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CADU (BUY, T.P. MXN$18.60) – INITIATION OF COVERAGE 

“Excellent Outlook Supported by The Middle and Residential Segments”  

We are initiating coverage on Corpovael, S.A.B. de C.V. (“CADU”) with a BUY recommendation 

and a year-end target price of MXN$18.60, which represents a potential yield of 25.5% against 

the current market price, including a 5.5% dividend. Our recommendation is mainly due to 

CADU’s solid fundamentals, its attractive growth potential, its high dividends, and its low 

valuation.  

Investment Thesis 

Solid fundamentals. This includes CADU's leading position in the Mexican housing market, 

mainly in the State of Quintana Roo, its flexible business model that allows the company to adapt 

itself to demand and take advantage of market opportunities, its solid financial structure, and its 

management team with well-known track record of value creation. 

Attractive growth potential. We expect CADU’s revenues, EBITDA and net profit to grow at 

average annual rates of 8%, 8% and 5% respectively, during the 2019-2024 period, supported by 

Mexico’s high housing deficit and the company’s focus on the medium and residential segments. 

We believe that our projections might prove to be conservative since they do not include the 

possible benefits of the New National Housing Policy, which could include new measures to 

support the social interest segment. 

High dividends. CADU will distribute an MXN$0.85 per share cash dividend this year, with a 5.5% 

yield against the current market price. This is one of the highest distributions among Mexican 

public companies. 

 

 

 

 

 

 

 

 

 

 
 

Source: Miranda Global Research 

 

 

  

Martin Lara 

+5255-6413-8563 

martin.lara@miranda-gr.com 

MULTIPLES 2018 L12M 2019E 2020E 2021E 2022E 2023E 2024E

EV/EBITDA 7.3x 7.0x 6.6x 6.2x 5.9x 5.7x 5.5x 5.2x

P/E 6.8x 6.3x 7.0x 6.9x 6.4x 5.9x 5.5x 5.1x

P/BV 1.2x 1.1x 1.1x 1.0x 0.9x 0.8x 0.8x 0.7x

Dividend Yield 4.8% 4.8% 5.5% 5.8% 6.0% 6.3% 6.7% 7.0%

OPERATING INDICATORS 2018 L12M 2019E 2020E 2021E 2022E 2023E 2024E

Sales 4,626 4,869 4,828 5,252 5,699 6,174 6,681 7,221

EBITDA 1,110 1,186 1,175 1,295 1,405 1,521 1,646 1,781

EBITDA Margin 24.0% 24.4% 24.3% 24.6% 24.7% 24.6% 24.6% 24.7%

Net Profit 778 843 756 768 827 899 967 1,037

EPS $2.28 $2.46 $2.21 $2.24 $2.42 $2.63 $2.83 $3.03

Net Debt 2,696 2,890 2,334 2,573 2,901 3,210 3,504 3,782

Net Debt / EBITDA 2.4x 2.4x 2.0x 2.0x 2.1x 2.1x 2.1x 2.1x

Δ% Sales 3% 6% 4% 9% 8% 8% 8% 8%

Δ% EBITDA 6% 12% 6% 10% 9% 8% 8% 8%

Δ% Net Profit 9% 16% -3% 2% 8% 9% 8% 7%

Δ% EPS 9% 16% -3% 2% 8% 9% 8% 7%
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Negative free cash flow in 2019, but positive the following years. We expect CADU to generate 

negative cash flow during the current year due to investments in vertical housing in the medium 

and residential segments. For the next few years, we project that CADU will generate positive 

free cash flow with which its leverage will decrease up to 2.1x in 2024, from the current level of 

2.4x. 

Favorable presidential period for the housing sector. We believe that the National Housing Policy 

will support the demand for social interest housing, which will help to reduce the existing deficit of 

approximately 9 million homes. In addition, we consider that the people in charge of the relevant 

organizations (INFONAVIT, FOVISSSTE, CONAVI) are very capable. 

Valuation 

CADU trades at a forward EV/EBITDA of 6.6x and at a projected P/E of 7.0x, for 2019. These 

multiples compare with the averages of 7.7x and 10.5x, respectively, of housing developers in 

Latin America. We believe that these discounts are not justified due to CADU's solid 

fundamentals, its attractive growth potential and its high dividends. 

We established a MXN$18.60 per share target price through a discounted cash flow model which 

includes a perpetuity growth rate of 6.6% in nominal terms and an 8.4% WACC. The target 

multiples are 7.0x in terms of forward EV/EBITDA and 8.3x in terms of projected P/E which 

compare against the five-year averages of 6.5x and 6.6x, respectively. We expect CADU to trade 

more in line with its Latin American peers in the future. 

