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INTRODUCTION

Grupo Casa Saba, S.A.B. de C.V. is a limited liability stock corporation with variable capital, or sociedad an6nima
bursatil de capital variable, organized under the laws of the United Mexican States, or Mexico, and is a holding
company that conducts substantially all of its operations through subsidiaries. In this annual report, except when
indicated or the context otherwise requires, the words “Grupo Casa Saba”, “the Group”, “the Company”, “we”, “us”, “our
“ours” refer to Grupo Casa Saba, S.A.B. de C.V. and its consolidated subsidiaries. Each subsidiary of Grupo Casa Saba

is an independent legal entity with its own accounting, corporate structure and records, executives and
employees. References in this annual report to divisions are to combinations of various subsidiaries that have been

grouped together for management and presentation purposes.

This annual report contains translations of certain constant Mexican Peso amounts into U.S. Dollars at specified rates
solely for the convenience of the reader. These convenience translations should not be construed as representations
that the constant Peso amounts actually represent such U.S. Dollar amounts or could be converted into U.S. Dollars at
the rate indicated or at all. The exchange rates used in preparing our consolidated financial statements and in
preparing convenience translations of such information into U.S. Dollars are determined by reference as of the
specified date to the rate of Mexican Pesos per U.S. Dollar reported by the Banco de México, or the Mexican Central
Bank, in the Diario Oficial de la Federacion, or the Official Gazette of the Federation. As of December 31, 2009, the
Mexican Pesos per U.S. Dollar exchange rate, as reported by the Mexican Central Bank in the Official Gazette of the
Federation, was Ps. 13.0437 to one U.S. Dollar. See “Item 3. Key Information—Exchange Rate Information”.

Unless otherwise specified, information included in this annual report is as of December 31, 2009. References to “Ps.”

or “Pesos” in this annual report are Mexican Pesos, references to “R$” or “Reals” are to Brazilian Reals, and references to
“Dollars,” “U.S. Dollars,” “$” or “U.S.$” are to United States Dollars. Certain amounts included in this annual report may no
sum due to rounding.

MARKET SHARE AND OTHER INFORMATION

Market share information for our private sector pharmaceutical sales is based on statistics provided exclusively to us
by IMS A.G., known internationally as IMS Health, the statistics provided by the Associagc@o Brasileira de Redes de
Farmidcias e Drogarias, the Brazilian Association of Pharmacy and Drugstore Networks, or Abrafarma, and our own
Company estimates.

INTELLECTUAL PROPERTY

This annual report includes names of certain products, trade names and brand names which constitute trademarks that
we own or license. This annual report also contains other brand names, trade names, trademarks or service marks of
other companies, and these brand names, trade names, trademarks or service marks are the property of those
companies.

FORWARD-LOOKING STATEMENTS

Some written information and oral statements made or incorporated by reference from time to time by us or our
representatives in this annual report, other reports, filings with the Securities and Exchange Commission, or the SEC,
press releases, conferences, or otherwise, are “forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-looking statements, which are subject to various risks and uncertainties,
include, without limitation, any statement that may predict, forecast, indicate, or imply future results, performance, or

LR N3 LR N3 LR I3

achievement, and may contain forward-looking terminology such as “anticipate”, “believe”, “continue”, “expect”, “estimat
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“project”, “potential”, “should”, “could”, “assume”, “intend”, “will”, “will likely result”, “may”, “plan”, or words or phra
meaning that are predictions or indicative of future events and future trends. These statements are contained in the

sections entitled “Item 3. Key Information—Risk Factors”, “Item 4. Information on the Company”, “Item 5. Operating
Financial Review and Prospects” and other sections of this annual report.

Forward-looking statements reflect our best assessment at the time and thus involve risks and uncertainties because
they relate to events and depend on circumstances that may or may not occur in the future.
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We caution you that forward-looking statements are not guarantees of future performance and that our actual results of
operation, financial condition and the development of the industries in which we operate may differ materially from
those made in or suggested by the forward-looking statements. Therefore, these forward-looking statements are
qualified by reference to the cautionary statements set forth in this annual report.

The risks and uncertainties involved in the forward-looking statements are detailed from time to time in reports we file
with the SEC and include, among others, the following:

International, national and local general economic and market conditions, inflation and interest rate movements;
The overall size and growth of the Mexican and Brazilian pharmaceutical markets;
The level of competition among distributors, suppliers and sellers of pharmaceuticals;
Fluctuations and difficulty in forecasting operating results;
Our ability to integrate acquisitions and expansion into new markets;
Our ability to operate our retail pharmacy business efficiently;
Dependence on suppliers and clients;

General risks associated with doing business in Mexico and Brazil, including political and economic instability
and changes in government regulations; and

Other factors referenced in this annual report.

The risks summarized above are not exhaustive. Other sections of this annual report may include additional factors

that could adversely impact our business and financial performance. Moreover, we operate in a very competitive and
rapidly changing environment. New risk factors emerge from time to time and it is not possible for our management

to predict all of these risk factors, nor can it assess the impact of all of these risk factors on our business or the extent

to which any factor, or combination of factors, may cause actual results to differ materially from those contained in

any forward-looking statements. Given these risks and uncertainties, investors and analysts should not place undue
reliance on forward-looking statements as a prediction of actual results. Accordingly, when considering
forward-looking statements, investors and analysts should bear in mind the factors described in “Item 3. Key
Information—Risk Factors” and other cautionary statements appearing in “Item 5. Operating and Financial Review and
Prospects” and elsewhere in this annual report.

The predictive and forward-looking statements in this annual report may never materialize and are made under the
SEC’s disclosure safe harbor. Forward-looking statements speak only as of the date they are made and we do not
undertake any obligation to update them in light of new information or future developments.




Edgar Filing: GRUPO CASA SABA SA DE CV - Form 20-F

Table of Contents

PART I
Item 1. Identity of Directors, Senior Management and Advisers
Not applicable.
Item 2. Offer Statistics and Expected Timetable
Not applicable.
Item 3. Key Information

(a) Selected Financial Data

Our audited consolidated financial statements are prepared in accordance with Mexican Financial Reporting
Standards, or Mexican FRS, which differ in some significant respects from U.S. GAAP. Note 18 to our audited
consolidated financial statements provides a description of the principal differences between Mexican FRS and U.S.
GAAP as they relate to us. Note 19 to our audited consolidated financial statements provides a partial reconciliation
to U.S. GAAP of net income and stockholders’ equity.

We publish our consolidated financial statements in Mexican Pesos.

Through the end of 2007, Bulletin B-10, “Recognition of the impact of inflation on the financial information
(integrated document)” required us to recognize certain effects of inflation in our consolidated financial statements,
including the requirement to restate financial statements from prior periods to constant Pesos as of the end of the most
recent period presented. The method of restatement required us to calculate a restatement factor using a weighted
average rate based upon the Mexican National Consumer Price Index, or NCPI. The recognition of the effects of
inflation through December 31, 2007 principally resulted in the recognition of gains and losses for inflation on
monetary and non-monetary items, which were presented in the financial statements. See Note 2 to our consolidated
financial statements.

