


fiom the bursting of that cosmic crucible there arose
suns, stars and planets; and then. . . man, the quintessence,
the clement that was to give meaning to creation. . . thus
was born VITRO, whose transparent destiny is to forge

the will to achieve. . .”

Vitro, Sociedad Andnima, is a Mexican company manufacturer of glass and plastic containers—flat glass—crystal prod-
ucts—related industrial chemical products, mineral resources, capital goods and research and development of tech-
nology.

Apdo. Postal 497, Monterrey, N.L. 64000, México



Tinancial Highlights

(Millions of Pesos)

1985 1984 CHANGE
1. TOTAL SALES 312,957 176,720 + 77%0
2. CONSOLIDATED SALES 267,800 149,557 + 79%o0
3. INTEGRAL FINANCING COS'I 32,395 45,631 - 29%o
4. NET INCOME 44818 7473 +500°0
5. CAPITAL EXPENDITURES 14,850 11,032 + 35%0
6. EXCESS CASH 69,353 39,122 + 77%0
7. RETURN ON EQUITY 22.2%0 6.6%0
8. CURRENT RATIO 2.80 3.63
9. LIABILITIES | STOCKHOLDERS’> EQUITY 0.77 0.93
10. DEBT COVERAGE 2.87 203 3
11. SUPPORTABLE BANK DEBT 3.4 3.6




To our shareholders:

It gives me pleasure to inform you that, in spite of the adversities that beset the
economy of our country during 1985. Vitro, Sociedad Andénima and Subsidiaries
accomplished most of the objectives set at the beginning of the year. On the one
hand, it was necessary for us to adapt to a higher—than—forecast inflationary en-
vironment. On the other hand, the changes that took place in exchange rate policy
helped our exports.

The earthquake of last September caused the irreparable loss of a valued staff
member. Nevertheless, our assets suffered no loss and our industrial plant continued
to operate normally.

Most of the markets we serve showed favorable upturns, resulting in a substantial
increase in sales volumes. Good cost control together with improved productivity
led to satisfactory returns.

Cash flow and the financial structure were kept in very healthy condition, and
covenants with lenders were scrupulously adhered to. By keeping liabilities under
control and strengthening equity, we succeeded in bringing consolidated financial
leverage down to the lowest level in decades.

Moderate utilization of installed capacity made it unnecessary to invest in expansions.
The only additions to fixed assets were those necessary to continue operating our
plants efficiently and with the most advanced technology.

None the less, in order to keep a balanced portfolio and make the best use of cash,
some companies were acquired and now form part of our Group. The purchase of
51%%o of Industrias Ingersoll Rand, S. A. de C. V. is in keeping with our traditional
capital goods activities and makes for a fuller relationship with the U. S. company
Ingersoll Rand, already our partner in a successful enterprise. All the equity of
Crupo Troqueles y Esmaltes was acquired, adding its enamelware, kitchen ranges
and refrigerators to our existing kitchen and table ware lines. We expect to report
satisfactory results in the future from both of these acquisitions.
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In 1985 two economic periods could be clearly identified. During the first six
months there was unwarranted growth, the inevitable and necessary correction

occurred in the second half. The increase in gross domestic product during the
year was 3.0°o.

As a result, economic indicators showed uneven tendencies. Thus, inflation took
off during the second half and reached a year-end figure of 63.7%/o, slightly above

that of the previous year. The peso ended the year 18.5°/o undervalued in relation
to the dollar.

There was a very marked deterioration in the public sector deficit which reached
9.6%0 of gross domestic product.

Mexico’s gross international reserves were reduced by 2,300 million dollars, bringing
them to a level of 5,800 million dollars at the end of 1985.

Industrial and manufacturing production rose by 4.9%o and 5.9 respectively;

construction by 3.1%o, food processing by 3.1%0 and the automotive industry
by 27.7%o.

Against this background, we shall now describe the development of GRUPO VITRO’S
businesses.

MARKETS

Total sales amounted to 313 billion pesos, an increase of 77°/o.






CONTAINERS

The domestic market for glass containers showed an adequate real increase of
12%o while plastic containers grew strongly by 15%o.

