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Servicios Corporativos Javer, S.A.B. de C. V.
4Q18: Lower Demand in the Social Interest and Middle-Income
Segments Coupled with Non-Recurring Expenses
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Summary and Recommendation
We are downgrading Javer shares to HOLD and reducing our year-end 2019 target price to MXN$18.00 per share
(from BUY with a MXN$20.0 target price). The potential return is 7.4%, including an expected 1.5% dividend
yield. We believe that the expectation of a slow start of the year and the stock’s current valuation fully justify our
neutral stance.
4Q18 Results
Javer’s sales declined 12.7% YoY in 4Q18, reaching MXN$2.032 billion. The main reason was a substantial
55.4% YoY reduction in social interest revenues and a 10.8% YoY decline in the medium income segment. On
the positive side, residential housing sales increased 14.1% YoY. Land sales nearly tripled to MXN$27 million,
but accounted for only 1.3% of revenues.
The total number of units sold fell 22.3% YoY to 4,340, which included a 55.5% reduction in social interest and
a 13.0% decline in middle income, which was partially mitigated by a 18.2% rise in residential. Infonavit +
Cofinavit credits accounted for 92.3% of units sold in 4Q18, compared to 93.8% in 4Q17. However, the company
experienced a 56.6% decrease in subsidized units to only 500 due to the new government’s policies. This type of
units represented 11.5% of total units sold in 4Q18, compared to 20.6% in 4Q17. Vertical units accounted for
23.1% of total units, compared to 19.8% in 4Q17. Meanwhile, Javer’s average price improved 11.3% YoY to
MXN$462,000 due to a better sales mix.
Gross margin contracted 80 bps to 25.9% in 4Q18 as a result of a lower volume. Sales and administrative expenses
rose 11.3% YoY mainly due to severance payments and debt refinancing expenses. This led to a 27.7% YoY
EBITDA reduction in the current quarter. However, this indicator increased 11.0% on a cumulative basis in 2018.
Furthermore, the integral cost of financing was up 43.6% YoY to MXN$183.0 million due to a combination of
higher interest payments associated with rising interest rates, lower interest gains and higher FX losses. The
quarterly net profit was down 87.8% YoY to MXN$17.6 million.
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Javer continued with a manageable net debt to EBITDA ratio of 2.38x at the end of 4Q18, which compared to
1.80x in 3Q18 and 2.04x in 4Q17.
The company generated negative free cash flow of MXN$256 million in 4Q18 due to the acquisition of land
reserves amounting to MXN$1.0 billion during the year (+34.2%). As a result, Javer has enough reserves to build
88,455 units of which 67% were acquired directly by the company and the remainder 33% through land trusts.
Javer is currently analyzing several debt refinancing options that will allow it to optimize costs and terms. At the
beginning of January, the company decided to hedge 100% of the principal and 100% of the next three coupons
of its debt, which has effectively eliminated the FX impact.
The company mentioned that it opened 17 projects in 2018 of which 10 were in the medium segment and 7 in the
residential one.
Javer provided its guidance for the current year which includes flat sales which a lower volume, although with an
improved mix which should boost the EBITDA by 2.5-5.0%. The free cash flow generation will be positive during
the year. The first two quarters will be the most affected ones given the lack of subsidies. The company will also
experience higher working capital requirements during the beginning of the year due to the launching of 17 new
developments during the first half and 6 more during the second half. However, this effect will likely reverse
during the second half of the year due to the titling of units.
The company said that Infonavit is currently studying the implementation of certain measures aimed at increasing
the maximum credit amount to 2.8 UMAs (measure and actualization units) in order to offset the elimination of
subsidies.
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Disclaimer
The current report was prepared by Miranda Global Research (“Miranda GR”). The information is presented in
summarized form and is not meant to be complete. There are no declarations or guarantees, expressed or implicit,
in respect to the accuracy, impartiality or integrity of the information.
Miranda GR, in accordance to applicable legislation, has made sure that the presented personalized
recommendation is reasonable to the client, as it has verified congruency between the client’s profile and the
profile of the financial product. Under no circumstance should it be understood that the fulfillment of the
previously mentioned recommendation, guarantees the result or the success of the proposed strategies in the
presented document.
The information included in this presentation was obtained from public and/or private sources. Projections or
previsions included in this presentation, are a generalized recommendation and are based on subjective
assumptions and estimations about events and circumstances that have not yet happened and are subjected to
significant variations. Therefore, it is not possible to guarantee that any of the results included in the current report
will happen in the future, in other words, it does not guarantee the result or the success of the posed strategies.
This report has been prepared solely with informational purposes. No declarations are made in respects to
precision, sufficiency, veracity or accuracy of the information and opinions hereby included. Miranda GR will not
answer (either because of negligence or for any other reason) for any damage or detriment derived or related to
the use of this report or its content, or any connection to the report. Miranda GR is not responsible for the use or
association with this report, including but not limited to, any declaration, expressed or implicit or guarantees or
omissions included in this information.
This report is based on facts and/or events that have happened up to this date, consequently any future facts and/or
events can impair the conclusions hereby expressed. Miranda GR does not assume any responsibility to update,
review, rectify or invalidate this report based on any future occurrence.
The opinions related to this report eventually expressed by Miranda GR, should be considered only as
suggestions/recommendations to better operate various topics related to the presentation.
This report and its contents are property of Miranda GR and cannot be reproduced or broadcast in part or in its
entirety without the previous written consent of Miranda GR.
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