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Soriana www.soriana.com.mx Internet Commerce

Internet Business Description

Organizacion Soriana is the leading food and general
merchandise retailer in northeastern Mexico.  Soriana’s
Internet strategy is mainly focused on information
dissemination.  The company does not offer online
shopping.  The company’s consumer pages are generally
geared toward attracting traffic to the stores by facilitating
store locations, hours of operation, and promotions.
Shoppers can also check their Soriana card balances,
payment due dates, and other data.  For business users, the
site offers financial information, as well as news and other
corporate information.  The highlight of Soriana’s site is its
supplier module.  Suppliers can access information on their
account balances and delivery and payment dates, as well as
receive orders online.

Internet Strategy Assessment

Soriana is missing the potential Monterrey has for e-
commerce, in our view.  Monterrey, an industrial and
financial center and hometown to Soriana, concentrates
highly educated and affluent consumers, the perfect
combination for an e-commerce strategy.  Additionally, no

other retailer offers grocery shopping through the Internet in
the Monterrey metropolitan area.

Soriana’s consumer information strategy lags other
retailers in the region.  As mentioned, most Latin retailers
use web sites as tools to attract traffic to their stores.  We
believe that Soriana’s site lacks some key informative
features found on other retailers’ sites, such as promotions,
product pictures and descriptions, search capabilities,
entertainment, and services offered at the stores.

However, on a business-to-business basis, Soriana leads
the way.  As mentioned, the highlight of Soriana’s web site
is its supplier module.  By taking advantage of the Internet,
Soriana can interact electronically with less sophisticated
suppliers not yet connected through EDI or another
communications platform and boost efficiency in placement
and fulfillment of orders.

www.soriana.com.mx Key Metrics

Ticker: SNASF.MX Mkt Cap: $2,586MM
Zamora/Kuri - Outperform Price (2/15/00): $4.31
52-wk H-L: $5-$3 Shrs. Out (MM):  600

Number of monthly visits from suppliers: 21,000

Registered suppliers: 3,200
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Soriana: Income Statement
Nominal Mexican Pesos (Thousands, Except EPS) 1998A 1999E 2000E 2001E

Sales 16,305,242 20,651,714 25,795,367 30,390,604
Cost of Goods Sold 12,760,730 16,035,813 20,171,977 23,765,453
Gross Profit 3,544,512 4,615,901 5,623,390 6,625,152
Operating Expenses 2,354,841 2,986,890 3,691,588 4,210,791
Operating Profit 1,189,671 1,629,012 1,931,802 2,414,361
Comprehensive Financing Cost (295,215) (280,596) (359,074) (416,809)
   Interest Paid 1,217 1,027 0 0
   Interest (Earned) 128,547 128,356 210,832 364,587
   Monetary results and fx loss (167,885) (153,267) (148,242) (52,222)
Profit after Financing Cost 1,484,886 1,909,608 2,290,876 2,831,170
Other Financial Operations 72,502 68,030 134,438 158,394
Income Before Taxes 1,412,384 1,841,578 2,156,438 2,672,776
Tax Provision 49,673 204,010 215,833 267,432
Income Bef. Ext. Items & Minority 1,362,711 1,637,568 1,940,606 2,405,344
Extraordinary Items 0 0 0 0
Minority share 0 512 1,941 2,405
Net Income 1,362,711 1,637,056 1,938,665 2,402,939

Shares outstanding (mill.) 600 600 600 600

Earnings per share (M$) 2.27 2.73 3.23 4.00
Earnings per share (US$) 0.23 0.28 0.31 0.36

EBITDA 1,450,009 1,992,665 2,372,717 2,952,659

Gross margin 21.7% 22.4% 21.8% 21.8%
Operating margin 7.3% 7.9% 7.5% 7.9%
EBITDA margin 8.9% 9.6% 9.2% 9.7%
Net margin 8.4% 7.9% 7.5% 7.9%

SGA net of D&A as % sales 12.8% 12.7% 12.6% 12.1%
D&A as % sales 1.6% 1.8% 1.7% 1.8%

Real Growth Rates (YoY)
Sales 17.4% 12.8% 12.1% 9.2%
Operating Profit 11.5% 21.9% 6.4% 15.9%
EBITDA 11.6% 22.3% 6.8% 15.4%
Net Income 17.7% 6.9% 6.3% 14.9%

Total Units 76 89 100 112

E = Morgan Stanley Dean Witter Research Estimates
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StarMedia www.starmedia.com Internet Portal / Internet Infrastructure Services

Internet Business Description

StarMedia is a pan-regional Internet network for Spanish-
and Portuguese-speaking audiences.  Its network consists
of 19 channels, tailored for regional dialects and local
cultural norms, such as local and regional news, business,
and sports.  The company also offers online shopping, e-
mail, chat rooms, games, instant messaging, and a region-
specific search engine.  StarMedia generates sales from
advertising, sponsorship revenue, and e-commerce
transactions.  In September 1999, the company launched
Starmedia Acceso, an Internet access provider in Brazil.
The company plans to expand its Internet service provider
(ISP) services to other countries in Latin America.