Effective January 1, 2008, FRS B-10 “Impact of inflation”, no longer requires us to recognize the effects of inflation
unless the economic environment qualifies as “inflationary”. An economic environment is considered inflationary if the
cumulative inflation rate equals or exceeds an aggregate of 26% over the three preceding years (equivalent to an
average of 8% in each year). Because of the relatively low levels of inflation in Mexico during recent years (3.6% in
2009, 6.5% in 2008, 3.8% in 2007 and 4.1% in 2006), the cumulative inflation rate in Mexico over the three-year
period preceding December 31, 2009 does not qualify the economic environment as inflationary. Additionally, based
on current forecasts, we do not expect the economic environment of Mexico or any other country where we operate to
qualify as inflationary in 2010. These expectations could change depending on actual economic performance.

As a result, we are presenting our 2009 financial statements without inflation accounting. Financial information for
dates and periods prior to January 1, 2008 continue to be expressed in constant Pesos as of December 31, 2007. The
impact of inflation accounting under Mexican FRS has not been reversed in our reconciliation to U.S. GAAP. See
Notes 18 and 19 to our audited consolidated financial statements.
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The information set forth in the following table has been selected from our audited consolidated financial statements
for the periods indicated. This information should be read together with, and it is qualified in its entirety by reference
to, our audited consolidated financial statements, the notes to such financial statements and the information under the
section entitled “Item 5. Operating and Financial Review and Prospects”.

Year ended December 2005 2006 2007 2008 2009 2009 (1)
31

(in thousands of Pesos and U.S. Dollars, except share and per share data)
Income Statement
Mexican FRS:
Net sales 23,615,926 24,486,493 25,259,662 28,400,059 29,791,657 2,283,988
Gross profit 2,436,935 2,420,076 2,484,257 3,065,588 3,225,855 247,311
Operating expenses 1,470,392 1,365,941 1,424,852 2,104,883 2,335,130 179,024
Operating income, net 966,543 1,054,135 1,059,405 960,705 890,725 68,287
Comprehensive cost (1,693) (4,351) 17,848 181,118 262,243 20,105
of financing, net
Other income 42,303 46,331 51,756 58,189 (136,307) (10,450)
(expense) (2)
Income before taxes 1,010,539 1,155,095 1,093,313 897,567 492,175 37,732
and employee profit
sharing
Net income 786,226 916,563 905,087 595,118 280,278 21,487
Net income per 2.96 3.45 341 2.24 1.05 0.08
Ordinary Share (3)
Weighted average 265,419 265,419 265,419 265,419 265,419
Ordinary Shares
outstanding (in
thousands) (3)
U.S. GAAP (4):
Net sales 23,615,926 24,486,493 25,259,662 28,400,059 29,791,657 2,283,988
Gross profit 2,436,935 2,420,076 2,484,257 3,065,588 3,225,855 247,311
Operating income 966,543 1,054,135 1,044,482 963,648 780,648 59,848
Income before taxes 1,009,708 1,155,095 1,078,390 900,510 592,098 45,393
and employee profit
sharing
Net income (4) 751,235 951,554 890,164 598,061 246,582 18,904
Net income per 2.83 3.59 3.35 2.25 0.93 0.07

Ordinary share (3)

11
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Weighted average 265,419 265,419 265,419 265,419 265,419

Ordinary Shares

outstanding (in

thousands) (3)

Balance Sheet Data

Mexican FRS:

Property and 1,150,099 1,198,242 1,269,821 1,404,985 1,355,863 103,948
equipment, net

Total assets 10,616,144 10,778,971 12,039,715 14,647,532 15,087,669 1,156,704
Short-term debt - 17,044 - 271,824 1,491,126 114,318
Long-term debt - - - 1,053,000 891,644 68,358
Capital stock 1,123,764 1,123,764 1,123,764 1,123,764 1,123,764 86,154
Total stockholders’ 4,981,795 5,544,017 6,092,720 6,609,761 6,651,209 509,918
equity (4)

U.S. GAAP (4):

Property and 1,150,099 1,198,242 1,269,821 1,404,985 1,355,863 103,948
equipment, net

Total assets 10,616,144 10,778,971 12,066,643 14,674,460 15,215,597 1,166,512
Short-term debt - 17,044 - 271,824 1,491,126 114,318
Long-term debt - - - 1,053,000 891,644 68,358
Capital stock 1,123,764 1,123,764 1,123,764 1,123,764 1,123,764 86,154
Total stockholders’ 4,973,731 5,570,945 6,091,437 6,586,925 6,728,296 515,827

equity (4)

(1) Peso amounts have been translated into U.S. Dollars solely for the reader’s convenience, at the rate of Ps. 13.0437
per U.S. $1.00, which was the Peso to U.S. Dollar exchange rate as of December 31, 2009, as reported by the Mexican
Central Bank in the Official Gazette of the Federation.
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(2) Other income consists of fees on returned checks, miscellaneous articles and non-taxable items adjustments and
services. See Note 3(k) to our audited consolidated financial statements, for a description of impairment of intangible
assets included as other expenses.

(3) Based on the weighted average number of Ordinary Shares outstanding during each year.

(4) For a discussion of the principal differences between U.S. GAAP and Mexican FRS concerning net income and
total stockholders’ equity as well as a partial reconciliation to U.S. GAAP of net income and total stockholders’ equity,
see Notes 18 and 19 to our audited consolidated financial statements.

(b) Dividends

Under Mexico’s Ley General de Sociedades Mercantiles, or General Corporations Law, 5% of our net income in a
given year must be allocated annually to a legal reserve. This legal reserve must be increased annually until it reaches
20% of our capital stock. After this allocation is made, it is then possible to make additional allocations, such as a
contribution of funds for the payment of dividends or the creation of special reserves, generally, but not necessarily,
upon the recommendation of our Board of Directors. We cannot pay dividends on our shares of capital stock, which
we refer to as Ordinary Shares, unless these allocations are previously made. As of December 31, 2009, we had a
legal reserve of approximately Ps. 224.4 million, which represented approximately 19.98% of our capital stock as of
that date. See Note 12 to our audited consolidated financial statements. Five percent of our net income for the year
ended December 31, 2005 was applied to the legal reserve, and thus our annual shareholder’s meeting held on
April 27, 2006 approved the payment of a dividend in the amount of Ps. 150.0 million (Ps. 160.3 million at fiscal year
end constant Pesos), equivalent to Ps. 0.5651 per Ordinary Share. Five percent of our net income for the year ended
December 31, 2006 was applied to the legal reserve, and thus our annual shareholder’s meeting held on April 26, 2007
approved the payment of a dividend in the amount of Ps. 170.0 million (Ps. 175.3 million at fiscal year end constant
Pesos), equivalent to Ps. 0.6405 per Ordinary Share. Five percent of our net income for the year ended December 31,
2007 was applied to the legal reserve, and thus our annual shareholder’s meeting held on April 29, 2008 approved the
payment of a dividend in the amount of Ps. 170.0 million, the equivalent of Ps. 0.6405 per Ordinary Share. Five
percent of our net income for the year ended December 31, 2008 was applied to the legal reserve, and thus our annual
shareholder’s meeting held on April 30, 2009 approved the payment of a dividend in the amount of Ps. 170.0 million,
the equivalent of Ps. 0.6405 per Ordinary Share. Five percent of our net income for the year ended December 31, 2009
was applied to the legal reserve. At our annual shareholder’s meeting, held on April 30, 2010, our shareholders
resolved not to declare a dividend given the strategic growth alternatives being considered, which may require the use