Main risks 

CADU’s main risks include: i) macroeconomic volatility; ii) adverse regulatory or fiscal changes; 

iii) changes in the availability of mortgage loans; iv) greater competition from other housing 

developers; v) changes in the management team; vi) concentration of revenues in Cancun and 

Playa del Carmen; and, vi) low liquid shares. 

CI Análisis Bursátil 
Miranda Global Research  
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THE HOUSING SECTOR IS A PRIORITY FOR THE CURRENT GOVERNMENT 

In our opinion, the housing sector is a priority for the current government since it contributed with 

5.9% of GDP in 2018, according to information from CONAVI. In addition, it employed 2.9 million 

people. For this reason, we do not anticipate adverse regulatory changes that could affect the 

housing developers. 

In fact, AMLO's campaign proposals include: i) an increase in the supply of housing; ii) higher 

financing and improvement of FOVISSSTE’s programs; iii) financing to non-employees; iv) 

strengthening of the housing program; v) investment in infrastructure for urban strengthening; vi) 

legal regulation and operation; and) regulation of the land market. 

HIGH HOUSING DEFICIT IN MEXICO 

The Mexican housing market offers significant long-term growth potential since there is an 

estimated deficit of around 9 million homes, according to INFONAVIT’s and CONAVI’s figures at 

the end of 2016. 

In 2018, we estimate that around 606 thousand new families were created. However, only 341 

thousand of them had access to a mortgage. On the other hand, only 454 thousand homes were 

offered, increasing the deficit by 163 thousand homes. 

In the future, we estimate that around 580 thousand houses will be needed annually until the year 

2030, mainly due to a similar creation of new families given the population growth of 

approximately 1 million inhabitants per year. However, we project that only 56% of new homes, 

equivalent to 325 thousand per year, will have access to mortgage loans and that the remaining 

44% will increase the housing deficit. In other words, it seems that the housing deficit will not 

reduce anytime soon. 

With respect to the supply of credit for new housing, it amounted to MXN$196 billion in 2018, 

which represented a slight reduction compared to MXN$201 billion in the previous year. Within 

the amount placed in 2018, nearly MXN$96 billion corresponded to commercial banks, down 

3.1%. INFONAVIT placed almost MXN$82 billion, practically unchanged with respect to the 

previous year, and FOVISSSTE granted loans amounting to MXN$18.1 billion, with an 8.3% 

reduction. For this year, we estimate that Mexico’s total mortgage credit will grow 3% to close at 

MXN$203 billion, which will include a 9% increase in INFONAVIT, partially offset by stable 

performance at the commercial banks and an additional 5% fall at FOVISSSTE. For the next few 

years, we expect total mortgage credit to rise at an average annual rate of at least 6%, given the 

low penetration with respect to GDP. 

CI Análisis Bursátil 
Miranda Global Research  
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Graph 1.- Total Mortgages in Mexico México (Billion Pesos) 

 

 

 

 

 

 

 

 

 

 

 

 

Fuente: INFONAVIT, FOVISSSTE, Banca Comercial 

 

INFONAVIT is the main driver of the low-income housing sector in Mexico, since it placed more 

than 213 thousand mortgages for new houses in 2018, with an average amount of MXN$384 

thousand per mortgage. FOVISSSTE placed 26,463 mortgages with an average amount of 

MXN$684 thousand, while commercial banks placed 75,544 loans with an average amount of 

MXN$1.28 million. 

 

Graph 2.- Breakdown of Mortgage Credits by Institution (2018) 

 

 

 

 

 

 

 

 

 

Source: INFONAVIT, FOVISSSTE, Commercial Banks 
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INFONAVIT’s financing program for the 2019-2024 period contemplates a 5% annual average 

growth in the total amount of mortgages to be granted for the financing of new homes, used 

homes and improvements.  

Graph 3.- INFONAVIT’s 2019-2023 Financing Program 

 

 

 

 

 

 

 

 

 

 

 

Fuente: INFONAVIT 

 

Over the next few years, more than 50% of INFONAVIT loans will be aimed at the income 

segments below 4.0 UMA's (1 UMA = MXN$2,568.50 per month). 

 

Graph 4.- Breakdown of INFONAVIT’s Credits by Segment, 2019-2023E 
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An important point is that there were around 11.5 million INFONAVIT beneficiaries who did not 

have a loan from this institution at the end of 3Q18. 

