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Dear Sir or Madam:

In accordance with Rule 12g3-2(b) under the Securities Exchange Act of 1934 (the “1934 Act”),
Hylsamex S.A. de C.V., a corporation organized under the laws of Mexico (“Hylsamex’), hereby
furnishes to the U.S. Securities and Exchange Commission (the “Commission”) the information
identified on the attached Exhibit List.

As provided by Rule 12g3-2(b), the information and documents contained herein and furnished
herewith shall not be deemed to be “filed” with the Commission or otherwise subject to the liabilities
of Section 18 of the 1934 Act, and the furnishing of any such information or documents shall not
constitute an admission for any purpose that Hylsamex is subject to the 1934 Act.
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First Quarter 2005 Earnings Release

The following report contains unaudited information for 1Q05, presented in constant pesos (Ps) as of March 31, 2005, and in
metric tons. For convenience, income statement and cash flow statement figures are translated into dollars (USS) at the
average exchange rate of each month and balance sheet items are translated into dollars at the end-of-period exchange rate.

HIGHLIGHTS

¢ Hylsamex registered solid volumes in 1Q05, supported by a 20% year-over-year growth in exports.
Shipments were 745,500 tons in 1Q05, down 5% and 3% compared to the same quarter of 2004 and
the previous quarter, respectively, due to first quarter seasonality and a major maintenance
program.

» Revenues amounted to U5$573 million during 1Q05. Revenue per ton reached US$769/ton in 1Q05,
which represents a rise of 31% from the amount registered in the same quarter of 2004 and a slight
decrease of 4% compared to the previous quarter. The slight decrease versus the prior period
resulted from an unfavorable change in mix from higher exports and a reduction in domestic prices
for long products.

o COGS reached US$548/ton in 1Q05, 23% higher than the US$446/ton recorded in the same quarter
of 2004 and 1% greater than the US$543/ton attained in the previous quarter. The Company has
been able to significantly contain cost increases in raw materials which have affected the steel
industry as a whole.

* In 1Q05, Hylsamex generated EBITDA of US$161 million, 46% more than the US$110 million in
EBITDA for 1Q04. The EBITDA margin reached 28% in 1Q05.

e On a per ton basis, EBITDA reached US$216/ton in 1Q05, an increase of 54% in relation to the
USS$140/ton obtained in the same quarter of 2004 and a decrease of 15% compared to the
USS255/ton attained in the prior quarter.

» Free cash flow generation of US$100 million during 1Q05 led to a reduction in leverage, as debt net
of cash declined US$88 million during the quarter, for a balance of US5458 million. Cash reserves
reached US$217 million, up USS$92 million over year-end 2004. The Net Debt to LTM EBITDA ratio
was 0.6x for 1Q05, while LTM Interest Coverage improved to 10.8x.

e Net income for 1Q05 amounted to US$95 million (Ps.1,071 million), increasing 51% compared to the
US$63 million (Ps.732 million) of net income registered in the same quarter of 2004 and decreasing
59% from the US$234 million (Ps.2,676 million) of net income reported in the previous quarter.
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OVERVIEW

During the first quarter of 2005; Hylsamex continued

Quarterly EBITDA producing excellent results in terms of operating cash flow.

240 (USS Mitlions) ~ The Company recorded EBITDA of US$161 million in 1Q05, an
: L f_ ©increase of 46% compared to the EBITDA of US$110 mitlion
ZOOJ ' A1l _  generated in the same quarter of 2004. Hylsamex continues
: | to capitalize on the favorable trends in the global steel
1601 industry, its vertical integration, and its modern facilities.
120 A Hylsamex’s free cash flow reached US$100 million in
80 111 1Q05, more than two times the US549 million generated in
; 1] the same quarter of 2004. This significant increase in free
40 1B ) 1 cash flow resulted from solid EBITDA generation, coupled
ol NEE HH H : with modest capital expenditures and net working capital

1Q.2Q 30 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q requirements. In addition, a dgwnwarq trend 1'.n interest
02 02 02 0Z 03 03 03 03 04 04 04 04 05 expenses due to the deleveraging carried out in 2004, has

produced a sizeable drop in Hylsamex’s financial burden, -
enhancing free cash flow.

The Company’s profit margins experienced a relatively small decline in the quarter-over-
quarter comparison. Two key reasons are behind the decline. First, tonnage sotd decreased, mainty
because of the major maintenance program carried out in the Flat Products Division’s minimill during
January, which reduced production by 30 thousand tons. Further, domestic volumes appear lower as
the first quarter of the year is traditionally a slow-moving one and this year in particular, Easter Week
occurred in late March. Second, as a result of greater exports and softness in domestic long product
prices, Hylsamex's revenue per ton decreased 4% compared to the previous quarter. The observed
strong fundamentals in the global steel industry and the world economies, as well as Hylsamex’s robust
operating model, has allowed the Company to show attractive levels of profitability.
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The global steel industry continues to experience an extraordinary period. During 1Q05, steel
producers around the world accepted record cost increases in raw materials. For example, 2005
contract prices for iron ore pellet increased 86% while coking coal surged 119%', when compared to the
year before. While Hylsamex remains unaffected by these cost increases thanks to its vartical
integration, these higher costs could provide additional support under steel prices. In addition, the
industry has seen some of the benefits of industry consolidation -which is still at an early stage- as

' References: CVRD iron ore pellet contract price; BHP caking coal contract price to Japan.
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some large producers in developed countries have started to favor pricing over volumes, paying more
attention to managing production and inventory levels to maintain pricing.

In the NAFTA region, several key drivers will determine steel pricés in the short term. The
significant inflow of imports into the U.S. observed in the second half of 2004 was reduced during
1Q05. As prices in Asia rase and U.S. prices softened during the quarter, arbitrage opportunities
decreased. The weakness of the U.S. dollar and expensive transportation costs also discouraged these
imports. At the same time, steel inventories in the NAFTA region remained high because consumers had
built reserves during the last months of 2004. When excess inventories are worked off, steel demand
should pick up again. Scrap prices decreased slightly during the quarter but at an average price of
USS$198/ton for 1Q05, they continue above historic levels?.

Hylsamex’s management is considering capital expenditures of up to US$100 million in 2005.
Approximately 30% would be aimed at normal investments, consisting of equipment replacement, mine
preparation, and energy conservation and substitution projects. The remainder would be focused on
strategic investments to grow the Company’s processing capacity and distribution network. These
latter investments are subject to Board approval. Additionally, the Company plans to seek Board
approval and begin construction of its first industrial scale Molten Iron Process ® (“MIP”) plant during
the second half of 2005. The MIP plant is meant to reduce the Company’s exposure to natural gas. The
plant will have an annual capacity to produce 250 thousand tons of molten iron with an initial
investment of approximately US$40 million.

Hylsamex remains cautiously optimistic for the rest of 2005. The Company is well positioned to
capitalize on current industry trends, both in terms of pricing as well as demand. Volume-wise, the
Company is abserving continued dynamism in the Mexican construction sector and finding export
opportunities at attractive prices. Margin stability is expected, considering Hylsamex’s vertical
integration that cushions raw material costs impacts, including an effective ongoing natural gas
hedging program to mitigate potential energy price increases.

Demand-supply trends in key economies such as China and the U.S., as well as energy costs,
remain relevant variables which can affect the Company’s future performance.

2 brices of scrap Heavy Melting #1, average of Pittsburgh, Chicago and Philadelphia; American Metal Market.
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FREE CASH FLOW

—

Hylsamex generated excellent free cash flow of US$100 million in 1Q05, more than two times
the USS$49 million recorded in the same quarter of 2004, but below the US$128 million obtained in the
preceding quarter. Lower interest expense and working capital requirements enhanced free cash
generation during 1Q05. As a result of improved profitability, Hylsamex disbursed greater cash taxes in
1Q05 as the Company began making interim income tax payments. However, with the use of asset tax
credits in the annual 2005 tax return, the Company’s 2005 tax burden will be reduced through a tax
refund early in 2006.

Hylsamex: S.A. de C.V. & Subs.

