818,857. 8618,855. 3518,852. 8318,850. 3118,847. 8018,845. 2818,842. 7718,840. 2518,837. 7418,835. 2218,832. 7018,830. 1918,827. 6718,825.1618,822.6418,820.1318,817. 6118,815. 0918,812. 5818,810. 0618,807. 5518,805. 0318,802. 52

$ 18,800 

$ 21,500

$ 20,000 

$ 11,000

$ 13,000

$ 15,000

$ 17,000

$ 19,000

$ 21,000

$ 23,000

Dec/06 Dec/07 Dec/08 Dec/09 Dec/10

COP$ 

Target Price Closing Price

3 

2 

1 



EQUITY RESEARCH: Grupo Nacional de Chocolates September 2009 

 

4 
Valores Bancolombia 

 

 
APPENDIX I 

 

Operational Income & Expected CAPEX Operational Income Geographical Composition 
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Expected EBITDA Margin Shareholder Composition � June 2009 
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Interest Rate Debt Breakdown 
(After Currency Coverage) 

Leverage: Net Debt / EBITDA 
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APPENDIX II 
 

Target Price 2010E � Sensitivity Analysis 

(Continuity Value vs. Unleveraged Beta) 
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Source: Valores Bancolombia 

 
 
 
 

Target Price 2010E � Sensitivity Analysis 

 (CAPEX / Sales vs. WACC) 
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Source: Valores Bancolombia 
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APPENDIX III 
 

Consolidated Financial Statements Grupo Nacional de Chocolates 
(COP Thousand Million) 

 

Income Statement 2007 2008 2009E 2010E 2011E 2012E 2013E 

Operational Income 3,450 4,010 4,761 5,189 5,682 6,250 6,907 

Operational Expenses 981 1,160 4,295 5,132 5,613 6,171 6,815 

EBIT 433 466 465 556 632 747 854 

EBIT Margin 12.5% 11.6% 9.8% 10.7% 11.1% 11.9% 12.4% 

Net Non-Operational Income (85) (93) (41) (93) (77) (58) (36) 

EBITDA 529 570 565 675 767 906 1,036 

EBITDA Margin 15.3% 14.2% 11.9% 13.0% 13.5% 14.5% 15.0% 

Net Profit 247 299 174 320 436 539 638 

Net Margin 7.2% 7.5% 3.7% 6.2% 7.7% 8.6% 9.2% 

     
   

Balance Sheet 2007 2008 2009E 2010E 2011E 2012E 2013E 

Assets 5,348 5,337 6,051 6,136 6,430 6,779 7,200 

Cash and Equivalents 134 200 116 116 272 475 733 

Inventories 435 528 592 647 707 774 852 

Liabilities 1,216 1,469 1,483 1,547 1,569 1,603 1,665 

Short Term Debt 248 350 156 101 93 76 29 

Other Short Term Liabilities 451 521 471 527 619 708 801 

Long Term Debt 470 535 640 681 588 513 484 

Other Long Term Liabilities 47 63 217 237 270 307 351 

Equity 4,129 3,864 4,302 4,586 4,857 5,172 5,532 

Minority Interest 2,964 2,751 3,122 3,130 3,139 3,150 3,161 
 

Source: Valores Bancolombia 

 

 

Estimated Multiples Grupo Nacional de Chocolates 
 

Multiples 2007 2008 2009E 2010E 2011E 2012E 

P/E 29.0 22.7 40.9 25.6 18.9 15.3 

P/VL 1.7 1.8 1.66 1.81 1.71 1.61 

EV/EBITDA 14.7 13.1 13.8 13.3 11.4 9.3 

EPS 568 687 400.6 746.0 1,012.3 1,249.5 
 

Source: Valores Bancolombia 
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