However, INFONAVIT estimates that the potential demand was 6.1 million beneficiaries who 

meet the necessary score (116 points or more) of which 46% was concentrated in the segment 

earning up to 2.6 UMA's, 20% between 2.61 and 3.0 UMA's, 8% between 3.1 and 4.0 UMA's, 

17% between 4.1 and 5.0 UMA's and the remaining 9% in more than 5.1 UMA's. In the regions 

where CADU operates, the potential demand is 2.56 million INFONAVIT beneficiaries. 

Macroeconomic environment 

We believe that the macroeconomic environment has deteriorated recently due mainly to the 

trade war between the US and China. In fact, CI Casa de Bolsa's Economic Analysis team 

expects a GDP growth of 1.3% in 2019 and 1.9% in 2020. It also projects that the US dollar will 

close at MXN$19.60 in 2019 and MXN$20.00 in 2020. However, we believe that CADU is highly 

defensive in this environment due to the significant housing deficit that exists in the country, as 

well as the company’s flexible business model and its low leverage. 

LOWER SUBSIDIES BY CONAVI 

In 2006, the Federal Government launched a subsidy program for people who earned up to 2.6 

minimum wages, which was granted by CONAVI. This program was modified in 2014 to increase 

the maximum salary up to 5.0 minimum wages. The land reserves that qualify for a subsidy by 

the Federal Government, have to be located in the U1, U2 or U3 urban areas, as established by 

the Secretaría de Desarrollo Agrario, Territorial y Urbano (SEDATU). All of CADU’s land reserves 

are located in the U1, U2 and U3 urban areas. 

CONAVI’s subsidies amounted to MXN$5,689 million in 2018. The Government’s 2019 Economic 

Package included a subsidy reduction to only MXN$1,717 million, of which only MXN$400 million 

will be for new housing. We believe that this reduction will continue to affect the demand for 

affordable housing. However, CADU has been able to face this situation successfully since last 

year it prepared itself against possible regulatory changes in the sector.   

Graph 5.- CONAVI’s Subsidies (MXN$ Mn) 

 

 

 

 

 

 

 

 

 

Source: CONAVI 
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FAVORABLE PRESIDENTIAL PERIOD FOR THE HOUSING SECTOR 

The new National Housing Policy for the 2019-2024 period will likely be announced during the 

next few weeks. Its purpose will be to support the demand for low-income housing in order to 

reduce the existing deficit of approximately 9 million homes. We believe that it will be favorable 

for the Mexican housing developers. 

We believe that the National Housing Policy could include certain new measures that will be 

applied through INFONAVIT such as the use of a benefit aimed at reducing the principal payment 

in a faster way and an increase in the maximum amount of mortgage loans. 

 Benefit for the anticipated reduction of the principal amount. According to an interview in 

certain media with Federico Sobrino, former Director to INFONAVIT’s Board, the 

beneficiaries who have a mortgage loan will be able to use a benefit to pay the capital more 

quickly. Such benefit will likely represent around 5% of the workers' salary. 

 Increase in the maximum amount of mortgage credits. On May 22, INFONAVIT’s Board of 

Directors ratified the "Maximum Credit Amount" program, which will begin next July 3rd. It will 

include an increase in the amount of credit for beneficiaries who earn between 1.0 and 2.8 

UMA's (between MXN$2,569 and MXN$7,191 per month). Such adjustment will be 16% in 

the case of workers who earn up to one UMA, +10% for those who earn up to two UMA's and 

+2% for those who earn up to 2.8 UMA's. In our opinion, this program could support the 

demand for affordable housing. We also believe that INFONAVIT will raise the maximum 

amount of mortgage loans for top earners. 

 Other possible measures. According to Gonzalo Méndez, National President of CANADEVI, 

another proposal includes an extension of the maturity period and an interest rate reduction 

of INFONAVIT’s mortgage loans. However, we note that some of these measures were 

already included in the "Shared Responsibility Program" that this Institute launched in early 

February. According to Federico Sobrino, another proposal includes the use of the workers’ 

retirement savings (we assume the Afore’s retirement sub-account) to purchase housing and 

to reduce the payment period. 