USS Millions:
1Q05 1Q04 4Q04

EBITDA 161 110 195
(+) Alfa Management Fee (1) 8 0 8
(-) Cash Taxes (19) (10) (7)
(-) Net Interest Expense (16) (23) (18)
(-) Net Working Capital (23) (15) (34)

(-) Capital Expenditures (13) (13) (15)

(=) Free Cash Flow 100 49 128

(1) To provide comparability, the management fee is added back.

During 1Q05, Hylsamex generated sufficient free cash flow to meet the US$100 million dividend
payment on April 13th, 2005.

STEEL MARKET

Hylsamex recorded sales volume of 745,500 tons Shipments
during 1Q05, 5% or 42,300 tons less than the 787,800 tons (1000 tons)
shipped during the same quarter of 2004 and 3% or 19,300
tons lower than the 764,800 tons sold in the previous 788 765 746
quarter. The decrease versus the previous quarter is mainly [~ e

due to lower sales of wirerod and flat products (including ' Exp

coated and tubular products). The slight drop in flat

product volumes resulted from the major scheduled 5
om

maintenance program carried out during January. Lower
volumes of semi-finished billet and wirerod caused most of
the reduction in volume in the comparison against the same
quarter of 2004.

Volume sold in the domestic market totaled 1Q04 4Qo4 1Q05
556,600 tons in 1Q05, 12% or 73,200 tons lower than the 629,800 tons registered in the same quarter of
2004 and 5% or 28,200 tons less than the 584,800 tons of the prior quarter. Both decreases were
primarily due to less tonnage sold of flat products and wirerod. The drop against the same quarter of
2004 was also caused by smaller volumes of semi-finished billet. Domestic demand for Hylsamex’s
products remains solid; during 1Q05, volumes appear lower since the first quarter of the year is
traditionally a slower one and this year included Easter Week in late March rather than in April.

Hylsa:j’] www.hylsamex.com ' 4
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Hylsamex recorded strong export volume again in 1Q05, particularly boosted by a strong rise in
exports of flat products during March. Hylsamex has seen a pick up in flat steel demand from several
Asian countries and the NAFTA region. The Company continues to sense export opportunities at
attractive prices for the months ahead. The Flat Products Division is operating Mill #1 to complete most
of these export orders. '

Export Revenue Exports in 1Q05 reached 188,900 tons, 20% or 30,900
(USS Millions) tons more than the 158,000 tons exported in the same quarter
of 2004 and 5% or 8,900 tons more than the 180,000 tons of the
previous quarter. The variations are mostly explained by
changes in the export volume of flat products, which increased
23% or 31,400 tons compared to the same quarter of 2004,
reflecting a robust global demand for steel, and rose 9% or
14,300 tons versus the previous quarter. Export prices for 1Q05
calculated in nominal dollars increased 35% versus the same
quarter of 2004 but decreased 6% compared to the previous
quarter. The latter figure was due to a slight decrease in -
international steel prices, particularly U.S. prices, while the
former resulted from the positive year-over-year trend
1Q04 4Q04 1Q05  observed in international steel prices. Solid export volumes and
prices allowed Hylsamex to generate significant export
revenues of USS$148 million in 1Q05, 61% greater than the export revenue obtained in the same quarter
of 2004 and 3% lower than in the previous quarter.

153

92

REVENUE
b __________________________ " ]

Hylsamex registered solid revenue generation in 1Q05. Hylsamex generated sales revenue of
USS$573 million (Ps.6,460 million) in 1Q05, 24% greater than the US$461 million (Ps.5,371 million)
achieved in the same quarter of 2004 and 7% lower than the US$615 million (Ps.7,078 million) obtained
in the previous quarter. Compared to the previous quarter, a slight decrease was observed due to a
lower sales volume and a small reduction in revenue per ton.

Hylsamex's revenue per ton in 1Q05 reached US$769/ton, consisting of an average steel price
of USS732/ton and a USS$37/ton contribution from other steel revenue. Hylsamex’s revenue per ton of
USS$769/ton for 1Q05 represents a surge of 31% or US$184/ton in relation to the US$585/ton achieved in
the same quarter of 2004 and reflects a slight decrease of 4% or US$35/ton compared to the
USS$804/ton obtained in the previous quarter. Hylsamex registered excellent pricing levels across most
product categories, but a slight decrease in revenue per ton versus the previous quarter was observed.
It was caused mainly by three factors: a less rich product mix due to higher exports, a marginally lower
export revenue per ton as prices in the U.S. softened during the quarter, and lower prices of long
products in the Mexican market.

30 QU QU
ons s. ons s. ons s,
Domestic Market 556.6 4,793.2 629.8 4,300.2 584.8 5,321.4
Export Market 188.9 1,666.5 158.0 1,070.3 180.0 1,757.0
Total 745.5 6,459.7 787.8 5,370.5 764.8 7,078.4
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Hylsamex continues operating at high utilization levels to cope with strong steel demand. in
1Q05, Hylsamex’s cost advantage from its vertical integration persisted, allowing the Company to
register only a slight increase in cost per ton compared to the preceding quarter. The Company
continues producing DRI at maximum capacity, sourcing 100% of iron ore requirements from its own
mines.

As a sign of continued robust demand, Mill #1 of the Flat Products Division (the primary flat
products facility in use before the mid-1990s modernization program) produced 121,700 tons during
1Q05, the highest production level since the second quarter of 2000. Mill #1 allowed Hylsamex to take
advantage of export opportunities and to partially compensate for the 30 thousand tons of lost
production from the minimill’s major maintenance carried out during January. Production at Mill #1 is
entirely on a variable cost basis (i.e. no additional fixed costs are incurred) and is easily started and
stopped as needed.

In 1Q05, Hylsamex incurred scrap costs similar to the previous quarter, with a reduction in the
cost of imported scrap. The market for scrap remained tight during 1Q05, with U.S. scrap prices® prices
hovering around US$200/ton. So far, early in 2Q05, scrap prices are seen at US$216/ton, as of April
15th, 2005. As a result of lofty scrap prices and despite a high cost of natural gas, Hylsamex’s DRI cost
advantage persisted and DRI production carried on. During 1Q05, Hylsamex utilized 2% less DRI than in
the prior quarter. The Company carried out a maintenance program of its Puebla DRI plant during the
quarter. The shutdown was scheduled during the winter, when natural gas prices usually peak, to
reduce consumption of this fossil fuel.

COGS for 1Q05 amounted to US5408 million (Ps.4,601 million), 16% greater than the US5$352
million (Ps.4,097 million) registered in the same quarter of 2004 and 2% lower than the US$415 million
(Ps.4,776 million) recorded in the preceding quarter. The decrease in COGS versus the previous quarter
mainly resulted from less tonnage sold. The rise against the same quarter of 2004 was due to higher
costs for energy, scrap and externally-sourced steel for the coating operations. ‘

On a per ton basis, COGS in 1Q05 reached US$548/ton, US$102/ton or 23% above the
USS446/ton recorded in the same quarter of 2004 and USS5/ton or 1% greater than the US$543/ton
attained in the previous quarter, The US$102/ton increase in cost per ton compared to the same
quarter of 2004 consisted of US$81/ton and US$21/ton increases in variable and fixed costs per ton, in
that order. The increase in variable costs resulted from higher energy costs, greater prices for scrap
metgl, and a h?gher cost‘for exte(nal‘ly-sourced steel for the Energy Inputs
coating operations. The increase in fixed cost was due to Quarterly Prices
greater maintenance expenses and a lower spread of fixed cost 7.0 ;
due to less volume sold. The USS$5/ton increase in cost per ton 6.0
against the previous quarter was caused entirely by an increase )
in variable cost per ton, since fixed cost per ton remained 5.0
unchanged. A higher electricity bill and costlier externally- 4.0
sourced steel mainly explain the rise in variable cost. An
explanation of the quarterly behavior of the main components 3.0
of COGS follows: 2.0