of the Company’s resources. See “Item 4. Information on the Company—History and Development of the
Company”. Our controlling shareholder has the ability to determine, by means of a shareholder vote, whether we will
declare and pay dividends, in cash or otherwise. See “Item 3. Key Information—Risk Factors—Risk Factors Relating to
Our Securities—Our Controlling Shareholder Has the Ability to Restrict the Payment and Amount of Dividends”. A
determination to declare and pay dividends may depend on the following factors, among others:

the resolution by our shareholders in light of our results, financial condition, cash requirements, future prospects
and other factors deemed relevant by our shareholders for this purpose;

the extent to which we receive cash dividends, advances and other payments from our subsidiaries. We are a
holding company with no significant operating assets other than the ones we own through our subsidiaries. Given
the fact that we receive substantially all of our operating income from our subsidiaries, our ability to meet our
financial obligations, including the payment of dividends, depends significantly on the dividend payments we
receive from our subsidiaries; and

13
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the extent to which we have cash available for distribution after funding our working capital needs, capital
expenditures and investments.

To the extent that we declare and pay dividends on our Ordinary Shares, these dividends are payable to the holders of
our American Depositary Shares, or ADSs. Owners of our ADSs are entitled to receive any dividends payable on the

Ordinary Shares underlying their ADSs. We pay all cash dividends in Pesos, to the depositary of our ADSs, The Bank

of New York. Except as otherwise provided in the Amended and Restated Deposit Agreement pursuant to which our

ADSs are issued, cash dividends received by the depositary are converted by the depositary from Pesos into U.S.

Dollars and, after the deduction or upon payment of the depositary’s expenses, are paid to the holders of ADSs in U.S.
Dollars. No withholding tax applies to dividends on our ADSs paid to individuals and non-residents of Mexico. See

“Item 10. Additional Information—Mexican Tax Considerations—Dividends”.
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(c) Exchange Rate Information

The following table sets forth, for the periods indicated, the high, low, average and period-end free market exchange
rates, as reported by the Board of Governors of the U.S. Federal Reserve Bank of New York for the purchase of U.S.
Dollars, expressed in nominal Pesos per $1.00 U.S. Dollar. The noon buying rate for Pesos on June 15, 2010, was
Ps. 12.58 per U.S. Dollar.

Exchange Rate(1)
Year ended December 31, High Low Average(2) Period End
2005 Ps. 11.41 Ps. 10.41 Ps. 10.89 Ps. 10.63
2006 11.49 10.44 10.91 10.81
2007 11.27 10.67 10.93 10.92
2008 13.94 9.92 11.14 13.83
2009 15.41 12.63 13.50 13.06
2010
Month ended
December 31, 2009 Ps. 13.08 Ps. 12.63 Ps. 12.86 Ps. 13.06
January 30, 2010 13.03 12.65 12.81 13.03
February 28, 2010 13.19 12.76 12.94 12.76
March 31, 2010 12.74 12.30 12.57 12.30
April 30, 2010 12.41 12.16 12.24 12.23
May 31, 2010 13.14 12.27 12.73 12.86
June 15, 2010 12.92 12.58 12.78 12.58

(1) The free market exchange rate is the Noon Buying Rate for Mexican Pesos, as reported by the Board of Governors
of the U.S. Federal Reserve Bank of New York.

(2) Annual average rates reflect the average of month-end rates. Monthly average rates reflect the average of daily
rates.

According to the U.S. Federal Reserve Board, during 2009, the Brazilian real reached a high of $2.4420 Brazilian
Reals per U.S.$1.00 on March 3, 2009, and a low of $1.6995 Brazilian Reals per U.S. $1.00 on November 9, 2009. On
December 31, 2009, the exchange rate was Ps. 7.48 per $1.00 Brazilian Real, as published by Mexico’s Central Bank,
Banco de Mexico.

(d) Risk Factors
For purposes of this section, when we state that a risk, uncertainty or problem may, could or would have an “adverse
effect” on us, we mean that the risk, uncertainty or problem may, could or would have an adverse effect on our

business, financial condition, liquidity, results of operations or prospects, except where otherwise indicated or as the
context may otherwise require.
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The risks described below are intended to highlight risks that are specific to us, but are not the only risks that we
face. Additional risks and uncertainties, including those generally affecting the industries in which we operate and the
countries where we have a presence, risks that we currently deem immaterial or other unforeseeable risks, may also
impair our business.

The information in this annual report includes forward-looking statements that involve risks and uncertainties. Our
actual results could differ materially from those anticipated in these forward-looking statements as a result of
numerous factors, including, without limitation, those described in this section, under the sections entitled
“Item 4. Information on the Company” and “Item 5. Operating and Financial Review and Prospects” or elsewhere in this
annual report. Please see “Forward-Looking Statements”.
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Risk Factors Related to the Company

We Participate in Competitive Markets and Increased Competition May Adversely Affect Our Business. We face
competition in the distribution of pharmaceuticals, health, beauty aids and consumer goods, publications, general
merchandise and other products. In our Pharmaceutical Products business division, we face competition primarily
from Mexico’s only other national distributor, Nacional de Drogas, S.A. de C.V., or Nadro, and several regional
distributors. In our Health, Beauty Aids and Consumer Goods, Publications and General Merchandise and Other
Products business divisions, we compete with many manufacturers, wholesalers and distributors that target the same
markets that we do.

The retail pharmacy markets in Mexico and Brazil are very fragmented. In Mexico, we face competition from other
large pharmacy chains, such as Farmacias Guadalajara, Farmacias Benavides and Farmacias del Ahorro and
supercenter chains, such as Wal-Mart. In Brazil, we face competition from other pharmacy chains such as Drogaria
Sao Paulo, Pague Menos and Drogasil, in the states of Rio de Janeiro and Sao Paolo. In addition, we face competition
from supermarkets, mass merchandisers, discount stores, independently owned pharmacies, e-commerce and other
smaller participants.