 

CADU’S MAIN COMPETITIVE ADVANTAGES 

Leading Position in the State of Quintana Róo 

Quintana Róo’s growth prospects are very favorable since there many new hotels and resorts 

under construction, which will require a lot of personnel to operate. These workers will in turn 

need new housing. CADU is very well positioned to capture this expected population growth as it 

is one of the largest companies in this state, with an estimated 33.3% market share in the low-

income segment. In the cities of Cancún and Playa del Carmen, CADU commands a market 

share of 22.7% and 58.2%, respectively, in the social interest segment, in terms of INFONAVIT 

loans. 

CI Análisis Bursátil 
Miranda Global Research  
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Flexible Business Model 

During the US "subprime" crisis that took place in 2008, CADU anticipated the reduction in the 

amount of financing for medium and residential housing in Mexico and thus focused on the low-

income housing segment from 2009. This strategy allowed the company to grow 83% in terms of 

units and 28% in terms of home sales revenues during that year, which is a clear sign of the 

strength of its flexible model. 

From 2013, CADU started to build medium-interest houses supported by a higher financing 

provided by the commercial banks. In 2017, the company launched its first residential 

development "Allure".  

In 2018, CADU anticipated the regulatory changes that occurred after the entry of the new 

government at the end of that year. This allowed the company to continue growing in the social 

interest segment in 2018 and early 2019, despite the reduction in the amount of low-income 

housing subsidies. As a result, CADU generated 68% of revenues in the social interest segment, 

11% in the middle segment and 11% in the residential segment in the last twelve months ending 

in 1Q19. 

 

Graph 6.- Breakdown of Revenues (2013-1Q19) 

 

 

 

 

 

 

 

 

 

 

 

Source: CADU 

High Profitability / Vertical Integration 

During the last years, CADU registered an EBITDA margin of at least 19.5% due to its focus on 

profitability and economies of scale in the purchase of materials. This margin is the highest in the 

industry: in 1Q19, CADU reported a margin of 24.3%, compared to VINTE’s 22.0%, ARA’s 14.5% 

and JAVER’s 8.2%. 

Likewise, CADU presented an 18.8% ROE for the last twelve months ended March 31st of this 

year, compared to VINTE’s 19.0%, ARA’s 6.1% and JAVER’s 9.6%. 

CI Análisis Bursátil 
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Graph 7.- EBITDA Margin and ROE of Mexican Housing Developers (1Q19)  

 

 

 

 

 

 

 

 

 

Source: CADU, VINTE, ARA, JAVER 

 

Prudent Financial Policy 

Since 2013, CADU has maintained a solid financial structure with a net debt to EBITDA ratio that 

has never exceeded 2.5x. At the end of 1Q19, this indicator stood at 2.4x. We expect it to 

gradually fall to 2.1x in 2024. The company's policy is to maintain a leverage of no more than 

2.5x in the future. 

 

Graph 8.- CADU’s Net Debt / EBITDA Ratio (2013-2019) 
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High Dividends 

CADU has consistently paid dividends during the last several years. In 2019, the company plans 

to distribute MXN$0.85 per share in two installments, the first one before June 30th and the 

second one before September 30th. The dividend yield will be 5.5% compared to the current 

market price, which is one of the highest among Mexican public companies, excluding the Fibra 

sector. CADU’s dividend yield has averaged 5.2% since 2015, while the "payout" has been 45%. 
 

Table 1.- CADU’s Historical Dividends 

 

 

 

 

 

 

 

 

 

Source: CADU, Bloomberg 
 

Management team with a Solid Track Record 

We believe that CADU’s management team is one of its main competitive advantages. It has 

managed the company since its founding in 2001, and it has faced major economic crises in 

Mexico and the United States in a successful way. In addition, it has generated an average 

annual growth in revenues, EBITDA and net income of 11.0%, 12.1% and 20.5%, respectively, 

within the 2013-1Q19 period, with high profitability and a solid financial structure. 
 

Table 2.- CADU’s Management Team 

 

 

 

 

 

 

 
 

   Source: CADU 
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Dividend Dividend

per Share Yield Payout EPS

2010 0.73$            n.d. 1.91$            

2011 1.00$            n.d. 52% 2.03$            

2012 1.39$            n.d. 68% 2.46$            

2013 1.88$            n.d. 76% 2.59$            

2014 0.88$            n.d. 34% 2.98$            

2015 0.29$            n.d. 10% 1.24$            

2016 0.66$            4.4% 53% 1.70$            

2017 0.66$            6.0% 39% 2.08$            

2018 0.75$            5.0% 36% 2.41$            

2019 0.85$            5.5% 35% 2.43$            

Average 5.2% 45%

Pedro Vaca Elguero Chairman and CEO

Pablo Vaca Elguero CEO Construction Companies

Joaquín Vaca Elguero Jalisco Director

Javier Cervantes Monteil CFO

Manuel Araiza Luébano COO

Israel Godina Machado Legal Director

Mario Rodíguez Durón General Accountant

Jesús Guilabert Boyer CADU Residences Director 

Enrique Esquer Valle de México Director 

Victor Rodríguez García Administration Director
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Graph 9.- CADU’s Revenues, EBITDA and Net Profits (2013 - L12M; MXN$ Mn)  