1Q2Q.3Q 4Q1Q 2Q 3Q.4Q 1Q2Q 3Q4Q 1Q
, , 02 02 02 02 03 03 03 03 04 04 04 04 05
Energy Inputs: The effective natural gas price for Hylsamex

during 1Q05 was US$5.32/MMBtu (corresponding to a mn Natural Gas South Texas
USS$5.77/MMBtu average reference price in South Texas), 3% Electricity (US ¢/KWh)
greater than the US$5.15/MMBtu recorded in the same quarter s Effective Cost Natural Gas
of 2004 and 6% lower than the US$5.64/MMBtu observed in the Hylsamex (USS/MMBtu)

previous quarter. The savings versus market prices are the result of the current financial hedging

¥ Prices of scrap Heavy Melting #1, average of Pittsburgh, Chicago and Philadelphia; American Metal Market.
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program. The Company is constantly monitoring and studying the natural gas markets to manage this
exposure. As of the date of this report, the natural gas hedges consist of the following positions:

2005

¢ The South Texas price for April 2005 was set at US$6.65/MMBtu. As a result of financial hedges in
place, Hylsamex’s cost of natural gas for this month for the first 200 contracts of consumption wilt
be approximately US$5.005/MMBtu. April’s consumption in excess of 200 contracts will be charged
at the market price. '

» April to December 2005: 32% of the needs are hedged with a US$4.28/MMBtu swap capped at
USS$6.70/MMBtu.

o April to August 2005: an additional 32% of the requirements are covered through a US$5.86/MMBtu
swap. When market prices hover between US$4.50/MMBtu and USS$5.73/MMBtu, the Company will
pay the prevailing market price plus US$0.13/MMBtu. The swap is capped at US$7.70/MMBtu.

s September to December 2005: an additional 32% of the requirements are covered through a
USS$5.73/MMBtu swap. When market prices fluctuate between US$4.90/MMBtu and USS$5.73/MMBtu,
the Company will pay the prevailing market price. The swap is capped at US57.70/MMBtu.

The adjacent graph depicts Hylsamex’s natural gas cost for May to December 2005, including the
combined effect of the financial hedges detailed
above. The graph also shows the average and

high-low May to December 2005 futures prices as

Natural Gas Cost May-Dec 2005
(includes hedges)

Unhedged

of April 18th, 2005. _ 8.00 Cost o
2007 § 7.00 Hylsamex
s The Company sold a swaption at ‘é’ 1/ Cost

US$4.20/MMBtu for 32% of the requirements % 6.00 rd

for the year. : S & 00 o~

P4 .

Note: While the Company’s financial hedges are § 4.00
referenced to NYMEX natural gas prices, all of the 2 /
Company’s financial hedges described above are 3.00
shown at their South Texas equivalent price. In 3.00 4.00 5.00 6.00 7.00 8.00

2004, South Texas prices were on average

USS0.30 lower than the NYMEX price. South Texas Price US5/MMBtu

=ms May-Dec 2005 Average Futures Price

The cost of electricity for 1Q05 was mam May-Dec 2005 High-Low Futures Price Range

US¢4.73/Kwh, 19% higher than the US¢3.96/Kwh recorded in the same quarter of 2004 and 4% greater
than the US¢4.56/Kwh registered in the previous quarter. The increase in electricity costs versus both
periods was the result of higher international prices for fossil fuels.

Metallic Inputs: In 1Q05, the weighted average cost of the Company’s metallic charge was US$39/ton
higher than the cost during the same quarter of 2004 and US$10/ton lower compared to the previous
quarter. In the comparison against the same quarter of 2004, the metallic charge’s cost increase is
mainly attributed to a higher cost of domestic scrap and to a lesser extent a greater DRI cost. The
metallic charge's cost decrease versus the previous quarter resulted from a lower cost of imported
scrap and a small drop in the cost of DRI.

In 1Q05, DRI’s cost rose USS$15/ton compared to the same period of 2004 and slightly decreased
by USS5/ton versus the previous quarter. This stability is due to the fairly steady effective cost of
natural gas for Hylsamex, which oscillated around U5$5.50/MMBtu in 2004, in part as a result of the
Company's natural gas hedging strategy. Since late in 2003, DRI has regained competitiveness vis-a-vis
steel scrap as a result of high scrap prices. Accordingly, Hylsamex’s competitive position has been
enhanced compared to less integrated producers.

As a sign of continued tightness in the steel scrap markets, the cost of Hylsamex’s overall scrap
mix remained relatively high compared to prior years. The cost of Hylsamex’s domestic scrap mix in

HYlsa?j www. hylsamex.com . .
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1Q05 rose US$77/ton compared to the same quarter of 2004 and increased by USS$1/ton as measured
against the preceding quarter.

During 1Q05, the cost of Hylsamex’s imported scrap mix decreased by US$17/ton in the
comparison versus the same quarter of 2004. The cost of imported scrap diminished by US522/ton
compared to the previous quarter. These reductions are related to lower scrap prices in the U.S.,
which softened slightly during 1Q05 compared to previous quarters. However, scrap prices remain
relatively high, induced by increased worldwide demand for steel products.

OPERATING EXPENSES

Operating expenses for 1Q05 totaled USS$38 million (Ps.423 million), 23% higher than the US$30
million (Ps.354 million) registered in the same quarter of 2004 and 5% greater than the US$36 miltion
(Ps.411 million) spent in the previous quarter. In a comparison against the same quarter of 2004, a
transient increase in operating expenses was observed, as Hylsamex resumed payment of management
fees to its parent company Alfa. Hylsamex's payment for 1Q05 was USS8 million, identical to the
amount recorded in the prior quarter. The ratio of operating expenses to sales reached 6.5% in 1Q05,
slightly lower than the 6.6% observed in the same quarter of 2004 and higher than the 5.8% of the
previous quarter.

OPERATING INCOME AND EBITDA

Hylsamex continued generating very good operating profitability. During 1Q05, operating
income totaled US$127 million (Ps.1,436 million), US$48 million more than the US$79 million (Ps.919
million) obtained in the same quarter of 2004 and USS37 million less than the US$164 million (Ps.1,890
million) gained in the previous quarter. Hylsamex’s operating profit margin for 1Q05 reached 22%,
above the 17% operating profit margin obtained in the same quarter of 2004 and below the 27%
registered in the preceding quarter.

EBITDA per Ton Quarterly EBITDA
(USS/Ton) (USS Millions)
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Hylsamex reported an excellent level of EBITDA in 1Q05. The Company’s EBITDA in 1Q05 of
USS161 million (Ps.1,812 million) was 46% greater than the US$110 million (Ps.1,281 million) achieved
in the same quarter of 2004 and was 17% less than the US$195 million {Ps.2,244 million) generated in
the previous quarter. Hylsamex’s EBITDA margin reached 28% during 1Q05, above the EBITDA margin of
24% registered in the same quarter of 2004 and below the prior quarter’s EBITDA margin of 32%. On a
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per ton basis, EBITDA reached US$216/ton in 1Q05, USS$76/ton more than the US$140/ton obtained in
the same quarter of 2004 and US$39/ton less than the US$255/ton registered in the previous quarter.

Operating profitability remained at very good levels, due to the favorable steel pricing
environment and Hylsamex’s vertical integration that helped it maintain relatively stable costs.
Compared to the previous quarter, a small decrease in profitability was observed both in absotute
terms and profit margins. This reduction is primarily explained by the 3% drop in tonnage sold, higher
exports, which carry lower margins, and softness in domestic long product prices. In comparison
against the same quarter of 2004, Hylsamex not only enjoyed the benefit of higher prices, but also the
Company’s enhanced position as an efficient, vertically integrated minimill, allowed it to expand profit
margins more than other steel producers since the Company’s cost per ton increased to a lesser
degree.