Our ability to achieve profitability in our retail and distribution businesses depends on our ability to achieve a critical
mass of loyal, repeat customers. Loss of existing or future market share to competitors may adversely affect our
performance and, to the extent that one or more of our competitors becomes more successful than us with respect to
any key competitive factors, our operating margins and profitability could be adversely affected.

Our Results of Operations May Suffer Upon the Bankruptcy, Insolvency or Other Credit Failure of Our
Suppliers. Our relationships with pharmaceutical suppliers and manufacturers give rise to substantial amounts that are
due to us from time to time, including amounts owed to us for returned or defective goods and for services provided.
The continued volatility of the capital and credit markets may adversely affect the solvency or creditworthiness of our
suppliers. Although in 2009 we did not have a significant concentration of a specific supplier relating to the purchase
of inventory, the bankruptcy, insolvency or other credit failure of any supplier or group of suppliers at a time when
such suppliers have a substantial account payable balance due to us could have a material adverse affect on our results
of operations.

Our Total Revenue and Results of Operations May Suffer Upon the Bankruptcy, Insolvency or Other Credit Failure of

Our Customers. Most of our customers in our distribution business buy pharmaceuticals and other products and

services from us on credit that is short-term in nature and generally unsecured. Credit is extended based on evaluation

of a customer’s financial condition. The continued volatility of the capital and credit markets may adversely affect the
solvency or creditworthiness of our customers. Any adverse change in general economic conditions can adversely

reduce sales to our customers, affect consumer buying practices or cause our customers to delay or be unable to pay

accounts receivable owed to us, which would reduce our revenue growth and cause a decrease in our profitability and

cash flow. Although no single customer accounted for a significant amount of our total sales in 2009, the bankruptcy,

insolvency or other credit failure of any customer or group of customers that in the aggregate have a substantial

amount owed to us could have a material adverse affect on our operating revenue and results of operations.

Our Distribution Business is Dependent Upon Sophisticated Information Systems. The Implementation Delay,
Malfunction or Failure of These Systems for Any Extended Period of Time Could Adversely Affect Our
Business. We rely on sophisticated information systems in our distribution business to obtain, rapidly process,
analyze and manage data to (i) facilitate the purchase and distribution of thousands of inventory items from numerous
distribution centers, (ii) receive, process and ship orders on a timely basis, (iii) manage the accurate billing and
collections for thousands of customers and (iv) process payments to suppliers. If any such systems is interrupted,
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damaged by unforeseen events or fails for any extended period of time, we could suffer an adverse impact on our
results of operations.
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We Provide Remote Hosting Services That Involve Operating Both Our Software and the Software of Third-Party
Vendors for Our Customers. The ability to access the systems and the data, including inventory, purchasing
management, price updates and advisory services that we provide to our customers, including data provided through
our proprietary point-of sale system, www.farmaservicios.pdv, is critical to them. Our operations and facilities are
vulnerable to interruption and/or damage from a number of sources, many of which are beyond our control, including,
without limitation (i) power loss and telecommunications failures, (ii) fire, flood, hurricane and other natural disasters,
(ii1) software and hardware errors, failures or crashes and (iv) computer viruses, hacking and similar disruptive
problems. We attempt to mitigate these risks through various means including disaster recovery plans and test systems
but our precautions may not protect against all problems. Any significant instances of system downtime could
negatively affect our reputation and ability to sell our remote hosting services.

Our results of operation may be negatively affected if we are unable to operate our retail pharmacy business

efficiently. A portion of our future operations and cash flow will depend upon our ability to operate our retail

pharmacy business efficiently, achieve the strategic operating objectives for our business and realize significant cost

savings and synergies. Our management team may encounter unforeseen difficulties in managing the integration of

the retail pharmacy business. The retail pharmacy business entails different risks, strategies and models to which our

management must adapt. Although we are diversifying our risk from the distribution of pharmaceutical products, any

substantial diversion of management’s attention or any difficulties in operating the retail pharmacy business together
with the distribution business could affect our sales and ability to achieve operational, financial and strategic

objectives.

Our Retail Pharmacy Business is Subject to Additional Risks That May Impede Our Desired Growth Plans to
Materialize. Our ability to grow our retail pharmacy business may be constrained if suitable new store locations
cannot be identified with lease terms or purchase prices that are acceptable to us. We compete with other retailers and
businesses for suitable locations for our stores. Local land use and other regulations applicable to the types of stores
we may seek to lease or construct could impact our ability to find suitable locations and influence the cost of leasing,
constructing and refurbishing our pharmacies. The expiration of leases at existing store locations may adversely affect
us if the renewal terms of those leases are unacceptable to us and we are forced to close or relocate stores. Further,
changing local demographics at existing store locations may adversely affect revenue and profitability levels at those
stores.

Our retail pharmacy sales and profit margins are affected by the introduction of new brand name and generic drugs.
New brand name drugs can result in increased drug utilization and associated sales revenues, while the introduction of
lower priced generic alternatives typically result in higher gross profit margins. Accordingly, a decrease in the number
of significant new drugs or generics successfully introduced could adversely affect our results of operations.

If we fail to offer products and services that are not attractive to our customers, the sales of our retail pharmacy
business may be affected. The success of our retail operations depends on our ability to offer a superior shopping
experience, quality assortment of available merchandise and excellent customer service. We must identify, obtain
supplies of, and offer to our customers, attractive, innovative and high quality products on a continuous basis. Our
products and services must satisfy the desires of our customers, whose preferences may change in the future. If we
misjudge either the demand for products and services we sell or our customers’ purchasing habits and tastes, we may
be faced with excess inventories of some products and missed opportunities for products and services we chose not to
offer. In addition, our sales may decline or we may be required to sell the merchandise we have obtained at lower
prices. This would have a negative effect on our business and results of operations.

There are Differences in Corporate Disclosure and Accounting Standards for Mexican Companies and this May Cause
Our Financial Statements to Differ in Certain Respects from U.S. Issuers. One of the primary objectives of the United
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States, Mexico and other countries’ securities laws is to promote full and fair disclosure of all material corporate
information. However, there may be less publicly available information about foreign private issuers of securities
listed in the United States than is regularly published by or about domestic issuers of listed securities. Corporate
governance standards applicable to companies listed in Mexico and the United States differ. See “Item
16G. Corporate Governance”. In addition, we prepare our financial statements in accordance with Mexican FRS,
which differs from U.S. GAAP and accounting procedures in certain significant respects. Thus, Mexican financial
statements and reported earnings may differ from those of companies in other countries. Notes 18 and 19 to our
audited annual financial statements describe the principal differences between Mexican FRS and U.S. GAAP as they
relate to us and provide reconciliation to U.S. GAAP of net income and total stockholders’ equity.
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We Are Controlled by One Controlling Shareholder. Eighty-five percent of our outstanding Ordinary Shares are
directly owned by our controlling shareholder. See “Item 7. Major Shareholders and Related Party
Transactions—Principal Shareholders”. Our controlling shareholder controls our business and has the power to elect the
majority of our Board of Directors, as well as to determine the outcome of all actions that require shareholder
approval, including the determination to declare and pay dividends, in cash or otherwise.