 

 

 

 

 

 

 

 

 

 
 

 Source: CADU 

 

But Higher Working Capital Cycle 

As a result of CADU's greater focus on vertical housing in the medium and residential segments, 

its working capital cycle rose to 795 days at the end of 1Q19, from 628 in 1Q18. This situation also 

led to a negative free cash flow generation in the second half of 2018 and in 1Q19. However, we 

expect both the working capital cycle and the free cash flow generation to stabilize during the 

current year. 

 

Graph 10.- Working Capital Cycle (Days) and Free Cash Flow (MXN$ Mn) 
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ATTRACTIVE GROWTH POTENTIAL 

We expect CADU’s revenues, EBITDA and net profits to grow at CAGR of 8%, 8% and 5%, 

respectively, within the 2019-2024 period, based on the following assumptions: 

 We expect the number of total units to increase at an average annual rate of 3.9%. In the 

social interest segment, we project a rebound of 4.1% in 2019 (after a substantial 24.4% fall 

in 2018), followed by an average annual increase of 4.0%. In the middle segment, we 

anticipate that volume will decline 24.1% this year, but that it will rise at a 5.0% average 

annual rate in 2020-2024. In residential housing, we expect the company to sell 60 units 

during the current year, reaching 80 units in 2024; 

 For 2019, we estimate that CADU’s average price will increase 10.9% due to the change in 

the sales mix. For the next years, we expect the average price to rise in line with inflation in 

all segments; 

 We anticipate that the gross and EBITDA margin will remain practically unchanged at 31.9% 

and 24.3%, respectively, in 2019. For 2020, we expect a slight improvement due to CADU's 

focus on the medium and residential segments, remaining at those levels during the following 

years;  

 This will lead to an average annual EBITDA growth of 8.2% in the 2019-2024 period; 

 We believe that CADU will generate negative free cash flow in 2019 as a result of the 

development of vertical housing in the middle and residential segments; however, we expect 

the company to deliver a positive free cash flow from 2020 due to lower investments in land 

reserves and housing developments; 

 We project that CADU will close 2019 with a net debt to EBITDA ratio of 2.4x, in line with the 

current level of 2.4x; however, we expect this indicator to gradually fall to 2.1x by the end of 

2024 due to the positive free cash flow generation; 

 

Graph 11.- Projected Sales and EBITDA (2019-2024E; MXN$ Mn) 

 

 

 

 

 

 

 

 

Source: CADU, Miranda Global Research 
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VALUATION 

Price Performance vs. IPC 

CADU’s A shares have performed in line with the IPC index during the last twelve months. We 

expect them to outperform in the medium term due to their low valuation, attractive growth 

potential, solid financial structure and positive free cash flow generation from 2020.  

 

Graph 12.- CADU A vs. IPC 

 

 

 

 

 

 

 

 

 

 Source: Bloomberg 

 

Relative Valuation Against Latin American Housing Developers 

CADU shares are trading at a forward EV/EBITDA of 6.6x and a projected P/E of 7.0x, in both 

cases for 2019. These multiples compare against the averages of 7.7x and 10.5x, respectively, of 

Latin American housing developers, as can be seen in the following table. This justifies our 

optimistic view on CADU’s shares. 

 

Table 3.- Valuation Table of Latin American Housing Developers 

 

 

 

 
 

Fuente: Bloomberg, Miranda Global Research 
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Company 06/06/19 5D YTD (USD Mn) 2019E 2020E 2019E 2020E P / BV 2019E 2020E Yield

Cadu A  $       0.78 8.7% 3.3%                269 6.6x 6.2x 7.0x 6.9x 1.1x -1% 8% 5.5%

Vinte *  $       1.41 1.1% -2.5%                268 8.4x 7.8x 9.7x 9.0x 1.8x 7% 7% 4.1%

Ara *  $       0.22 4.3% -14.7%                284 4.1x 3.9x 6.3x 5.9x 0.4x 6% 5% 3.3%