COMPREHENSIVE FINANCIAL RESULT (CFR)

Hylsamex recorded in 1Q05 a net financial cost of US$13 million (Ps.146 million), as compared
to a net financial gain of US$1 million (Ps.19 million) recorded in the same quarter of 2004 and net
financial cost of USS1 million (Ps.14 million) registered in the previous quarter. The CFR variations are
largely attributable to fluctuations in the Peso-dollar exchange rate and its effect on Hylsamex’s
basically dollarized debt. Against both comparable periods, Hylsamex also recorded a lower monetary
position gain in 1Q05, due to lower inflation and a reduction in monetary liabilities in the last months
of 2004 coming from the decrease in debt, long-term accounts payable and pension liabilities. The
Company continued experiencing sizeable decreases in net interest expense in 1Q05, measured against
both comparable periods, as a result of the deleveraging and refinancing efforts made during 2004. Net
interest expense for 1Q05 decreased 31% or USS7 million versus the same quarter of 2004 and dropped
13% or USS2 million compared to the previous quarter.

Comprehensive:Financial Result:

Miltion of: Constant MXP?as:of March=31%. 2005

Financial Income 26.5 13.7 23.7
Financial Expenses (202.7) (277.9) (231.4)
Financial Expenses, net (176.2) (264.2) (207.7)
FX Gain (Loss) (3.6) 77.0 71.4
Monetary Position Gain (Loss) 38.8 227.6 145.1
Act. Labor Liability (6.0) (16.7) (20.1)
Capitalized CFR 1.3 (4.5) 2.3)
Comprehensive Financial Result (145.7) 19.2 (13.6)

Macroeconomic Variables

End-of-period Ps / USS exchange rate 11.2942 11.1540 11.2648
(Appreciation) / Depreciation of the Peso 0.26% (0.73%) (1.28%)
Domestic inflation 0.79% 1.62% 1.79%
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CONSOLIDATED NET INCOME

Net income for 1Q05 amounted to US$95 million (Ps.1,071 million), increasing 51% compared to
the USS$63 million (Ps.732 million) of net income registered in the same quarter of 2004 and decreasing
59% from the USS$234 million (Ps.2,676 miltion) of net income reported in the previous quarter. Net
income increased compared to the same quarter of 2004 mainly due to greater operating income,
partially offset by greater tax accruals and CFR cost. The reduction in net income versus the previous
quarter was caused mainly by higher tax accruals and lower operating income. In the comparison
against the previous quarter, Hylsamex recognized a tax accrual in 1Q05 instead of the tax gain of
4Q04, which resulted mostly from the cancellation of reserves against tax assets. These reserves were
created in the past when the Company estimated it would not fully take advantage of its accumulated
tax shields. Given the improved profitability observed throughout 2004, the Company cancelled the
reserves in 4Q04.

Net Income (Loss) Integration
Millon of Constant Pesos as of March 31, 2005

Operating Income ‘ 1,436.4
Integral Financial Result (145.7)
Other income and special items, net 7.9
Taxes, Current and Deferred (320.5)
Equity income (loss) associated company 93.0
~ Consolidated Net income in 1QU5 1,071.1

NET DEBT & OTHER ITEMS
. . . ]

NET DEBT VARIATION 1Q05

Net Debt Variation
Debt Net of Cash: Hylsamex’s net debt as of March IV
31, 2005 decreased to US$458 million, US$88

miltion or 16% less than the US$546 mitlion
registered as of December 31, 2004. This reduction Net Debt as of December 31, 2004 546.4
was mainly obtained through free cash flow EBITDA generation _ _ (160.8)
generation, which allowed the Company to increase g‘;’:::‘x::s"(‘1‘)v°’k‘"g Capital by Operations %:'67)
cash reserves by US$92 million during the quarter. Holding Alfa 8.4

. Accrued Interest 16.6
Cash Taxes Paid: Cash taxes paid during 1Q05 Taxes 18.5
amo_unted to USS$19 million, USS? million and USS$12 Capital Expenditures 12.6
million more than the amounts paid in the same = Net Debt as of March 31, 2005 4573
quarter of 2004 and the previous quarter, . S—
respectively. As a result of improved profitability, (1) Mainly pension liability.

Hylsamex disbursed greater cash taxes in 1Q05 as the Company began making interim income tax
payments. However, with the use of asset tax credits in the annual 2005 tax return, the Company’s
2005 tax burden will be reduced through a tax refund early in 2006. As of March 31, 2005, the Company
holds USS$88 million and US$130 million in tax loss carry forwards and asset tax credits, respectively.
Tax loss carry forwards can be used to reduce future taxable income and consequently diminish income
tax incurred. Furthermore, if the remaining future income tax incurred is greater than the asset tax,
asset tax credits can be utilized to reduce income tax payments to the asset tax level. Since most of
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the remaining tax loss carry forwards belong to non-operating companies, management does not
foresee the immediate use of these carry forwards during 2005.

During the second quarter of 2005, the Company will pay US$31 million in statutory employee profit
sharing generated in 2004.

Net Working Capital (NWC): During 1Q05, net working capital represented a use of funds of US$23
million, which compares to uses of funds of US$15 million and USS$34 million in the same quarter of
2004 and in the previous quarter, respectively. in 1Q05, the Company directed funds primarily to
accounts receivable and payable; a slight seasonal reduction in raw material inventories at Hylsa and
Galvak produced a small source of funds at the Hylsamex inventory line.

Capital Expenditures: Capital expenditures amounted to US$13 million during 1Q05, similar to the
disbursements made in the same quarter of 2004, and a decrease of USS2 million compared to the
investments made in the previous quarter. Galvak invested USS4 million while Hylsa’s capital
expenditures totaled US$9 million; Hylsa's investments remained focused on normal investments at the
basic steel facilities. Additionally, Hylsa destined funds to increase Pefa Colorada’s pellet feed
capacity.

LiQuiDITY AND CASH RESERVES

Hylsamex continued with its excellent overall liquidity during 1Q05. Strong free cash flow
increased cash reserves, which reached U55217 million as of March 31, 2005, US$82 million more than
the balance of US$135 million at the end of the same quarter of 2004 and US$92 million higher than the
balance of US$125 million at the end of the previous quarter. Hylsa’'s US$60 million Liquidity Facility,
which was obtained to support general corporate purposes and working capital needs, remains unused.

KEY FINANCIAL RATIOS

The significant reduction in net debt achieved during the quarter further improved Hylsamex’s
healthy financial ratios. The Company recorded Net Debt to LTM EBITDA of 0.6x as of the end of 1Q05,
decreasing from the 3.9x and 0.7x observed in the same period of 2004 and the preceding quarter, in
that order. The Interest Coverage ratio (LTM EBITDA to LTM Net Interest Expense) followed a similar
trend: it reached 10.8x as of the end of 1Q05, compared to 2.5x in the same quarter of 2004 and 9.3x
in the previous quarter.

.
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EQUITY INCOME FROM ASSOCIATED COMPANIES (SIDOR)

Hylsamex’s minority stake in Amazonia generated a gain of US$8 million (Ps.93 million) in
1Q05, as compared to the gains of US54 million (Ps.50 million) and US$31 million (Ps.356 million)
recorded in the same quarter of 2004 and in the previous quarter, respectively. The variation versus
the previous quarter was mainly due to extraordinary items (reversal of asset impairment) recorded in
4Q04 and not repeated in the first quarter of 2005, The comparison against the same quarter of 2004
shows similar levels reflecting the continued solid operating performance, as a result of favorable
fundamentals in the global steel market, the company’s position as one of the world’s lowest-cost steel
producers with vertical integration, and its privileged geographic location that allows it to efficiently
supply the domestic and export markets.

OTHER DEVELOPMENTS
. |

HyiLsA TO REFINANCE NoTES DUE 2007

On April 6th, 2005, Hylsamex announced that its subsidiary Hylsa, S.A. de C.V. (“Hylsa”} has
called all of its 9 1/4% 2007 Notes. Hylsa will pay holders of the Notes on May 12th, 2005 approximately
USS$141 million, representing US$139 million in principat and US$2 million in call premium. In addition,
the Company will pay interest accrued as of the payment date. Hylsa will use medium-term bank
financing, obtained at more favorable terms, to carry out the prepayment.