Export markets continued their favorable upward trend. In dollar terms they grew
by 430 over the previous year and made up 9°Jo of total sales.

Sales of generic non-returnable containers were double those of the previous year
and contributed 4°/o of the total growth in sales.

Capacity utilization during the year was 79°/o.

In order to consolidate our export operations in the United States and take full
advantage of opportunities in this market, the U.S. company that used to distribute
our products was acquired.

FLAT GLASS

Growth in construction and automotive markets, on which this Division depends
heavily, was satisfactory during 1985. As a result, sales rose by 6%/o in real terms.

Exports, growing strongly by 33°/o above the 1984 level, made up one third of
consolidated sales of the Division.

Installed capacity utilization was 65%o.

GLASSWARE

The domestic market served by this Division behaved in similar fashion to the
economy as a whole. Consolidated sales, helped by the firm leadership of Crisa
Corp. in the U.S. and Canadian markets, went up by 14°/o in real terms. Utilization
of installed capacity increased by 20°/o over the previous year and reached 58%/o
by year end.

BASIC INDUSTRIES

In capital goods, business increased by 2°lo because of deeper penetration, with
spares as well as machinery, into the petrolewm and turbine industries. The traditional
market for glass-making machinery and molds has remained stable.

The acquisition of 51°o of the equity of Industrias Ingersoll Rand, S. A. de C.V.,
now renamed Neumatron, S. A., is a key factor in the development of GRUPO
VITRO’s, capital goods sector.















VITRO HOME WARES



NEUMATRON, S. A.




























Dhisional Jnfoumation






























Arcillas Tratadas, S. A. de C. V. makes precipitated
silica, sodium silicoaluminate and calcium silicate,
which are used as reinforcing charges in a number
of industries, particularly footwear. The company
achieved a real increase in sales of 5.2%o0, basically
due to implementing new applications for our
products.

At the close of the year the Division employed
1,113 people. Our installed capacity utilization
was 80°/o in fibers, 63°/o in silicates and 90°/o in
treated clays.

Our export sales reached the level of 1.1 million
dollars, equivalent to 2°/o of domestic sales.

CENTRAL AMERICAN COMPANIES

The Central American Group of companies, in
which GRUPO VITRO has a49.5 %o equity share,
is made up of the following manufacturing con-
cerns: Industria Centroamericana de Vidrio, S. A.
and Silice de Centroamérica, S. A. in Guatemala;
Vidriera Centroamericana, S. A., Silice de Costa
Rica, S. A. and Centroamericana de Tapas, S. A.
in Costa Rica.

It also includes three trading companies which
operate under the name of Distribuidora Industrial
y Comercial, S. A. in Guatemala, Nicaragua and
Costa Rica.

The Central American economy continues to suffer
from pronounced recession due to the ills typical
of developing countries, to which have been added
others arising from the political situation in the
area. Our markets have therefore declined, oblig-
ing us to work our facilities at very low levels of
capacity utilization. We have also contended with
serious difficulties in marketing our products in
Central American countries, so that we have had
to distribute our production runs for different
types of container and glass colors among our

plants, thus affecting operating efficiency.

Nevertheless, having taken action to control costs
and correct operating problems, we have managed
to achieve a slight improvement in economic results
over the previous year. This we regard as highly
satisfactory.



VITRO FINANCE
AND ADMINISTRATIVE SERVICES

OSCAR SAMANIEGO R.
General Director

There follows an account of the main activities of
this Division during the year under review.

Accounting and control standards and policies
were issued. Consolidated financial reports and
planning documents were prepared. And support
was provided to the Group companies in finance,
accounting and taxation.

In order to keep our modern, functional Data
Processing Center abreast of current technology,
its capacity was expanded by adding a new CYBER
830 computer and the communications network of
257 terminals, micro— and wmini-computers was
enlarged to 289 nodes in order to give all the
companies access to information systems.

Internal auditing was oriented toward management
and operations with the aim of improving efficiency;
it was coordinated with the external auditing serv-
ice.

Repeat purchases of raw materials and other inputs
from Mexico and abroad, as well as energy and
inward/outward rail transportation, were managed

at the corporate level.
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