We Rely on Certain Key Managers and Other Personnel, and Our Business Could Be Adversely Affected If We Are
Not Able to Retain These Key Personnel or Find Suitable Replacements. Our growth and success depend on our
ability to retain skilled, qualified and experienced managerial and technical personnel. Any loss or interruption of the
services of key senior personnel, or the inability to timely recruit sufficient qualified personnel, could adversely affect
our business, results of operations and financial condition.

We Are a Holding Company; Therefore, Our Ability to Pay Dividends, Repay Our Indebtedness and Finance Our
Operations Is Dependent on Cash Flow Generated by Our Subsidiaries and Their Ability to Make Distributions to
Us. We are a holding company with no significant operations or material assets other than the capital stock of our
subsidiaries. As a result, our ability to pay dividends is dependent on the generation of cash flow by our subsidiaries
and their ability to make such cash available to us, by dividends, debt repayments or otherwise. Our subsidiaries may
not be able to, or be permitted to, make distributions to enable us to pay dividends or make payments in respect of our
indebtedness. Each of our subsidiaries is a distinct legal entity and, under certain circumstances, legal and contractual
restrictions, as well as their financial condition and operating requirements, may limit our ability to obtain cash from
our subsidiaries. In addition, our right to receive assets from our subsidiaries or shareholders of our subsidiaries, in
the case of a liquidation or corporate reorganization, is subordinated to the rights of the creditors of such subsidiaries,
including suppliers.

Failure to Achieve and Maintain Effective Internal Controls in Accordance with Section 404 of the Sarbanes-Oxley
Act of 2002, and Delays in Adequately Completing Our Internal Controls and Financial Statements Audits, Could
Have a Material Adverse Effect on Our Business and Our Stock Price. As discussed in Item 15 of this annual report,
“Controls and Procedures”, our management team conducted an evaluation of the effectiveness of the design and
operation of our internal controls and concluded that, as a result of the Drogasmil acquisition, a material weakness
existed in our internal controls over financial reporting for the fiscal year ended December 31, 2009. A “material
weakness” is defined under auditing standards as a deficiency, or a combination of deficiencies, in internal control over
financial reporting such that there is a reasonable possibility that a material misstatement of a company’s annual or
interim financial statements will not be prevented or detected on a timely basis by the company’s internal controls.

We are attempting to resolve this material weakness, but we have not yet completed remediation and there can be no
assurance that such remediation will be successful. During the course of our continued testing, we may also find other
significant deficiencies or material weaknesses, in addition to the ones already identified, which we may not be able to
remediate in a timely manner or at all. If we continue to fail to achieve and maintain effective internal controls, we
will not be able to conclude that we have effective internal controls over financial reporting in accordance with
Section 404 of the Sarbanes-Oxley Act of 2002. Failure to achieve and maintain an effective internal control
environment, and delays in completing our internal controls and financial statement audits may adversely impact our
ability to report our financial condition and results of operations in the future accurately and in a timely manner, and
cause our investors to lose confidence in our reported financial information and in us, which could result in a decline
in the market price of our Ordinary Shares and our ADSs.

In addition, as discussed in Note 1(c) to our consolidated financial statements, in connection with the acquisition of
CSB Drogarias, S.A. (f/k/a Drogasmil Medicamentos e Perfumaria, S.A., or Drogasmil), we were unable to prepare a

purchase price allocation at the acquisition date because of inadequate accounting records of Drogasmil at that date.
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Consequently, at the acquisition date, we recorded a preliminary purchase price allocation based on the estimated net
assets identified from the business acquired. For that reason, Salles Sainz-Grant Thornton, S.C., our independent
auditors, were not able to audit the underlying assets and liabilities or assess the potential impairment of assets as of
and for the year ended December 31, 2008, neither the operations of this subsidiary from May 15 to December 31,
2008. In connection with the foregoing, at the date of the audit report from our independent auditors included in this
annual report we completed clearing and adjusting the accounting records of Drogasmil as of December 31, 2008, and
were able to allocate the purchase price of the acquisition, except with respect to the value of inventories, whose
estimated value at that date amounted to Ps. 246 million, as well as certain unquantifiable contingencies as disclosed
in Note 15(i) to our consolidated financial statements. At December 31, 2009, Drogasmil still lacked adequate
accounting records to enable our auditors to audit the balance of inventories as well as certain unquantifiable
contingencies referred in Note 15(i) to our audited consolidated financial statements. As a consequence the audit
report of Salles Sainz-Grant Thornton, S.C. on our consolidated financial statements, included in page F-3 of this
annual report, was qualified. Because the audit report was qualified, the staff of the Securities and Exchange
Commission will likely take the position that this annual report has not been filed in accordance with applicable U.S.
securities laws, which in turn could lead to the suspension of trading of our ADSs on, or our delisting from, the New
York Stock Exchange. However, we are taking all actions we deem necessary to remedy the deficiencies and while
we do not expect our ADSs to be suspended from trading on, or to be delisted from, the New York Stock Exchange,
we cannot assure you that such events or other adverse events as a consequence of the qualified audit report will not
occur.
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Risk Factors Related to the Acquisition of FASA

Risks associated with our planned expansion into new geographical markets could adversely affect our
profitability. Our future growth and profitability depends in part on our ability to penetrate new geographical markets.
We have entered into an agreement to acquire control of Farmacias Ahumada, S.A., or FASA, which currently owns
over 1,240 pharmacies in Chile, Mexico and Peru. See “Item 4. Information on the Company—History and Development
of the Company” and “Item 10. Additional Information—Material Contracts”. If we succeed in our attempt to acquire
FASA, or if we otherwise expand our operations into new geographical markets, we may become subject to new
regulatory requirements and enforcement practices that place additional burdens on our operations or encounter other
difficulties with the legal or regulatory systems in such jurisdictions. Failure to comply with such regulations may
result in the imposition of fines and penalties. Moreover, we may not be able to adapt our product offerings to
consumer habits and trends in such new markets. In addition, we may become subject to exchange control regulations
that restrict or prohibit the conversion of other currencies into Pesos or limit our ability to freely move currency in or
out of particular jurisdictions. The occurrence of any of these factors could have a material adverse impact on our
financial results.

