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Favorable Results in the Housing Business; Above Our Expectations
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Opinion and Recommendation
CADU presented solid results in the housing business in 2Q19, which were above our projections,
mainly due to strong growth in the residential segment. However, these results were offset by a
sharp reduction in other businesses revenues due to an unfavorable comparison base, which
resulted in lower total revenues and EBITDA in the current quarter. The company generated
positive free cash flow.
We believe that the valuation of CADU’s shares is very attractive as they currently trade at a
forward EV/EBITDA 2019E of 6.3x, a projected P/E of 6.2x and a P/BV of 1.1x. We are reiterating
our BUY recommendation with a target price of MXN$18.80 per share.

2Q19 Results
CADU’s total revenues decreased 5.3% YoY (we projected -6.2%) to MXN$1,285 million due
mainly to a 73.5% YoY reduction in other businesses as a result of an unfavorable comparison
base. Last year, the company participated in a self-construction program with subsidies provided
by the government to low-income people, which no longer exists.
However, housing sales rose 7.4% YoY (we expected + 6.1%) to MXN$1,236 million in 2Q19,
mainly driven by the recognition of MXN$152 million revenues related to the Allure residential
development, which had not been launched in 2Q18. From their part, sales of the social interest
segment remained practically unchanged. This was partially offset by a 26.2% YoY fall in middleincome sales since potential buyers are taking longer to decide due to the prevailing
macroeconomic situation.
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As a result of the stronger revenue mix, the average price was MXN$535 thousand in 2Q19, with a
sharp 15.8% YoY increase. The average price in social interest rose 8.1% YoY to MXN$395
thousand. In the middle segment, it was up 2.9% YoY to MXN$2.45 million. The average price at
the Allure development was MXN$15.16 million.
The volume of subsidized units decreased 49.2% YoY to 420 units.
Gross margin improved to 33.3% in 2Q19, from 30.8% in 2Q18, supported by the stronger sales
mix and the reduction in construction revenues, which generate lower profitability than the housing
business.

The incorporation of the residential projects, which implies higher commissions and more
promotion and advertising expenses, boosted the administration and sales expenses to 12.4% of
total revenues in the current quarter, from 9.9% in the same period of the previous year.
The EBITDA margin was 24.2% (we expected 23.1%) in 2Q19, in line with that of 2Q18. Therefore,
the company's consolidated EBITDA decreased 5.3% YoY (we projected -10.1%) to MXN$311
million.
Net income was MXN$228 million in 2Q19, with an annual reduction of 2.9% (we anticipated 6.1%). This small drop was attributed to the aforementioned operating performance, partially
compensated by a lower provision of taxes. ROE was 18.9%.
The net debt to EBITDA ratio was 2.7x at the end of 2Q19, compared with 1.9x at the end of 2Q18.
Total debt experienced a 30.9% YoY rise in 2Q19 due to a higher amount of bridge loans and the
issuance of the CADU 19 Cebures. The weighted average cost of debt was 11.56% in 2Q19. 100%
of the debt was at a variable rate.
The working capital cycle was 827 days in 2Q19, compared to 653 days in 2Q18 as a result of
higher inventories of work in progress and finished housing. Despite this, the company presented a
positive free cash flow of MXN$41 million in 2Q19, which compares favorably against the positive
free cash flow of MXN$33 million in 2Q18 and the negative free flow of MXN$94 million in 1Q19.
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Disclaimer.

The current report was prepared by Miranda Global Research
("Miranda GR") for CI Casa de Bolsa, S.A. de C.V. 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.
Miranda Global Research receives fees from Corpovael, S.A.B
de C.V. (“CADU”) for independent analyst services.
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