Javer *  $       0.85 0.0% -0.7%                239 6.4x 5.9x 12.6x 13.4x 2.4x 4% 9% 0.0%

MRV Engenharia e Part  $       4.51 4.2% 41.6%            2,005 8.1x 7.4x 10.3x 9.2x 1.5x 14% 9% 6.4%

Tenda  $       5.58 6.7% 35.0%                583 6.5x 5.9x 9.7x 8.6x 1.9x 17% 10% 0.6%

Promedio / Total            3,647 7.7x 7.1x 10.5x 9.6x 1.4x 12% 9% 3.3%

Change (USD)       EV/EBITDA        P/E Δ EBITDA
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Discounted Cash Flow Model (DCF) 

We set our year-end MXN$18.60 target price through a discounted cash flow model which 

includes a 6.6% perpetuity growth in nominal terms and an 8.4% WACC. To calculate the 

WACC, we used an 8.6% cost of capital, an 11.7% pre-tax cost of debt and a 42% debt to equity 

ratio for the end of the current year. 

 

Table 4.- Discounted Cash Flow Model 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 

Source: Miranda Global Research 
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(Figures in Million Pesos) 2020E 2021E 2022E 2023E 2024E Perp.

OPERATING PROFIT 1,089 1,183 1,279 1,385 1,499 1,598

Tax Rate 21% 21% 21% 21% 22% 30%

Tax Shield -223 -248 -262 -291 -330 -352

NOPLAT 866 934 1,017 1,094 1,169 1,247

Depreciation 14 17 21 25 31 33

Working Capital Changes -715 -852 -892 -933 -975 -1,039

CAPEX 0 0 0 0 0 0

FCFF 165 100 146 186 226 240

Perpetuity Growth Rate 6.6%

PV of Explicit Period (2019 - 2023E) 637

Perpetuity Value 13,284

PV of Perpetuity Value 8,182

Enterprise Value 8,819

Net Debt 2,334

Minority Interest 122

Market Value 6,363

Oustanding Shares 342

Target Price P$ 18.60

Current Market Price P$ 15.50

Potential Return Incl. Dividends 25.5%

Forward EV/EBITDA 7.0x

Forward P/E 8.3x

Average Cost of Debt 11.7%

LT Tax Rate 30.0%

After-Tax Cost of Debt 8.2%

Cost of Equity 8.6%

Market Risk Premium 6.0%

Risk-Free Rate 8.0%

Beta 0.10

% Total Debt 42.2%

% Capital 57.8%

WACC 8.4%
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Sensitivity Analysis 

We carried out a sensitivity analysis of CADU’s target price based on different levels of EBITDA, 

net profits and target multiples. We are comfortable with our MXN$18.60 target price as it implies 

that CADU’s shares will trade at a forward EV/EBITDA of 7.0x and a projected P/E of 8.3x, which 

compare against the averages of 6.5x and 6.6x, respectively, for the last five years. We expect 

CADU to trade more in line with its Latin American counterparts in he future. 

 

Table 5.- Sensitivity Analysis, EBITDA vs. EV/EBITDA 

 

 

 

 

 

 

Source: Miranda Global Research 

 

Table 6.- Sensitivity Analysis, P/E vs. Net Profit 

 

 

 

 

 

 

 

 

 
Source: Miranda Global Research 

 

COMPANY DESCRIPTION 

CADU is an integrated company in most of its operations, which dedicates itself to the design, 

urbanization, construction, promotion and sales of social, medium and residential housing. The 

company has presence in the States of Quintana Róo and Jalisco, as well as in the metropolitan 

area of Mexico City, Aguascalientes and Ciudad Juárez. In 1Q19, CADU sold 1,595 units and 

generated revenues of MXN$927 million, EBITDA of MXN$231 million and net income of 

MXN$177 million. CADU’s corporate offices are located in the City of Cancún. The company 

started operations in the City of Aguascalientes in 2001. It’s IPO was in December 2015. 
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-10% -5% Original +5% +10%

Projected EBITDA 1,168 1,230 1,295 1,359 1,427

Target EV/EBITDA

5.5x 10.89 11.88 12.93 13.97 15.06

6.0x 12.60 13.68 14.82 15.95 17.15

6.5x 14.31 15.48 16.71 17.94 19.23

7.0x 16.02 17.28 18.60 19.93 21.32

7.5x 17.73 19.08 20.50 21.92 23.41

8.0x 19.43 20.87 22.39 23.90 25.49

-10% -5% Original +5% +10%

Projected Net Profit 693 729 768 806 846

Target P/E

5.3x 10.71 11.28 11.87 12.46 13.09

6.3x 12.74 13.41 14.11 14.82 15.56

7.3x 14.76 15.54 16.36 17.18 18.04

8.3x 16.79 17.67 18.60 19.53 20.51

9.3x 18.82 19.81 20.85 21.89 22.99

10.3x 20.84 21.94 23.09 24.25 25.46
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Products 

CADU develops affordable housing with a price of up to MXN$500,000, which is financed mainly 

by INFONAVIT. The construction of this type of housing takes around 12-16 weeks. The clients 

are salaried workers. 

