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Opinion and Recommendation:

• QUÁLITAS 1Q20 results were extremely positive as they
exceeded our projections and consensus by far. Premiums
written premiums rose 14.5% YoY and the combined index
was 80.2%, a historically low level, which boosted the
operating result by 90.3% YoY. In addition, net profit increased
20.4% YoY, its second highest historical level, and the L12M
ROE reached 43.8%, despite lower financial gains.

• We expect a positive short-term reaction and we are
reiterating our BUY recommendation with an MXN$100.0
target price. The valuation of QUÁLITAS shares seems very
attractive to us with an estimated P/E of 6.3x and a P/VL of
2.1x.

• QUÁLITAS announced the payment of a MXN$1.70 cash
dividend from next May 11th, the creation of a MXN$1.4
billion reserve buyback reserve and the cancellation of 12
million shares, which we believe is also positive news.

1Q20 Results

Premiums written were up 14.5% YoY to MXN$9,605 million as
result of an 8.8% growth in the traditional segment, +22.5% in
financial institutions and +46.5% in foreign subsidiaries, which
was partially offset by a 82.3% drop in others. Premiums
earned grew 16.2% YoY to MXN$9,346 million. QUÁLITAS'
premium portfolio comprised 78.4% of annual premiums and
21.6% of multi-year premiums in 1Q20, compared to a 71.1/
28.9% mix in 1Q18.

The number of insured units rose 2.3% YoY to 4.3 million
despite the fact that auto sales contracted 10.9% in the past
three months. We believe that QUÁLITAS continues to be favored
by its extensive distribution network and state-of-the-art
technology. In Mexico and El Salvador, insured units increased
2.1% and 2.7%, respectively. In Costa Rica, the United States,
and Peru, the growth was 8.2%, 9.3%, and 19.3%, respectively.
The cost and expense structure improved significantly, mainly
due to a 9 percentage points reduction in the loss ratio to
51.9%. This indicator benefited from a 16.2% drop in the
number of thefts at the industry level, and -19.3% in the case
of QUÁLITAS, coupled with a greater recovery of stolen vehicles.
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Very Positive 1Q20 Results, Exceeding our Projections and Consensus
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2020E Target Price (MXN$) $ 100.00

Current Price (MXN$) $ 76.86

Min / Max  (L12M) $ 45.61 - 99.12

Expected Dividend (MXN$) $ 1.70

Expected Return 32.3%

Market Cap (MXN$ Mn) 31,743            

Oustanding Shares (Mn) 413.0              

Float 43.1%

6-month ADTV (MXN$ Mn) $ 59.8



QUÁLITAS: 1Q20 Results

In addition, the number of claims decreased 29% annually
during the last two weeks of March due to the health
contingency.

The acquisition ratio advanced slightly to 22.4% due to a
higher premium issuance through financial institutions, which
require higher commissions. The operating index was up 1.8
percentage points to 5.9% as a result of a 40% increase in the
profit-sharing reserve. The combined index was 80.2% in
1Q20, well below 87.1% in the same period of the previous
year. The operating result registered a significant 90.3% YoY
increase as a result.

Comprehensive financing result decreased 91.4% YoY to
MXN$59 million due to the volatility in the stock market. Despite
this, net income grew 20.4% YoY, closing the quarter at
MXN$1,440 million. L12M ROE was 43.8% in 1Q20, from only
33.0% in 1Q19.

QUÁLITAS had a MXN$11,534 million solvency margin, which
represented a solvency margin percentage of 526%.

QUÁLITAS will hold its conference call tomorrow, Wednesday,
April 22 at 9:00 AM Mexico City time (10:00 AM EST). The dial-in
for Mexico is 01 800 522 0034, the United States and Canada:
(877) 407 8035, and International: (201) 689 8035. No
password required. There will also be a webcast at the following
link: https://www.webcaster4.com/Webcast/Page/1164/
34273.
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QUÁLITAS: 1Q20 Results

(Figures in MXN$ Mn) 1Q20 1Q20E Diff. 1Q19 Change

Premiums Written 9,605 8,793 9.2% 8,387 14.5%

Net Premiums Written 9,436 8,755 7.8% 8,350 13.0%

Premiums Earned 9,346 8,505 9.9% 8,043 16.2%

Acquisition Cost -2,110 -1,926 9.6% -1,848 14.2%

Loss Cost -4,854 -5,273 -7.9% -4,898 -0.9%

Technical Result 2,381 1,306 82.4% 1,297 83.7%

Net Operating Expenses -564 -361 56.4% -344 64.2%

Underwriting Result 1,817 947 92.0% 955 90.3%

Comprehensive Financing Result 59 79 -25.6% 681 -91.4%

Pre-Tax Profit 1,876 1,025 82.9% 1,636 14.7%

Tax Reserve -435 -273 59.7% -439 -0.8%

Net Profit Before Minorities 1,440 753 91.3% 1,197 20.4%

  Minority Interest -1 -0 108.6% -1 56.4%

Net Profit After Minorities 1,439 752 91.3% 1,196 20.4%

EPS 3.39$   1.77$   91.3% 2.78$   21.8%

FINANCIAL RATIOS 1Q20 1Q20E Diff. 1Q19 Diff.

Acquisition Index 22.4% 22.0% 37 22.1% 23

Loss Index 51.9% 62.0% -1,006 60.9% -896

Operating Index 5.9% 4.1% 177 4.1% 178

Combined Index 80.2% 88.1% -792 87.1% -695

Adjusted Combined Ratio 80.6% 88.9% -833 88.2% -759

Underwriting Result 19.4% 11.1% 831 11.9% 757

Tax Rate 23.2% 26.6% -337 26.8% -363

ROE 43.8% 39.9% 388 33.0% 1,082

ROA 9.2% 8.4% 77 5.4% 380
Source: Quálitas, BMV



Disclaimer
The current report was prepared by Miranda Global Research ("Miranda GR") for Vector 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 Quálitas Controladora, S.A.B. de C.V. for independent analyst
services.