Internet Strategy Assessment

StarMedia’s strategy is to build a pan-Latin American and
US-Hispanic network.  On the positive side, this approach
increases the probability of achieving scale and profitability,
given that Internet penetration is low in Latin America.  On
the negative side, integrating local content is harder.  We
expect that the need for meaningful locally tailored content
will grow in importance as Internet portals fight for online
traffic.

Strategic relationships.  StarMedia’s strategy seeks the
development of strategic alliances with leading content, e-
commerce, and technology providers.  Some strategic
alliances include Hewlett-Packard, Latingrocer, Patagon,
AT&T, Visa, Netscape, and Telemig.

StarMedia focuses on content production and community
building.  StarMedia attracts users by providing a broad
array of relevant, in-depth content.  The company offers
proprietary and third party content.  StarMedia runs nine
different channels aimed at community building; these
include romance net, classifieds, people finder, personal
home pages, and chat rooms.

Reach is key to attracting advertisers.  StarMedia is one of
the top web portals dedicated to Spanish- and Portuguese-
speaking audiences measured by reach.  The company had
an average of 1,170 million page views in 3Q99, up 680%
year-over-year, which translates to a 936% jump in the
number of advertisers.  El Sitio had 73.9 million page views
per month.

www.starmedia.com Key Metrics

3Q99:

Ticker:  STRM Mkt Cap: $3,600MM
Not Rated Price (2/15/00): $56.25
52-wk H-L: $70-$24 Shrs. Out (MM):  64.01

Revenues: $5.6 million, up 250% year-over-year

Page views: 1,170 million, up 680% year-over-year

Registered e-mail users: 1.6 million, up 804% year-over-year

19 channel network in Spanish and Portuguese
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StarMedia: Income Statement

US$ (Millions) 1997A 1998A

Net Sales 0.46 5.33
Cost of Goods Sold 1.23 6.82
Sale, General & Administrative Expense 2.79 45.07
Operating Income -3.56 -46.56
Interest Expense 0.00 0.05
Net Non-Operating Loss -0.04 -0.71

Net Income -3.53 -45.89

Source: Bloomberg
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Submarino (Private)
www.submarino.com Internet Commerce

Internet Business Description

Submarino is an online retailer of CDs, books, and toys.
The company is organized by country and currently
operates online stores in Argentina, Brazil, Mexico, and
Spain.  Submarino offers more than 40 thousand book
titles, 50 thousand music titles, and a wide variety of toys
in 15 different categories.  The site also includes related
entertainment and cultural news.  Payment can be made
online using credit cards or via a bank deposit.  The
company operates local warehouses and ships through third-
party carriers charged to the customer.  The company is
headquartered in Brazil.

Internet Strategy Assessment

Competition is the critical issue.  Submarino faces a
difficult competitive environment.  Well-established local
brick and mortar players already have storefronts on the
Internet (e.g., Yenny in Argentina, Sanborns in Mexico, and
Saraiva in Brazil).  A unique pricing proposition, efficient
marketing, and customer service are critical for success, in
our view.

Ideal products for Internet retail.  We’ve singled out books
and music as most suitable for Internet retail.  We believe
that the ability to combine information, a broad selection,
and convenience is key for successful retailing on the
Internet.

Submarino’s strategy demands capital.  To achieve a
ubiquitous presence in Latin America and Spain, Submarino
will need a large amount of capital to fund its advertising
campaign.  Garantia Partners and Warburg Pincus backed
Submarino’s first round of financing.  Submarino just
finalized its second round of financing, which is estimated
raised $71 million to support growth in 2000.

Content increases interest and traffic.  Submarino
combines e-commerce with literature and music-related
content.  The site has information on concerts and book
reading dates, cultural news, and book reviews, among other
things.  A vertical approach (content plus e-commerce)
should increase interest in and traffic to the site.
Additionally, Submarino has a strategic alliance with
Elefante.com, a provider of online daily planners.