In the medium-interest segment, CADU develops housing with a price between MXN$500,000 

and MXN$2,500,000, which is financed by FOVISSSTE, INFONAVIT and the commercial banks. 

On the other hand, the company’s residential housing has a price above MXN$2,500,000 and is 

financed mainly by the commercial banks to buyers of second or third homes. 

Ownership Structure 

CADU has 342,022,974 outstanding series A shares, which are full-voting and free subscription. 

The average daily traded amount has been MXN$635,188 during the last six months, which is 

why we consider that they have a low liquidity. 

CADU’s shares are 67.17% owned by the company’s founding shareholders and main 

executives. The remaining 32.83% are free floating shares. 

 

Table 7.- CADU’s Ownership Structure 

 

 

 Source:  2018 Anual Report 

 

Corporate Governance 

CADU’s Board comprises 9 Directors, of which four are independent. This means that the 

company exceeds the Securities Market Law’s requirement that at least 25% of Board Directors 

have to be independent. In addition, CADU has an Audit and Corporate Practices Committee, 

which is chaired by Luis Guillermo Zazueta, an independent Board Director. 

 

Table 8.- CADU’s Board of Directors 

 

 

 

 

 

 
 

Fuente: CADU, Informe Anual 2018 
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Controlling Group 229,737,446       67.17%

Float 112,285,528       32.83%

Outstanding Shares 342,022,974       100.00%

Name Position

Pedro Vaca Elguero Chairman and CEO

Pablo Vaca Elguero Patrimonial Related Director

Luis Vaca Elguero Patrimonial Director

Joaquín Vaca Elguero Patrimonial Related Director

Javier Cervantes Monteil Patrimonial Related Director

Luis Zazueta Domínguez Independent

Alberto Sánchez Palazuelos Independent

Manuel Francisco Arce Rincón Independent

José Luis Romero Hicks Independent
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1Q19 Results 

CADU presented favorable results in 1Q19 as its revenues, EBITDA and net profit grew 34.6%, 

47.7% and 65.4%, respectively. This was mainly due to the fact that the company prepared itself 

beforehand against the subsidy reduction that the new Federal Government implemented from 

December last year. During the current quarter, the company did not sell any subsidized housing 

compared to around 19% of units in 1Q18.  

Total units sold grew 18.1% YoY to 1,595. As a result, the sales mix was 67% in social interest 

housing and 23% in the medium and residential segments. 

The average price per home was MXN$581 thousand, with a 21.8% YoY increase. This included 

a 15.8% rise in social interest to MXN$408 thousand, and a 7.8% increase in the middle segment 

to MXN$2.19 million. In addition, the company was able to sell residential housing with a price of 

MXN$13.3 million. 

Revenues of CADU’s social interest developments in Playa del Carmen and Cancún, which are 

the company’s largest ones, grew 47.1% and 48.9%, respectively, which is a clear example of 

the measures that CADU took to face the subsidy reduction. This was partially offset by a 

marginal revenue drop in social interest in the Mexico City Valley, as well as strong sales 

reductions of 56.8% and 38.5%, respectively, in the medium-interest developments in Cancun 

and the Mexico City Valley. 

 

Graph 13.- Breakdown of Revenues by Segment and Region (1Q19) 

 

 

 

 

 

 

 

Source: CADU 

 

Cost of sales was up 31.9% YoY. As a percentage of revenues, it decreased to 67.5% in 1Q19, 

from 68.9% in 1Q18. This improvement was due to lower revenues from construction services, 

which generate a lower profitability. However, selling and administrative expenses advanced 

34.0% YoY, representing 11.8% of sales in 1Q19, compared to 12.0% in 1Q18. The latter was 

due to economies of scale. For these reasons, CADU's EBITDA was up 47.7% YoY. The 

EBITDA margin was 24.3% in 1Q19, up from 22.2% in 1Q18.  