Our Business Could Be Hindered if We are Unable to Complete and Integrate Acquisitions Successfully. Part of our
growth strategy is to identify, pursue and consummate acquisitions that either expand or complement our business.
We have grown our retail pharmacy business through acquisitions in recent years and expect to acquire drugstore
chains and independent drugstores in the future. In May 2010 we entered into an agreement to acquire control of
FASA (the “Acquisition”). See “Item 4. Information on the Company—History and Development of the Company” and “Item
10. Additional Information—Material Contracts”. Once the Acquisition is completed, we will have to implement an
integration plan for FASA’s and its subsidiaries operations. Integration of acquisitions involves a number of risks
including the diversion of management’s attention to the assimilation of the operations of businesses we acquire,
difficulties in the integration of operations and systems, the realization of potential operating synergies, the
assimilation and retention of the personnel of the acquired companies, challenges in retaining the customers of the
combined businesses and potential adverse effects on operating results. If we are unable to successfully complete the
Acquisition and integrate FASA’s and its subsidiaries’ operations in a timely manner, our business, operations and
financial condition could be negatively affected.

If the Acquisition is completed, the integration of FASA’s administration and its operations with that of the Company
depend, in large part, on the participation of key FASA personnel. Because these individuals have an in-depth
understanding of the management and the operation of FASA’s business and that they have significant experience in
the industry, we believe that the projected results of the Acquisition will largely depend on the efforts of these
individuals. Consequently, the loss of such key personnel could have an adverse effect on our results of operations.

In addition, the consummation of the Acquisition depends on certain approvals from regulative authorities, including
Mexico’s Antitrust Commission, Comision Federal de Competencia. Any delay in obtaining the required approvals
could generate higher expenses and increase the amount of time required to implement the Acquisition. This could
significantly reduce the projected results of the Acquisition.

Our operating expenses and capital expenditure needs may be increased as a result of the Acquisition. Once the
Acquisition is completed, the Company will have to continue investing in technological, human and administrative
resources to continue to grow. The development of the Company’s and FASA’s business, the display and the expansion
of the respective operating networks, services and client base require important capital investments. These
investments, together with the related operating expenses, may have a significant impact on our cash flows and
earnings.
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Loss of key suppliers may have an adverse impact in our results of operations. FASA and its subsidiaries are
dependant in large part on certain key suppliers to carry out its operations. If any such suppliers fails to honor their
existing agreements and stop providing their services, FASA’s operations and those of its subsidiaries could be
substantially reduced. This would have an adverse effect on the projected results of the Acquisition.

10
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We may be subject to significant penalties if the Acquisition is not completed. The FASA Agreement contains
provisions pursuant to which we will be required to pay a penalty to the selling entities under such agreement if we do
not complete the Acquisition within the first three weeks of September 2010 under certain circumstances. See “Item
10. Additional Information—Material Contracts”. Pursuant to the FASA Agreement, we could face penalties of
approximately $50 million. If we incur any such penalties, our business could be significantly adversely affected.

We may not be able to pay dividends in the immediate future as a result of the Acquisition. Pursuant to Mexican law,
decisions regarding the payment and amount of dividends are subject to approval of our shareholders. Depending on
the results and condition of our business, dividends for a specific year would be paid to the extent that such payment
would not impair our ability to invest and grow. Therefore, any dividend payment would depend on the cash that the
Company generates in a specific year as well as on the market conditions of our business. Since, as a result of the
Acquisition, we may incur higher expenses, there is a possibility that we may not pay out dividends in the immediate
future.

In connection with the Acquisition, the Company will incur a significant amount of debt, which may result in an
adverse effect on the price of our shares and increase our interest costs. For purposes of completing the Acquisition,
we will incur significant amounts of financing, which may have an adverse effect on the price of our outstanding
shares. Such financing could, likewise, have important consequences to the Company, including an increase in the
costs for interests. The agreement that will document the financing will contain covenants that, among others, will
restrict the Company’s ability to incur additional debt, carry out capital expenditures and maintain financial ratios.
Consequently, our ability to pay dividends, finance acquisitions, carry out investments and maintain flexibility in the
performance of our business, may be significantly limited. This could have a significant adverse effect on our
financial condition.

As a result of entering into the FASA Agreement and the financing to be obtained in connection therewith, we could
face an exchange rate risk against the Chilean Peso, due to the fact that the financing to be obtained to complete the
Acquisition will be denominated in Pesos and U.S. Dollars and the payment of the Acquisition’s purchase price will be
made in Chilean Pesos.

Risk Factors Related to our Securities

Our Controlling Shareholder Has the Ability to Restrict the Payment and Amount of Dividends. Under Mexico’s Ley
General de Sociedades Mercantiles, or General Corporations Law, decisions regarding the payment and amount of
dividends are subject to the approval of our shareholders, generally, but not necessarily, based on the Board of
Directors’ recommendation. Our controlling shareholder owns 85% of our outstanding Ordinary Shares and, so long

as it continues to own a majority of our outstanding shares, it will have the ability to determine whether or not we will
declare and pay dividends, in cash or otherwise. See “Item 3. Key Information—Dividends” and “Item 7. Major
Shareholders and Related Party Transactions—Principal Shareholders”.

Preemptive Rights May Be Unavailable to Holders of Our ADSs. Under Mexican law, our shareholders are afforded
preemptive rights. In the event that we issue new Ordinary Shares for cash, our shareholders will have the right to
purchase the number of Ordinary Shares necessary to maintain their existing share participation. U.S. holders of our
ADSs cannot exercise their preemptive rights unless we register newly issued Ordinary Shares under the Securities
Act of 1933 or qualify for an exemption from registration. If U.S. holders of our ADSs cannot exercise their
preemptive rights, the interests of these holders would be diluted in the event that we issue new Ordinary Shares for
cash. We intend to evaluate, at the time of any offering of preemptive rights, the costs and potential liabilities
associated with registering any additional Ordinary Shares under the Securities Act of 1933. We cannot assure you
that we will register any new Ordinary Shares that we issue for cash. In addition, although the deposit agreement
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provides that the Depositary may, after consulting with us, sell preemptive rights in Mexico or elsewhere outside the
United States and distribute the proceeds to holders of ADSs, such sales are not allowed under current Mexican law.
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The Protections Afforded to Minority Shareholders in Mexico are Different From Those in the United States. Under
Mexican law, the protections afforded to minority shareholders are different from those in the United States. In
particular, the law concerning fiduciary duties of directors is not appropriately developed, there is no procedure for
class actions or shareholder derivative action, and there are different procedural requirements for bringing shareholder
lawsuits. As a result, in practice, it may be more difficult for our minority shareholders to enforce their rights against
us or our directors or controlling shareholder than it would be for shareholders of a U.S. company. In accordance with
the Ley del Mercado de Valores, or the Mexican Securities Market Law, as amended, we amended our bylaws to
increase the protections afforded to our minority shareholders in an effort to try to ensure that our corporate
governance procedures are substantially similar to international standards. See “Item 10. Additional
Information—Amendments to the Mexican Securities Market Law—Bylaws”.