Country and product expansion to follow.  Submarino is
planning to open in two additional countries this year and to
launch three to five new product categories (probably
DVDs, software, and consumer electronics).

www.submarino.com Key Metrics

Registered users: 250,000

Visitors per month: 1.7 million

Transactions per month: 25,000
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Tele Norte Leste www.telemar.com.br Internet Infrastructure Services

Internet Business Description

Tele Norte Leste, controlled by a group of Brazilian
investors with no international telecom operator, is the main
provider of data, access, and other telecom services in Rio
de Janeiro and Minas Gerais, as well as the Northeastern
and Northern states of Brazil.  Rio de Janeiro and Minas
Gerais are the most attractive concession areas.  Tele Norte
Leste’s region has a GDP per capita of $3,500 (slightly
below Brazil’s average) and a lower than average
concentration of business clients.  Tele Norte Leste offers a
full range of data services and is deploying a new high-
speed data network, which will allow the company to offer
more Internet infrastructure and data services to its
corporate users.

Tele Norte Leste has launched a high-speed Internet access
product based on Integrated Services Digital Network
(ISDN) technology.  IDSN technology allows users to
connect to the Internet at high speeds.  This new product is
being contracted by local ISPs and offered to Internet users
as a high-speed access option.  It should help Tele Norte
Leste increase its exposure to the fast growing segment of
high-speed Internet access for small-offices, home-offices
(soho), as well as to high-end consumers.

Internet Strategy Assessment

Focus on data and access services, but concession area is
difficult.  In our view, Tele Norte Leste operates in one of

the toughest markets in Latin America.  As opposed to
Telesp, Tele Norte Leste’s concession area is not very
attractive to these services due to the low concentration of
business clients.  Corporations are more intensive users of
data services.

Key advantages are presence and size.  Tele Norte Leste
has a strong presence in the region where it maintains
business relationships with all key clients.  In addition, the
company has the capacity to allocate more resources to
client relations than any of its main competitors due to its
healthy financial condition and larger size.

Is ISDN the right way to go?  ISDN is not the final word in
terms of high-speed access.  Digital Subscriber Line (DSL)
technology allows connections over conventional copper
wires much faster than ISDN. Tele Norte Leste will adopt
DSL technology only in the second half of 2000.

Competition will intensify.  Tele Norte Leste will face a
tough competitive environment.  Embratel is building local
networks and is increasing its points of presence, mainly in
Rio de Janeiro.  Metrored, Impsat, and AT&T (Netstream)
are also building networks and connecting the main business
clients.  Customer service and the right product offering will
be critical success factors, in our view.

www.telemar.com.br Key Metrics

Internet users in company’s concession area: about 400,000

% of Internet subscribers using TNE network: >95%

Internet traffic as % of total voice traffic: about 8%

ISDN subscribers: 5,000

Data revenues as % of total: 6% (1999E)

Number of lines in service: 9.3 million (1999E)

Wireless users in company’s concession area: 4.5 million

Main competitors: Embratel, Metrored, AT&T (Netstream)

Ticker:  TNE Mkt Cap: $9,319MM
L. Carvalho - Outperform Price (2/15/00): $27.87
52-wk H-L: $29-$9.1 FD Shrs. Out (MM):  334.4
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Tele Norte Leste: Income Statement

