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THE INVESTMENT PARADOX: REGIONAL DOMINANCE VS. STRUCTURAL FLAWS
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THE THESIS: TERNIUM IS A COMPETENT OPERATOR TRAPPED IN A HOSTILE INDUSTRY. THE INVESTMENT
CASE RESTS ENTIRELY ON THE 2027 TRANSITION TO A "MELT & POUR" POWERHOUSE IN MEXICO.

THE BOTTOM LINE: CURRENT VALUATION (5.0X EV/EBITDA) REFLECTS A “CONTROL DISCOUNT"
EXECUTION RISK. 2027 IS THE YEAR OF TRUTH.
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OPERATING IN HOSTILE TERRITORY: THE FIVE FORCES ANALYSIS
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THE INVASION DATA

® Metric: Chinese
exports of
finished/semi-
finished steel to
LatAm grew
233% in 15 years. @

Shadow Threat via
Chinese Dumping

THREAT OF NEW
ENTRANTS

@ Insight: 39% of
LatAm steel

consumption was
imported in 2024.
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+THE ANTAGONIST: A STRUGTURAL IMBALANCE IN GHINmA

PRICE PER TON

THE IMPORT PARITY CEILING (CHINA COST + FREIGHT)

Domestic Price

Price Ceiling

~ BUYERS PIVOT TO IMPORTS
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THE MECHANISM:

Domestic margins are capped by global oversupply.

Data Point: Indirect steel exports (cars/machinery) from China
surged 338% (2008-2024).

Impact: Realized revenue per ton fell 10% YoY in 2025 despite
cost-cutting.
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NEARSHORING: A TALE OF TWO MEXICOS
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SECTOR A: THE BOOM (Automotive & Industrial)

Record FDI: ~$41 Billion (Q3 2025)
New Investments: Jumped to $6.5 Billion
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SECTOR B: THE DRAG (General Economy)

GDP Stagnation: 0.8% - 1.3%
Construction Activity: Down 2.7%

ynthesis: Ternium’s growth depends entirely on pivoting the mix to the |

)
otive sector; the

IS a on volume.
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@ THE “MELTED AND POURED" RULE: BUILDING A POLITICAL MOAT %

- CURRENT STATE ;
' (VULNERABLE)

- | IMPORTED SLABS ROLLED IN RISK OF TARIFFS / ]
- (BRAZIL/ASIA) MEXICO NON-COMPLIANCE i
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FUTURE STATE M&'B_F e — _Q
|| (2027 PESQUERIA) S=33 i
; i P N% l
SCRAP/DRI MELTED ROLLED IN ZERO TARIFF |
IN MEXICO IN MEXICO MEXICO (USMCA COMPLIANT) ]

THE BINARY RISK: 2026 USMCA RENEGOTIATION.
VEHICLES NEED 70% NORTH AMERICAN STEEL TO QUALIFY.
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THE ENERGY ARBITRAGE: TEXAN GAS VS. GLOBAL LNG
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Henry Hub

Cost of Natural Gas ($/MMBtu)

1~$12.32]
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‘ Access &
MEXICO
Ternium )
P— Faci!iti/eﬁ
- \/ | Ternium Source Asian LNG European LNG
(Henry Hub) Benchmark Benchmark
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Strategic Impact: EAF/DRI production in Mexico is structurally cheaper than global
: peers due to pipeline connectivity. Energy accounts for ~28% of smelting costs.
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THE $4 BILLION FULCRUM: THE PESQUERIA EXPANSION

> Phase 2: Upstream (The Core Bet) 5 %
EAF (2.6M tons) Replace imported

-: slabs to capture
15-20% normalized
EBITDA margins.

Phase 1: Downstream <—

Galvanizing/Pickling

lines —l

_ M

Strategic Shift:
Transitioning from
a re-roller of
imported slabs to
a fully integrated

“L_ pri (2.1M tons) vertical
. Status: ONLINE Q4 2026 manufacturer

Galvanizing/Pickling lines
Status: OPERATIONAL / RAMPING

&1 NotebookLM



& b &
<«— $§2.5 Billion (2025)
A Key Insight: Cash flow
$1.6 Billion from operations
($2.3B) was 100%
: consumed by Capex b
and Dividends.
Free Cash Flow (FCF)
§2.5B $712 Million IS currently negative. |
2024 Net Cash Capex ($2.5B) Dividends 2025 Net Cash
{I} | $ ﬁ'ihbmbnanM




THE MOAT TEST: ROIC FAILS TO CLEAR THE WACC HURDLE

7.02%

VALUE DESTRUCTION ZONE

1.65%

Y R T P Y e T

Steel Dynamics Nucor Ternium (TTM)

S S = A = R = = S = <—— WACC Threshold (9.45%)

ﬁ‘he Verdict:
Ternium destroys

(31% ROIC) was an
anomaly, not the
norm.
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value at the bottom
of the cycle. The 2021~
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GROWTH & MARGINS: A GYCLICAL MIRAGE

EBITDA Margin

36% (2021)
15.06M Tons (-4%)

30%

24%

18%

9.9% (2025)

2021 2022 2023 2024 2025

Volume (Shipments)

Key Insight: The
Reality: Organic
growth is negative;
the business is
shrinking in volume.

Recent revenue CAGR
IS a statistical
statistical illusion
caused by the
post-pandemic
pricing spike.
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THE ‘CONTROL DISCOUNT": EMPIRE BUILDING OVER VALUE

Techint Group / Rocca Family
L (62% Control) _I

A . v
: : Related Party :
Physical Expansion Transactions by -
(Capex) (Tenaris/Tecpetrol) A

Zero repurchases despite
5.0x EV/EBITDA valuation.

" The Governance Reality: Capital allocation prioritizes industrial scale and dividends over
b per-share intrinsic value optimization.
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rT::lktalf;nﬁr.ay: Brazil is

currently a capital
sinkhole. The

pog ¢
THE USIMINAS QUAGMIRE: A CAPITAL SINKHOLE
[ meoostoroma___]
: r.CSIN Lawsuit Llablllty .$416 Mll.llonj

DTA Write-down $405 Million

Buyout of Nippon Steel ~ $315 Million (Cash Out)

Status: LIABILITY CENTER

buyout grants

control, but inherits a

struggle against

Chinese imports

(76% of Brazilian
flat steel imports
are Chinese).
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 VALUATION: CHEAP FOR A REASON

EV/EBITDA

> ~5.0x

Discount vs Peers (7-9x)

?

[

Free Cash Flow Yield

=), NEGATWE‘ >15%
(Current TTM) (2027 Projected)

P/E Ratio

— > ~20X

Distorted by non-cash charges
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' The Trap: The valuation is appealing ONLY if you believe the 2027 marginT

guidance. If the cycle turns, the “cheap’ multiple is a value trap.
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THE VERDICT: A "SHOW ME" STORY FOR 2027
5 = | |
; | ol e e e 1N
— USMCA — | NEARSHORING — |  TARIFF |
o SECURITY: DEMAND: '| DURABILITY: i
| — Will the border | — Will the market — Can LatAm §
remain open in o absorb 2.6M tons governments
5 20267 of new capacity? hold back the
; China flood?
L= - - y
Ternium is a competent operator without a durable moat yet.
The $4 Billion wager must pay off to clear the cost of capital.
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