You may be unable to enforce judgments against us. We are a corporation with variable capital (sociedad an6nima
bursatil de capital variable) organized under the laws of Mexico. A majority of our assets and operations are located,
and a majority of our revenues are derived from sources, outside of the United States. All of our directors and officers
reside outside of the United States and all, or a significant portion of, the assets of these persons and of our Company
are located outside of the United States. As a result, it may not be possible for shareholders to effect service of
process within the United States upon such persons or upon us, or to enforce against them or against us judgments by
U.S. courts predicated upon the civil liability provisions of the U.S. federal securities laws or otherwise. As of this
date, there is no effective treaty between the United States and Mexico for the reciprocal enforcement of judgments
issued in the other country. Generally, Mexican courts would enforce final judgments rendered in the United States if
certain requirements are met, including the review in Mexico of the U.S. judgment to ascertain compliance with
certain basic principles of due process and the non-violation of Mexican law or public policy, provided that U.S.
courts would grant reciprocal treatment to Mexican judgments. Additionally, we have been advised by our Mexican
counsel that there is doubt as to the enforceability, in original actions in Mexican courts, of liabilities predicated in
whole or in part on U.S. federal securities laws as well as to the enforceability in Mexican courts of judgments of U.S.
courts obtained in actions predicated upon the civil liability provisions of U.S. federal securities laws.

Risk Factors Relating to Economic and Political Developments

Economic and Political Developments in Mexico May Adversely Affect Our Business. We are a Mexican company
and the vast majority of our business operations take place in Mexico. Approximately 94.9% of our consolidated net
sales for the year ended December 31, 2009 derived from sales made in Mexico. Consequently, our business,
financial condition and results of operations are affected by economic, political or social developments in Mexico,
including, among others, any political or social instability, changes in the rate of economic growth or contraction,
changes in the exchange rate between the Peso and the U.S. Dollar, an increase in Mexican inflation or interest rates,
changes in Mexican taxation and any amendments to existing Mexican laws and regulations. Accordingly, Mexican
governmental actions and policies concerning the economy in general and healthcare policy in particular could have a
significant impact on us, as well as more generally on market conditions, prices and returns on Mexican equity
securities. We cannot assure you that changes in governmental policies in Mexico will not adversely affect our
business, results of operations, financial condition and prospects.

Social and political instability in Mexico or other adverse social or political developments in or affecting the countries
in which we have operations could adversely affect us and our ability to obtain financing. We cannot provide any
assurance that the current political situation or any future developments in Mexico will not have a material adverse
effect on our financial condition or results of operations.

Our business may be especially affected by economic conditions in Mexico. Mexico has experienced both prolonged
periods of weak economic conditions and deterioration in economic conditions that have had a negative impact on our
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company. According to preliminary data, during 2009, Mexico’s gross domestic product, or GDP, fell by 6.5% in real
terms. Mexico has also experienced high levels of inflation and high domestic interest rates in the past, which
significantly lowered the purchasing power of consumers and businesses. The annual rate of inflation, as measured by
changes in the NCPI, as published by the Banco de México, was 3.6% for 2009 and the average interest rate on
28-day Mexican government treasury securities, or “CETES”, averaged 5.4% for 2009. In addition, the Mexican
government’s efforts to control inflation by tightening the monetary supply have historically resulted in higher
financing costs, as real interest rates have increased. High inflation rates may also lead to Peso devaluations. Inflation
itself, as well as governmental efforts to reduce inflation, has had significant negative effects on the Mexican economy
in general and on Mexican companies, including ours. Such policies have had and could in the future have an adverse
effect on us. Future economic slowdowns or developments in or affecting Mexico could impair our business, results
of operations, financial condition, prospects and ability to obtain financing.
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In addition, international events affecting Mexico may also have an adverse impact in our business. For example,
public health crises such as the outbreak of Influenza AHIN1 virus in May 2009 had negative consequences on the
Mexican economy.

The continuation or further worsening of deteriorated financial and economic conditions could have a significant
adverse effect on our sales, profitability and results of operation.

Devaluation of the Peso Against the U.S. Dollar Could Adversely Affect Our Financial Condition and Results of
Operations. We are affected by fluctuations in the value of the Peso against the U.S. Dollar. In 2004, high oil prices,
higher remittance levels and a recovery in the U.S. economy led to a slight appreciation of the Peso against the U.S.
dollar of 0.8%. During 2005, this trend continued in that the peso appreciated 4.7% against the U.S. Dollar. In 2006,
however, the peso depreciated 1.6% with respect to the US Dollar due to higher inflation levels in Mexico. The
combination of more moderate GDP growth and a slightly lower level of inflation, led to a 1.0% depreciation of the
peso against the US Dollar in 2007. As a result of the global economic crisis that began in 2008 and has lead to a
significant increase in inflation as well as slowdown in GDP growth, the peso depreciated by 26.7% versus the US
Dollar in 2008. In 2009, the peso appreciated 5.6% against the U.S. Dollar as a result of lower inflation levels.

Any future depreciation or devaluation of the Peso will likely result in price increases from our suppliers that would
impact the purchasing capacity of the final consumers. This, in turn, would lead to a reduction in our sales. A severe
devaluation or depreciation of the Peso may also disrupt international foreign exchange markets and, as such, may
limit our ability to transfer or to convert Pesos into U.S. Dollars and other currencies for the purpose of obtaining
imported goods. A devaluation or depreciation of the Peso against the U.S. Dollar may also adversely affect the U.S.
Dollar prices of our securities on the Mexican Stock Exchange, including the Ordinary Shares and, as a result, will
likely affect the market price of the ADSs. Such fluctuations would also impact the conversion value of any cash
dividends paid on the Ordinary Shares in Pesos, into U.S. Dollars in order to pay such dividend to the holders of our
ADS:s.

High Levels of Inflation and High Interest Rates in Mexico Could Adversely Affect Our Financial Condition and
Results of Operations. In recent years, Mexico has experienced high levels of inflation. The annual rate of inflation,
as measured by changes in the NCPI, was 3.3% for 2005, 4.1% for 2006, 3.8% for 2007, 6.5% for 2008 and 3.6% in
2009. High inflation rates can adversely affect our business and our results of operations in the following ways:

inflation can adversely affect consumer purchasing power, thereby adversely affecting consumer demand for the
products we sell and/or distribute; and

to the extent that inflation exceeds price increases, our prices and revenues will be adversely affected in “real” terms.

Mexico also has, and could continue to have, high nominal interest rates. The interest rates on 28-day CETES
averaged approximately 7.2%, 7.2% and 7.7% for 2006, 2007, 2008 and 5.4% in 2009, respectively, and 4.52% by
May 2010. Accordingly, we may be subject to high interest rates in the event we incur Peso-denominated debt in the
future.