Brazilian Reais (Thousands) 1998 1999E 2000E 2001E

  Local 3,861 4,310 5,200 6,194

  Domestic LD 894 950 949 961

  Remuneration for Use of the Network 757 896 1,062 1,122

  Inter-Network Revenues 1,114 1,802 2,380 3,086

  Data Transmission 212 467 547 607

  Other 108 25 30 35

Gross Revenues 6,946 8,449 10,167 12,004

  Deductions (ICMS,PASEP,COFINS, other) 1,788 2,264 2,725 3,217

Net Revenues 5,158 6,185 7,443 8,787

  Depreciation 1,429 2,709 2,866 3,011

  Labor Expenses 895 920 996 1,083

  Materials 242 298 354 410

  Outsourced Services 1,482 1,721 2,069 2,490

  Other  Op. Expense (income) (106) 296 356 420

      Total 3,942 5,943 6,641 7,415

Operating Income 1,217 242 802 1,372

  % margin 23.6% 3.9% 10.8% 15.6%

EBITDA 2,646 2,951 3,668 4,384

  % margin 51.3% 47.7% 49.3% 49.9%

  Financial Income 162 360 146 122

  Financial Expenses 124 316 204 232

  Other Non-Operating Expenses 849 52 62 74

Income Before Taxes 406 233 681 1,189

Employee Profit Sharing 11 8 25 43

Income Tax and Social Contribution 296 66 204 357

    % margin 72.8% 28.5% 30.0% 30.0%

Minority Interest -77 23 68 119

    % of IBT -18.9% 10.0% 10.0% 10.0%

Net Income 176 135 384 671

  % margin 3.4% 2.2% 5.2% 7.6%

Number of Shs. Outstanding (Millions) 334.4 334.4 334.4 334.4

EPS (per ADS) in US$ 0.44 0.21 0.62 1.05

   % Growth -71.4% -52.5% 200.0% 68.5%

E = Morgan Stanley Dean Witter Research Estimates
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Within the last three years, Morgan Stanley & Co. Incorporated, Dean Witter Reynolds Inc. and/or their affiliates managed or co-managed a public offering
of the securities of Alcatel, Amazon.com, America Online, AT&T, Dell Computer, eBay, Excite@Home, Impsat, Priceline.com, Prodigy, Telebras, Tele-
fonica de Argentina, Telefonica de España, Telecom Argentina, Telefonica del Peru, Televisa, the Republic of Argentina, the Federative Republic of Brazil,
the Republic of Colombia, and the United Mexican States.

Morgan Stanley & Co. Incorporated, Dean Witter Reynolds Inc. and/or their affiliates make a market in the securities of Amazon.com, America Online,
AT&T, Banamex, Banco Bradesco, Cifra, Cisco, Dell Computer, eBay, Excite@Home, Microsoft, Priceline.com, Telebras, Telecom Argentina, Telmex,
Telefonica de Argentina, Telefonica de España, Telefonica del Peru, Televisa Yahoo!.

Morgan Stanley & Co. Incorporated, Dean Witter Reynolds Inc. and/or their affiliates or their employees have or may have a long or short position or hold-
ing in the securities, options on securities, or other related investments of issuers mentioned herein.

An employee or director of Morgan Stanley & Co. Incorporated, Dean Witter Reynolds Inc. and/or their affiliates is a director of Dell Computer, .

The investments discussed or recommended in this report may not be suitable for all investors.  Investors must make their own investment decisions based
on their specific investment objectives and financial position and using such independent advisors as they believe necessary.  Where an investment is de-
nominated in a currency other than the investor’s currency, changes in rates of exchange may have an adverse effect on the value, price of, or income de-
rived from the investment.  Past performance is not necessarily a guide to future performance.  Income from investments may fluctuate. The price or value of
the investments to which this report relates, either directly or indirectly, may fall or rise against the interest of investors.

To our readers in the United Kingdom: Morgan Stanley Dean Witter, regulated by the Securities and Futures Authority Limited, and/or its affiliates may be
providing or may have provided significant advice or investment services, including investment banking services, for any company mentioned in this report.
Private investors should obtain the advice of their Morgan Stanley Dean Witter representative about the investments concerned.

This publication is disseminated in Japan by Morgan Stanley Dean Witter Japan Limited and in Singapore by Morgan Stanley Dean Witter Asia (Singapore)
Pte.

To our readers in the United States:  While Morgan Stanley Dean Witter has prepared this report, Morgan Stanley & Co. Incorporated and Dean Witter Rey-
nolds Inc. are distributing the report in the US and accept responsibility for it contents.  Any person receiving this report and wishing to effect transactions in
any security discussed herein should do so only with a representative of Morgan Stanley & Co. Incorporated or Dean Witter Reynolds Inc.

To our readers in Spain: AB Asesores Bursatiles Bolsa SVB, S.A., a Morgan Stanley Dean Witter group company, supervised by the Spanish Securities
Markets Commission (CNMV), hereby states that this document has been written and distributed in accordance with the rules of conduct applicable to finan-
cial research as established under Spanish regulations.

To our readers in Australia: This publication has been issued by Morgan Stanley Dean Witter but is being distributed in Australia by Morgan Stanley Dean
Witter Australia Limited A.C.N. 003 734 576, a licensed dealer, which accepts responsibility for its contents.  Any person receiving this report and wishing
to effect transactions in any security discussed in it may wish to do so with an authorized representative of Morgan Stanley Dean Witter Australia Limited.

To our readers in Canada:  This publication has been prepared by Morgan Stanley Dean Witter and is being made available in certain provinces of Canada
by Morgan Stanley Canada Limited.  Morgan Stanley Canada Limited has approved of, and has agreed to take responsibility for, the contents of this infor-
mation in Canada.

Additional information on recommended securities is available on request.
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