This press release contains forward-looking statements that have been prepared on management'’s best estimates and external
data. These assumptions involve judgments with respect to, among other things, future economic, competitive and financial market
conditions and future business decisions, all of which are difficult or impossible to predict accurately. Hylsamex does not assume
any responsibility for the accuracy of this forward-looking information.
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HYLSAMEX, S.A. DE C.V. AND SUBSIDIARIES
...~ |
Selected Financial Information

(Million Pesos as of March 2005)

1Q 1Q 4Q) Mar] Mar Dec
2005 2004 2004 © 2005} 2004 2004

Income Balance L

Statement Sheet TR
. = ]
Sales Revenue 6,460] 5,371 7,078] Current Assets -11,286| 8,023 10,238
Non-Current Assets | 23,877} 24,276 24,130

Gross Profit 1,859 1,274 2,302 S
Total Assets 135;163| 32,299 34,368

Operating Profit 1,436 920 1,891 S
Current Liabilities - 4,531] 4,824 4,573

Non-Current o
CFR (146) 19 (14)} Liabilities 11,065] 15,857 11,095
Equity in subsidiary 93 50 356| Total Liabilities 15,596] 20,681 15,668

Consolidated Ll
Net Earnings 1,071 732 2,676] Stockholders Equity | 19,567] 11,618 18,700

Majority Net B
Earnings 1,032 711 2,678] Majority Interest 17,470 9,623 16,639

Operating and Financial Indicators

Income Balance
Statement Sheet
Shipments " Net debt R
(‘000 tons) 746 788 765] (Ps. million) - 5,170§ 11,197 6,203
Net debt L
(USS miltion) o458 962 546
Exports (%) 25.3] 20.0 235 S
Revenue/ton 8,665 6,816 9,255] Netdebttoequity | 0.26] 0.96 0.33
Cash cost/ton 5,667 4,741 5,783 B
Current Ratio ©2.49 1.51 2.24
Gross margin (%) 28.8] 23.8 32.5] B. Vvalue/ADS 172.54] 114.04 164.33
Operating margin (%)| 22.2| 17.1  26.7 Lo
EBITDA margin (%) 28.0} 23.8 31.7] Interest Coveraget|] - : -
Last 12 months ©10.80] 2.55 9.25
Earnings per ADS 10.19] 8.43 26.46] Quarterly ©10.29] 4.85 10.80
* Based on ADS & majority net income 1 (EBITDA) /(Financial Expenses, net)
** Monthly figures translated into dotlars at the average  Stock price at the end of each quarter:
exchange rate of each month Ps.37.10 at Mar/31/05, Ps.11.42 at Mar/31/03

and Ps.33.99 at Dec/31/04
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ASSETS

Current Assets:

Cash and temporary
investments

Cash restricted

Trade accounts receivable
Other accounts receivable
Inventories

Total current assets

Investment in shares of
Associated Company

Property, Plant and Equipment
Deferred Charges

Deferred Tax

Other Asset

TOTAL ASSETS

Hybayi

HYLSAMEX, S.A. DE C.V. AND SUBSIDIARIES

L ______________________________ ]
Consolidated Balance Sheet
At March 31, 2005, with comparative figures for 2004
(Million Pesos as of March 2005)

2005

1,165

20,726

1,567

73

2004

685

21,447

1,759

52

LIABILITIES & EQUITY

Current Liabilities:

Current portion of long term
debt

Short-term affiliated Co.

Bank loans

Accrued interest payable
Accounts payable and accrued
expenses

Total current liabilities

Long-Term Liabilities:
Long-term debt

Long-term affiliated Co.
Deferred taxes

Estimated liabilities for
seniority premiums and pension
plan

Total long-term liabilities
TOTAL LIABILITIES
Stockholders’ Equity:
Nominal capital stock
Restatement of capital stock
Other contributed capital
Contributed capital

Earned surplus

Total majority interest
Minority interest

TOTAL STOCKHOLDERS'
EQUITY

TOTAL LIABILITIES AND
STOCKHOLDERS' EQUITY

Majority interest per share
Majority interest per ADS/GDS

www.hylsamex.com

2005

S 575

28.7570
172.5420

2004

S 1,321

19.0060
114.0358
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HYLSAMEX, S.A. DE C.V. AND SUBSIDIARIES
. ]

Consolidated Statement of Income
For the period ended March 31, 2005, with comparative figures for 2004
(Million Pesos as of March 2005)

2005 2004
Net sales S 6,460 S 5371
Cost of sales {4,601) {(4,097)
Grossprofit | vesy | 274
Operating expenses (423) (354)
Operating income | 1 ,436 ----------- 9 20
Comprehensive financing (expenses) income, net (146) 19
Other income and special items, net 9 (28)
Equity in income (loss) of associated company 93 50
income (loss) before the following provisions | 1 ,392 ----------- 9 61
Provisions for:
Income tax, assets tax and deferred tax (321) (223)
Employees’ profit sharing (6)
Consolidated net income (loss)y | 1,071 732
Net (income) loss corresponding to minority interest (39) (21)
Net income (loss) corresponding to majority interest $ ----- 1,032 $711
Net majority income (loss) per share 1.6981 1.4045
Net majority income (loss) per ADS/GDS 10.1885 8.4271

15
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HYLSAMEX, S.A. DE C.V. AND SUBSIDIARIES
L.~~~ ]

Consolidated Statement of Changes in the Financial Position
For the period ended March 31, 2005, with comparative figures for 2004
(Million Pesos as of March 2005)

2005 2004

Operations: ‘
Income before extraordinary items S 1,071 S 732
items not affecting resources:

Depreciation and amortization 376 361

Equity in income (loss) of associated company ' (93) {50)

Deferred taxes 36 140

Other, net 41) 33

1,349 1,216

Changes in working capital other than financing:

Accounts receivable 13 (514)

Inventories 77 (108)

Liabilities for seniority premiums and pension plan

Accounts payable and accrued expenses (276) 464

(186) {158)

Resources provided by operations 1,163 1,058
Financing:

Loans received 45 54

Repayment of loans (51) (400)

Financing with affiliated companies (4)

Increase in capital stock

Increase in minority interest (6) (13)

Dividends (declared) received
Resources provided by financing activities (12) (363)
Investment:

Property, plant and equipment, net (106) (104)

Deferred charges (22) (37)

Other assets (1) (2)
Resources used in investment activities (129) (143)
Increase (decrease) in cash and cash equivalents 1,022 552
Cash and cash equivalents to companies
Cash and cash equivalents at beginning of the period 1,425 1,017
Cash and cash equivalents at end of the period S 2,447 3 1,569
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HylsameX, S.A.de C.V.
1 File No. 82-4252

El Acerq de México®

Abril 20, 2005

Para mayor informacion:

Othon Diaz Del Guante +(52) 81-8865-1240 odiaz@hylsamex.com.mx
Ismael De La Garza +(52) 81-8865-1224 idelagarza@hylsamex.com.mx
Kevin Kirkeby +(646) 284-9416 kkirkeby@hfecg.com

Resultados al Primer Trimestre 2005

La informacién contenida en este reporte estd basada en informacion financiera no auditada, y se presenta en pesos constantes
(Ps. ) con poder adquisitivo del 31 de marzo del afio 2005 y en toneladas métricas. Cifras del estado de resultados y el flujo de
efectivo se convirtieron a délares (US5) utilizando el tipo de cambio promedio de cada mes, mientras que cuentas del balance se
convirtieron con el tipo de cambio de fin de periodo.

HECHOS SOBRESALIENTES
L . .. ]
e Hylsamex registré un sélido volumen de ventas en 1T05, empujado por un crecimiento de 20% en
las exportaciones contra el mismo trimestre de 2004. Los embarques alcanzaron 745,500 toneladas

en 1T05, 5% y 3% por debajo del mismo trimestre de 2004 y el trimestre anterior, respectivamente,
debido a estacionalidad del primer trimestre y un programa de mantenimiento.

o Los ingresos totalizaron US$573 millones en 1T05. El ingreso por tonelada alcanzo US$769/tonelada
en 1705, que representa un aumento de 31% en relacion al mismo periodo de 2004 y una ligera
disminucion de 4% contra el trimestre previo. La ligera disminucion versus el periodo anterior
resultd de un cambio desfavorable en mezcla por la mayor exportacion, y una reduccion en los
precios domésticos de productos largos.

o El costo alcanzd US$548/tonelada en 1705, 23% mayor que el USS446/tonelada obtenido en el
mismo trimestre de 2004 y 1% mas que el US$543/tonelada registrado en el trimestre anterior. La
Compaiia ha logrado atenuar significativamente los aumentos en costos de materias primas que
han afectado a la industria del acero en general.

s En 1T05, Hylsamex generd EBITDA de US$161 mitlones, 46% mayor que el EBITDA de US$110
millones de 1T04. El margen de EBITDA alcanzé 28% en 1T05.