If Foreign Currency Exchange Controls and Restrictions are Imposed, Investors Would be Exposed to Foreign
Currency Exchange Rate Risk. In the past, the Mexican economy has experienced balance of payments deficits,
shortages in foreign currency reserves and other issues that have affected the availability of foreign currencies in
Mexico. The Mexican government does not currently restrict or regulate the ability of persons or entities to convert
Pesos into U.S. Dollars. However, it has done so in the past and could do so again in the future. We cannot assure
you that the Mexican government will not institute a restrictive foreign currency exchange control policy in the
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future. Any such restrictive foreign currency exchange control policy could (i) affect the ability of the depositary of
our ADSs to convert dividends, which are payable in Pesos, into U.S. Dollars for purposes of making distributions to
the holders of our ADSs, (ii) prevent or restrict access to U.S. Dollars, (iii) should we incur any U.S.
Dollar-denominated debt in the future, affect our ability to service such debt and (iv) have an adverse effect on our
business and financial condition.
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Risks Related to Our Operations in Brazil May Adversely Affect Our Business. As a result of our acquisition of
Drogasmil in May 2008, we are exposed to a variety of risks and uncertainties related to our operations in Brazil
including political, economic or social upheaval, devaluations in the Real, high levels of inflation and interest rates,
the introduction of import, investment or currency restrictions, including pricing regulation on pharmaceutical
products, restrictions on the repatriation of earnings and capital, as well as tariffs and import quotas that may
indirectly increase the cost of the products that we sell. These disruptions can affect our ability to sell products and to
repatriate funds, as well as affecting the levels of consumer demand, and therefore our levels of sales and profitability.

The Brazilian monetary unit, the Real, has been devalued frequently over the past four decades. Throughout this

period, the Brazilian government has implemented various economic plans and exchange rate policies, including

sudden devaluations, exchange controls, dual exchange rate markets and a floating exchange rate system. From time

to time, there have been significant fluctuations in the exchange rate between the Brazilian currency and the U.S.

Dollar and other currencies. For example, the Real depreciated against the U.S. Dollar, on average, by 22.3% in 2001,

19.6% in 2002 and 4.8% in 2003. In 2004, 2005, 2006 and 2007 the Real appreciated 8.8%, 13.4%, 9.5% and 16.3%,

respectively, against the U.S. Dollar. In 2008 the Real depreciated 31.9% against the U.S. Dollar. In 2009 the Real

appreciated 24.7% against the U.S. Dollar. In general, devaluations decrease consumers’ purchasing power which
could have a negative effect on our business should a devaluation occur.

Our business could be affected by high rates of inflation and interest rates in Brazil, which historically has
experienced such high rates. According to the Brazilian Central Bank’s Indice Nacional de Precos Ao Consumidor
Amplo (National Consumer Price Index), or “IPCA,” the inflation rates in Brazil were 5.7% in 2005, 3.1% in 2006,
4.5% in 2007, 5.9% in 2008 and 4.3% in 2009. Periods of higher inflation may slow the rate of growth of the
Brazilian economy, which could lead to reduced demand for our products in Brazil and decreased net sales. Inflation
is also likely to increase some of our costs and expenses, which we may not be able to pass on to our customers and,
as a result, may reduce our profit margins and net income.

In addition, high inflation generally leads to higher domestic interest rates and, as a result, the costs of servicing our

Real-denominated debt may increase, resulting in lower net income. The Sistema Especial de Liquidac@o e Custodia

rate (SELIC) is the Brazilian Central Bank’s overnight lending rate. In 2004 and 2005, the Brazilian interest rate was
higher than 16% (17.8% in 2004 and 18.0% in 2005). In 2006, interest rates decreased to 13.3% and in 2007, the

SELIC decreased further, to 11.3% and increased to 13.8% in 2008. During 2009, the SELIC averaged 10.0%, its

lowest level during this decade. Inflation and its effect on domestic interest rates can, in addition, lead to reduced

liquidity in the domestic capital and lending markets, which could affect our ability to refinance our indebtedness in

those markets.

Brazil has also implemented exchange controls in the past, as well as restrictions on repatriation of capital. We cannot
guarantee that such types of policies will not be adopted by Brazil in the future, which would have an adverse effect
on our dividend flow to Grupo Casa Saba, which depends on dividends from its subsidiaries as a source of income.

Developments in Other Emerging Market Countries May Adversely Affect our Business or the Market Price of our
Securities. The market price of securities of Mexican companies is, to varying degrees, affected by economic and
market conditions in other emerging market countries. Although economic conditions in such countries may differ
significantly from economic conditions in Mexico, investors’ reactions to developments in such countries may have an
adverse effect on the market price of securities of Mexican companies, including ours. In late October of 1997, prices
of Mexican securities dropped substantially, precipitated by a sharp drop in the price of securities traded in the Asian
markets. Likewise, prices of Mexican securities were adversely affected by the economic crises in Russia and Brazil
in the second half of 1998 and, to a lesser extent, the economic crisis in Argentina in 2002. During 2005, the Mexican
Stock Exchange Index increased by 37.8%, as did the average index for emerging markets, including Latin America,
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Asia and Emerging Europe. The considerable growth of the Mexican exchange was supported by high economic
growth worldwide and low interest rates. In 2006, the index of the Mexican Stock Exchange increased by 48.6%,
following the positive performance of both emerging and developed markets worldwide. High levels of liquidity as
well as positive outlooks for emerging markets, including Mexico, contributed to the increase of the index of the
Mexican Stock Exchange. During 2007, the index of the Mexican Stock Exchange increased by 11.7%, somewhat
lower than the last four years, but still positive as a result of strong economic growth of emerging economies such as
China and Brazil, as well as solid internal economic activity. During 2008, the index of the Mexican Stock Exchange
declined by 24.2%, mainly due to the volatility brought on by the financial crisis that began during the second half of
2008 in the United States and which has had a negative effect on both developed and developing countries
worldwide. By the end of 2009, the Mexican Stock Exchange Index recovered, posting a gain of 43.5% and by March
31, 2010, the market’s main index rose an additional 3.6%, aided by the positive economic performance of emerging
market countries such as China, Brazil and India. There can be no assurance that the market price of our securities
will not be adversely affected by future events elsewhere in the world, particularly in other emerging market countries.

14

32



Edgar Filing: GRUPO CASA SABA SA DE CV - Form 20-F

Table of Contents

Risk Factors Relating to Regulations to which our Business is Subject

Mexican Antitrust Law and Regulations May Affect Our Ability to do Business. Mexico’s Federal Antitrust Law, or
Ley Federal de Competencia Econdmica, and its Regulations, or Reglamento de la Ley Federal de Competencia

Econémica, may affect some of our activities. In particular, such laws and regulations may adversely affect our

ability to acquire and sell businesses or to enter into joint ventures with competitors due to our market share in some

of the industries in which we operate and the reduced number of participants in those markets.

Changes in Mexican Legislation May Negatively Affect Our Operations and Revenue. Existing laws and regulations
could be amended, the manner in which laws and regulations are enforced or interpreted could change, and new laws
or regulations could be adopted. The implementation of such amendments or changes in interpretation or enforcem