Net income was MXN$177 million in 1Q19, with an increase of 65.4% YoY thanks to a solid 

operating performance, combined with a strong reduction in the tax reserve. 
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CADU recorded a MXN$94 million negative free cash flow in 1Q19, which compares with the 

negative free cash flow of MXN$180 million in 4Q18 and positive MXN$76 million in 1Q18. The 

working capital cycle increased to 795 days at the end of 1Q19, from 628 days in 1Q18, as a 

result of higher inventory in process and finished housing. It was also influenced by the 

development of projects in the middle and residential segments, which have longer cycles. 

Land Reserve 

CADU’s policy is to maintain four years of land reserves. At the end of 1Q19, the company’s land 

reserve amounted to MXN$2,102 million, which was sufficient for the construction of around 

33,000 units. Around 60% of the reserves are located in Quintana Róo and the rest in other 

regions including the Mexico City Valley, and the States of Jalisco and Yucatán. It is worth 

mentioning that the market value of these reserves is more than MXN$4,700 million, which we 

believe will help the company to continue generating high margins in the future. 

 

Graph 14.- Land Reserves as of 1Q19 

 

 

 

 

 

 

 

 

 

 Source: CADU 

 

Debt / Maturity Profile 

CADU recorded a MXN$3,656 million total debt in 1Q19 with an annual increase of 33.6%. It 

consisted of bridge loans, working capital loans and medium-term notes “Certificados Bursátiles”, 

which are at variable rates and denominated in pesos. The average cost of the debt was 11.65%. 

CADU's “Certificados Bursátiles” include the following financial restrictions: i) revenues for the 

last twelve months should not decline by more than 30%; ii) total liabilities to capital below 3.0x; 

iii) a net debt to EBITDA ratio below 3.0x; iv) and, EBITDA to interest paid above 2.5x.  

CADU’s net debt to EBITDA ratio was 2.4x at the end of 1Q19, from 2.3x in 4Q18 and 1.5x in 

1Q18. This increase was due to the company’s investments in new developments. 
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At the end of 1Q19, 15.2% of debt matured in 2019, 8.8% in 2020, 34.5% before two years, 

32.6% before three years, 8.4% in four years and the remaining 0.5% in five years. On April 12th, 

the company placed new “Certificados Bursátiles” amounting to MXN$500 million with a 5-year 

term and a TIIE interest rate plus 2.9 percentage points. The company will use part of these 

resources to refinance short-term debt and investments in projects. 

 

Graph 15.- CADU’s Maturity Profile as of 1Q19 

 

 

 

 

 

 

 

 

 

          Source: CADU 

As of March 31, 2019, CADU’s corporate rating was "HR A-" with HR Ratings and "A- / M" with 

Verum. With respect to the company’s “Certificados Bursátiles”, Fitch Ratings and HR Ratings 

assigned "A (mex)" and "HR A" ratings, respectively, to CADU15. On the other hand, Verum and 

HR Ratings granted "A- / M" and "HR A-" ratings to CADU18. 

Accounting policies 

In the social interest segment, CADU records revenues when the units are titled. In the medium 

and residential segments, the company registers sales when it has a contract and is in a position 

to transfer control of the property. 
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MAIN INVESTMENT RISKS 

Macroeconomic volatility. We believe that any macroeconomic slowdown, higher interest rates 

or depreciation of the exchange rate could have an unfavorable impact on housing demand in 

Mexico. 

Adverse regulatory changes. However, it is unlikely that the policies of the housing sector will 

be modified in a negative way since the sector is a priority for the incoming government; 

Changes in the availability of mortgage loans or in the administrative procedures of 

INFONAVIT, SHF, FOVISSSTE and the Mexican commercial banking sector;  

Greater competition from other housing developers. The entrance of other players into the 

regions where CADU operates could have a negative impact on the company’s prices and / or 

demand.  

Changes in the management team. We believe that a change in the main executives, namely 

the CEO or the CFO, could have a negative effect on the price of CADU’s shares due to their 

vast knowledge of the sector and their solid track record of shareholder value creation. 

Geographic concentration. The cities of Cancun and Playa del Carmen combined accounted 

for 76% of CADU's revenues in 1Q19. These two cities have experienced insecurity problems 

and major natural disasters in the past. However, they offer an attractive long-term growth 

potential. 

Shares with a low liquidity. CADU’s shares have a low liquidity since their average daily trading 

amount was MXN$635,188 during the last six months. However, we believe that this situation will 

tend to improve in the medium term due to company’s favorable prospects and the low valuation 

of its shares. 
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