+ El EBITDA por tonelada alcanzé US$216/tonelada en 1T05, un aumento de 54% en relacion al
US$140/tonelada logrado en el mismo trimestre de 2004 y una disminucion de 15% comparado al
USS255/tonelada generado en el trimestre anterior.

« El flujo de efectivo libre de US$100 millones durante 1705 ilevé a una reduccion en el
apalancamiento: la deuda neta de caja disminuy6 US$88 millones durante el trimestre para un
saldo de USS458 millones. Las reservas de efectivo alcanzaron US$217 millones, un aumento de
US592 millones desde el final de 2004. La Deuda Neta a EBITDA U12M fue de 0.6x en 1T05; la
Cobertura de Intereses U12M mejoro a 10.8x.

» la utilidad neta para 1705 sumo US$95 millones (Ps.1,071 millones), aumentando 51% en relacion a
la utilidad neta de USS$63 millones (Ps.732 millones) reportada en el mismo periodo de 2004, y
disminuyendo 59% de la utilidad neta de US5234 millones (Ps.2,676 millones) del trimestre anterior.
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RESUMEN

EBITDA Trimestral Durante el primer trimestre de 2005, Hylsamex
(USS Millones) continud produciendo excelentes resultados en términos de
o flujo de efectivo de operacién. La Compahia registré EBITDA

240 -1 . de USS161 millones en 1T05, un aumento de 46% en relacidon
2004 e Al al EBITDA de US$110 millones generado en el mismo
| 161 trimestre de 2004. Hylsamex continlia capitalizando las
1601 At ] tendencias favorables en la industrial global del acero, su
1204 _ B v integracion verticat y su moderna planta productiva.
804- Lo T El flujo de efectivo libre de Hylsamex alcanz6 US$100
1 - ' 11 millones en 1705, més de dos veces la cifra de US$49
40+ ﬂ”ﬂ”ﬂﬂﬂ T TE millones generada en el mismo trimestre de 2004. Este
0 ﬂ ININERERERENERE 1 aumento significativo en el flujo de efectivo libre resulto de

1T 2T 3T 4T 1T 2T 3T 4T 1T 27'37'47'17' una solida generacion de EBITDA, aunada a inversiones en

02 02 02 02 03 03 03 03 04 04 04 0405  activo fijo y requerimientos de capital de trabajo moderados.
Adicionalmente, una tendencia a la baja en los gastos financieros como resultado del proceso de
desapalancamiento llevado a cabo en 2004, ha causado una reduccion significativa en la carga
financiera de Hylsamex, realzando el flujo de efectivo libre.

Los margenes de utilidad de la Compania han experimentado una disminucion relativamente
pequefa, en comparacion al trimestre anterior. Dos razones explican esta disminucién. En primer
lugar, el volumen de ventas bajo, principalmente a causa del programa de mantenimiento en el
minimill de la Division Aceros Planos durante enero, que redujo la produccion en 30 mil toneladas.
Ademas, los vollimenes domésticos lucen menores porque tradicionalmente el primer trimestre del afio
es menos dinamico y este ano en particular Semana Santa ocurrié a fines de marzo. En segundo lugar,
como resultado de una mayor exportacion y menores precios domésticos de productos largos, el ingreso
por tonelada de Hylsamex retrocedid 4% comparado al trimestre anterior. Los fundamentales
observados en la industria global del acero y las economias del mundo, asi como el robusto modelo de
operacion de Hylsamex, han permitido que la Compafia muestre niveles atractivos de rentabilidad.

Ingreso y Costo Erogable por Tonelada Yolumen de Ventas
(USS/tonetada) (000 Toneladas)
800 769 800
700 700
600 Ingreso por Tonetada . 600| 4 e
503 y
500 500
400| ; 400]- ¢ ¢
300 Costo Erogablg por Tonelada‘ 300
200 ' 200
1T 3T 1T 3T 1T 3T 1T 3T 1T 1T 3T 1T 3T 1T 3T 1T 3T 1T
01 01 02 02 03 03 04 04 05 01 01 02 02 03 03 04 04 05

La industria global del acero continta atravesando un periodo extraordinario. Durante 1T05, los
productores de acero alrededor det mundo aceptaron aumentos récord en el costo de sus materias
primas. Por ejemplo, en 2005 los precios contractuales para el pelet de mineral de hierro aumentaron
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86% mientras que el carbén coquizable subié 119%'. Mientras que Hylsamex permanece sin impacto
alguno por estos aumentos de costos gracias a su integracion vertical, estos mayores costos podrian
proporcionar un soporte adicional a los precios del acero. Adicionalmente, la industria ha visto algunos
de los beneficios de la consolidacion -que todavia se encuentra en una etapa inicial- ya que algunos
grandes productores en paises desarrollados empiezan a favorecer precios en lugar de volumenes,
enfocandose méas a administrar a produccion y los niveles de inventarios para mantener los precios.

En la regién de NAFTA, varios factores clave determinaran los precios del acero en el corto
plazo. El importante flujo de importaciones hacia E.U. observado en la segunda mitad de 2004 se
redujo durante 1T05. Al subir los precios en Asia y bajar en E.U. durante el trimestre, las
oportunidades de arbitraje disminuyeron. La debilidad del délar estadounidense y los altos costos de
transportacion también desalentaron la importacién. Al mismo tiempo, los inventarios de acero en la
region de NAFTA permanecieron altos porque los consumidores habian creado reservas en los Gltimos
meses de 2004. Cuando el exceso de inventarios sea consumido, la demanda de acero podra rebotar.
Los precios de la chatarra cayeron ligeramente durante el trimestre, pero a un precio promedio de
USS$198/tonelada para 1T05, continuaron por encima de los niveles historicos?.

La administracién de Hylsamex contempla inversiones en activo fijo de hasta US$100 millones
en 2005. Aproximadamente 30% serian dirigidas a inversiones normales, que consisten de reemplazo de
equipo, preparacion de minas y proyectos de conservacion de energia y sustitucion de energéticos. El
resto seria orientado a inversiones estratégicas para aumentar la capacidad de procesamiento v la red
de distribucion de la Compaiiia. Las inversiones estratégicas estan sujetas a la aprobacion del Consejo.
Ademas, la Compania planea buscar la aprobacion del Consejo y comenzar la construccion de su
primera planta a escala industrial Molten lron Process ® (“MIP”") durante la segunda mitad de 2005. La
planta MIP esta dirigida a reducir la exposicion al gas natural. La planta tendra una capacidad de
produccion anual de 250 mil toneladas de hierro fundido, con una inversion inicial de aproximadamente
US$40 millones.

Hylsamex permanece prudentemente optimista para lo que resta de 2005. La Compaiiia esta
bien posicionada para capitalizar las tendencias existentes de la industria, tanto en términos de precios
como en voltiimenes. En relacion a los volimenes, la Compaiia esta observando continuidad en el
dinamismo del sector de la construccion en México, y esta encontrando oportunidades de exportacién a
precios atractivos. Ademas se espera una estabilidad en margenes, considerando la integracién vertical
de Hylsamex que la protege de impactos en costos de materias primas, asi como el programa efectivo
de coberturas de gas natural que atenlia aumentos potenciales en los precios de energéticos.

Las tendencias de oferta y demanda en economias relevantes como las de China y E.U., asi
como el costo de energéticos, permanecen como variables importantes que pueden afectar el
desempeno futuro de la Compaiiia.

FLUJO DE EFECTIVO LIBRE
L.~~~ "~ ]

Hylsamex gener6 un flujo de efectivo libre de US$100 millones en 1T05, mas de dos veces los
USS49 millones registrados en el mismo trimestre de 2004, pero debajo de los US$128 millones
obtenidos en el trimestre anterior. Menores gastos financieros y requerimientos de capital de trabajo
realzaron la generacion de flujo de efectivo libre en 1T05. Como resultado de la mejora en
rentabilidad, Hylsamex realizo mayores pagos de impuestos en 1T05 porque la Compaiiia comenzo a
hacer pagos provisionales de impuesto sobre la renta. Sin embargo, con la utilizacion de créditos del

! Referencias: precio contractual de CVRD para pélet de mineral de hierro; precio contractual a Japon de BHP para carbon
coquizable.
2 precio de chatarra “Heavy Melting #1", promedio de Pittsburgh, Chicago y Philadelphia; American Metal Market.

[y
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impuesto al activo en la declaracién anual de 2005, la carga fiscal de 2005 de la Compaiia se reducira
en inicios de 2006 a través de una devolucion de impuestos.

Hylsamex:S.A..
USS Milloness

de C.V. & Subs.

1705 1T04 4T04

EBITDA 161 110 195
(+) Alfa Pago Corporativo (1) 8 0 8
(-) Impuestos Pagados (19) (10) (7
(-) Gasto Financiero Neto (16) (23) (18)
(-) Capital de Trabajo Neto (23) (15) (34)
(-) Inversiones Activo Fijo (13) (13) (15)

(=) Flujo:de-Efectivo:Libre=

(1) Para proveer comparabilidad, el pago corporativo se adiciona.

Durante 1T05, Hylsamex generd suficiente flujo de efectivo libre para realizar el pago de
dividendo por US$100 millones el 13 de abril de 2005.

VOLUMEN DE VENTAS

Hylsamex registré un volumen de ventas de 745,500 Embarques

toneladas durante 1T05, 5% o 42,300 toneladas menores (‘000 toneladas)
que las 787,800 toneladas del mismo trimestre de 2004 y
3% 0 19,300 toneladas menores que las 764,800 toneladas 788 765 746

del trimestre previo. La disminucion contra el trimestre
previo se debe principalmente a menores ventas de
alambroén y productos planos (incluye productos recubiertos
y tubulares). La ligera baja en volimenes de productos
planos resultd del programa de mantenimiento llevado a
cabo durante enero. Una menor venta de palanquilla, un
producto semi-terminado, y alambrdn causo la mayoria de
ta reduccion en volumen en la comparacion con el mismo
trimestre de 2004.

Exp

Dom

1704 4T04 1705

El volumen de ventas doméstico totalizo 556,600 toneladas en 1705, 12% o 73,200 toneladas
menor que las 629,800 toneladas del mismo trimestre de 2004 y 5% o 28,200 toneladas menor que las
584,800 toneladas del trimestre anterior. Ambas disminuciones
] fueron causadas principalmente por menor tonelaje vendido de
(USS Millones) productos planos y alambrén. La reduccién contra el mismo
trimestre de 2004 también fue causada por menores voliUmenes
de palanquilla. La demanda doméstica para los productos de
Hylsamex permanece solida; durante 1705, los volimenes
domésticos lucen menores porque tradicionalmente el primer
trimestre del afo es menos dinamico y este afio en particular
Semana Santa ocurrid a fines de marzo en lugar de abril.

Ingreso Exportacion

153

92

Hylsamex registr6 un sélido volumen de exportacion de
nuevo en 1T05, empujado principalmente por un fuerte
aumento en la exportacion de productos planos durante marzo.
Hylsamex ha visto un alza en la demanda de acero plano de
varios paises asiaticos y la region de NAFTA. La Companiia
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continta percibiendo oportunidades de exportacion con precios atractivos para los siguientes meses. La
Division Aceros Planos opera el Molino #1 para completar la mayoria de estas ordenes de exportacién.

Las exportaciones en 1T05 alcanzaron 188,900 toneladas, 20% o 30,900 toneladas superiores a
las 158,000 toneladas exportadas en el mismo trimestre de 2004 y 5% o 8,900 toneladas mayores que
las 180,000 toneladas del trimestre anterior. Las variaciones se explican principalmente por cambios en
el volumen de exportacion de productos planos, que aumento6 23% o 31,400 toneladas en relacion al
mismo trimestre de 2004 reflejando una demanda de acero robusta a nivel mundial, y crecieron 9% o
14,300 toneladas contra el trimestre anterior. Los precios de exportacion en 1705 calculados en délares
nominales aumentaron 35% contra el mismo trimestre de 2004 pero disminuyeron 6% comparados con el
trimestre anterior. La ultima cifra se debio a una ligera reduccion en los precios internacionales,
especialmente los precios en E.U., mientras que la primera result6 de la tendencia positiva en los
precios internacionales del acero en el afo. Con el impulso de fuertes volimenes y precios, Hylsamex
genero ingresos de exportacion de US$148 millones en 1T05, 61% mayor que el ingreso de exportacion
obtenido en el mismo trimestre de 2004 y 3% menor al registrado en el trimestre previo.

INGRESO

Hylsamex registrd una sélida generacion de ingresos en 1705. Hylsamex tuvo ingresos por
US$573 millones (Ps.6,460 millones) en 1T05, 24% mayores que los USS461 millones (Ps.5,371 millones)
alcanzados en el mismo trimestre de 2004 y 7% menores que los US$S615 millones (Ps.7,078 millones)
obtenidos en el trimestre anterior. Comparadao al trimestre anterior, se observé una ligera disminucién
debido a un menor volumen de ventas y una pequena reduccion en el ingreso por tonelada.

El ingreso por tonelada de Hylsamex en 1T05 alcanzd US$769/tonelada, que consiste de un
precio promedio de acero de US$732/tonelada y de un US$37/tonelada de contribucion de otros
ingresos relacionados con el acero. El ingreso por tonelada de Hylsamex de US$769/tonelada para 1705
representa un notable aumento de 31% o US$184/tonelada en relacion al US$585/tonelada logrado en
el mismo trimestre de 2004 y refleja una ligera disminucion de 4% o US$35/tonelada comparado con el
USS$804/tonelada obtenido en el trimestre previo. Hylsamex registré un excelente nivel de precios en
casi todas las categorias de productos, pero se observé una ligera reduccion en el ingreso por tonelada
en relacion al trimestre anterior. La ligera reduccion fue causada principalmente por tres factores: una
mezcla de productos menos rica debido a mayores exportaciones, una disminucion marginal en el
ingreso de exportacion originada por menores precios en E.U. durante el trimestre, y menores precios
de productos largos en el mercado Mexicano.

ons s. ons s, ons s,
Mercado Doméstico 556.6 4,793.2 629.8 4,300.2 584.8 5,321.4 |
Mercado Exportacion 188.9 1,666.5 158.0 1,070.3 180.0 1,757.0 |
Total 745.5 6,459.7 787.8 5,370.5 764.8 7,078.7]

COSTO DE VENTAS

Hylsamex continta operando a altos niveles de utilizacion para hacer frente a una fuerte
demanda de acero. En 1705, la ventaja en costo de Hylsamex por su integracion vertical persistio,
permitiendo a la Compania registrar solamente un aumento ligero en su costo por tonelada en
comparacion al trimestre anterior. La Compaiiia sigue produciendao fierro esponja a capacidad maxima,
suministrando 100% de los requerimientos de mineral de hierro desde sus propias minas.
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Como una sefal de una demanda que permanece robusta, el Molino #1 de la Divisidn Aceros
Planos (la planta principal de productos planos utilizada antes de la modernizacidn de mediados de los
1990s) produjo 121,700 toneladas durante 1705, el nivel de produccién mas alto desde el segundo
trimestre de 2000. El Molino #1 le permitio a Hylsamex aprovechar las oportunidades de exportacion y
compensar parcialmente las 30 mil toneladas de produccién perdidas por el programa de
mantenimiento del minimill, llevado a cabo durante enero. La produccién en el Molino #1 es
totalmente en una base de costo variable (v.g. no se incide en costos fijos) y se arranca y se detiene
facilmente cuando se requiere.

En 1T05, Hylsamex incurrid en costos de chatarra similares al trimestre anterior, con una
reduccion en el costo de la chatarra importada. El mercado de chatarra permanecié apretado durante
1705, con los precios de chatarra en E.U. oscilando alrededor de US$200/tonelada. En lo que va de
2705, al 15 de abril de 2005, el precio de la chatarra se sitia en USS216/tonelada. Como resultado de
un alto precio de la chatarra y a pesar del alto costo del gas natural, la competitividad de Hylsamex
basada en el fierro esponja persistio y la produccion de fierro esponja continuo. En 1705, Hylsamex
utilizd 2% menos fierro esponja que en el trimestre anterior. La Compaiia llevo a cabo un programa de
mantenimiento en la planta de fierro esponja en Puebla durante el trimestre. El paro fue programado
durante el invierno, cuando los precios de gas natural normalmente son mas altos, para disminuir el
consumo de este hidrocarburo.

El costo de ventas para 1T05 totalizo US$408 millones (Ps.4,601 millones), 16% superior a los
US$352 millones (Ps.4,097 millones) registrados en el mismo trimestre de 2004 y 2% menor que los
USS$415 millones (Ps.4,776 millones) del trimestre anterior. La disminucién en el costo de ventas versus
el trimestre anterior ocurrié principalmente por un menor volumen de ventas. El incremento contra el
mismo trimestre de 2004 resultd de aumentos en el costo de la chatarra, energéticos y acero comprado
a terceros para las operaciones de recubiertos.

El costo por tonelada para 1T05 llegd a USS548/tonelada, US$102/tonelada o 23% mayor que el
USS$446/tonelada alcanzado en el mismo trimestre de 2004 y US$5/tonelada o 1% superior al
USS543/tonelada registrado en el trimestre anterior. El costo por tonelada aumentd US$102/tonelada
versus el mismo trimestre de 2004 y se explica por aumentos de US581/tonelada y US521/tonelada en
el costo variable y fijo por tonelada, respectivamente. El aumento en el costo variable fue causado por
mayores costos de energéticos y de la chatarra, asi como mayor costo del acero comprado a terceros
para las operaciones de recubiertos. El aumento en el costo fijo por tonelada fue producido por gastos
de mantenimiento mayores en 1T05 y un menor prorrateo de costos fijos causado por menor volumen
de ventas. El aumento de USS$5/tonelada en el costo por tonelada contra el trimestre anterior fue
causado en su totalidad per un incremento en el costo variable, porque el costo fijo por tonelada
permanecio sin cambios. El mayor costo de la electricidad y mayor costo por acero comprado a
terceros explican el aumento en et costo variable. En seguida se presenta una explicacion del
comportamiento durante el trimestre de los elementos importantes del costo de ventas:

Energéticos: El costo efectivo de gas natural para Hylsamex Insumos Energéticos
durante 1T05 alcanzo6 USS5.32/MMBtu (que corresponde a un Precios Trimestrales
precio de referencia promedio de US$5.77/MMBtuen el surde 7.0y~ . -

Texas), cifra que es 3% mayor que el USS5.15/MMBtu registrado ¢ o
en el mismo trimestre de 2004 y 6% menor al USS$5.64/MMBtu
observado en el trimestre anterior. Los ahorros contra los >.0
precios de mercado son el resultado del programa existente de 4.0}~ !

coberturas financieras. La Compaiia continuamente esta 3.0 |7
monitoreando y estudiando el mercado de gas natural para o _
administrar su exposicion a este insumo. A la fecha de este 2.0

1T 2T 37 4T 1T 2T 3T 4T 1T 2T 3T 4T 1T
reporte, las coberturas de gas natural comprenden las 02 02 02 02 03 03 03 03 04 04 04 04 05

siguientes posiciones: == (Gas Natural Sur de Texas

=m= Flectricidad (US¢/KWh)

wmm Costo Efectivo Gas Natural
Hylsamex (USS$/MMBtu)
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e El precio de sur de Texas para abril de 2005 fue fijado en US$6.65/MMBtu. Como resultado de las
coberturas financieras existentes, el costo para Hylsamex de los primeros 200 contratos de
consumo de gas natural en este mes sera aproximadamente US$5.005/MMBtu. El consumo de abril
en exceso de 200 contratos tendra un costo a precio de mercado.

e Abril a diciembre de 2005: 32% de las necesidades cubiertas con un swap a US$4.28/MMBtu, con un
techo en US$6.70/MMBtu. ,

e Abril a agosto de 2005: un 32% adicional de los requerimientos cubiertos con un swap a
USS$5.86/MMBtu. Cuando el precio de mercado fluctle entre US$4.50/MMBtu y USS$5.73/MMBtu, la
Compania pagara el precio de mercado prevaleciente mas USS0.13/MMBtu. El swap tiene un techo
en USS7.70/MMBtu.

+ Septiembre a diciembre de 2005: un 32% adicional de los requerimientos cubiertos con un swap a
USS$5.73/MMBtu. Cuando el precio de mercado fluctte entre US$4.90/MMBtu y USS$5.73/MMBtu, la
Compaiiia pagara el precio de mercado prevaleciente. El swap tiene un techo en US$7.70/MMBtu.

La grafica adyacente describe el costo de gas Costo Gas Natural May-Dic 2005
natural de Hylsamex de mayo a diciembre de (con coberturas) .
2005, incluyendo el efecto combinado de las 8.00 Cé’;{,‘;,’i‘;‘ras
coberturas financieras mencionadas arriba. La 2
grafica también muestra el precio promedio y g 7.00 Costo
alto-bajo de futuros de mayo a diciembre de % L Hylsamex
2005, al cierre de los precios de futuros del 18 de 32 6.00 ,r’
abril de 2005.
§ 5.00 o~

2007 z
La Compafia vendid un swaption a & 4.00
USS4.20/MMBtu por 32% de los requerimientos Z
del afo. 3.00°

3.00 4.00 5.00 6.00 7.00 8.00
Nota: Mientras que algunas de las coberturas Precio Sur de Texas USS/MMBtu
financieras de la Compaiia estan referenciadas al =mm May-Dic 2005 Precio Promedio Futuros
precio del gas natural de NYMEX, todas las mms May-Dic 2005 Rango Alto-Bajo Precio Futuros

coberturas financieras de la Compafiia descritas arriba se muestran a su precio equivalente del Sur de
Texas, que en 2004 fue USS$0.30/MMBtu menor que el precio de NYMEX, en promedio.

El costo de la electricidad para 1T05 fue de US¢4.73/Kwh, 19% mas alto que el US¢3.96/Kwh
registrado en el mismo trimestre de 2004 y 4% mayor que el US¢4.56/Kwh observado en el trimestre
anterior. La variacion contra ambos trimestres fue causada por las alzas en los precios internacionales
de los hidrocarburos.

Carga Metalica: El costo ponderado de la carga metalica en 1705 aumentd US$39/tonelada con
respecto al mismo trimestre de 2004 y fue US$10/tonelada menor al obtenido en el trimestre anterior.
En la comparacion contra el mismo trimestre de 2004, el aumento en el costo de la carga metalica fue
atribuido esencialmente a un mayor costo de la chatarra doméstica y en menor grado a un aumento en
el costo del fierro esponja. La caida en el costo de ta carga metalica versus el trimestre anterior
resulto de un menor costo de la chatarra importada y una ligera disminucion en el costo del fierro
esponja.

En 1705, el costo del fierro esponja aumento USS15/tonelada contra el mismo trimestre de
2004, y disminuy0 ligeramente US$5/tonelada versus el trimestre anterior. La baja volatilidad se debe
a la estabilidad relativa en el costo del gas natural para Hylsamex, que permaneci6 alrededor de
USS5.50/MMBtu en 2004, en parte como resultado de la estrategia de cobertura de la Compariia. Desde
fines de 2003, el fierro esponja ha recuperado su competitividad comparado con la chatarra, debid