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Corpovael, S.A.B. de C.V. (BMV: CADU A)

High Free Cash Flow Generation in 2Q20 Despite the Pandemic
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Opinion and Recommendation

CADU's results were affected by the pandemic, as the construction sector was closed since mid-March, and
during April and May. As a result, the number of units that the company sold during the quarter fell 72.1% to
644. This situation generated reductions in revenues, EBITDA and net profits of 59.2%, 82.8% and 88.8%,
respectively.

CADU registered MXNS199 million in positive free cash, increased its cash position by MXNS$S92 million and
reduced its financial debt by MXNS42 million during the quarter, which seemed excellent news to us.

We expect a gradual and sustained recovery in CADU's operating performance in the coming quarters as
construction is an essential activity, so it will remain open. In addition, hotel occupancy in the State of Quintana
Réo, which currently stands at 25%, is expected to reach 60% by the end of the year. This region is the most
important for CADU since it represented 69% of its quarterly sales. Therefore, we continue with a BUY
recommendation.

Revenues

CADU's total sales were MXNS$525 million in 2Q20, down 59.2% YoY. Housing sales declined 57.8% due to the
temporary closure of the construction sector. Mexico City was the only region that presented higher sales in the
current quarter as the México Tacuba project began the titling process and the company implemented
commercial strategies in the Oasis development. In the current quarter, CADU did not record any sales of
subsidized housing, compared to 18.2% of 2Q19 revenues. It is worth mentioning that the company reinforced
its sales activity through digital channels and an aggressive promotional campaign.
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Total volume contracted 72.1% to 644 units due
to the impact of the pandemic. However, CADU gradually opened all its
developments in Quintana Réo, CDMX and Guadalajara starting in June, which we believe will boost its volume
and revenues.
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The reduction in the number of units was partially offset by a significant 51.6% improvement in the average price,
which reached MXNS811 thousand. This was due to a stronger mix, focused on the medium-residential and
residential housing segments. In addition, prices in the social interest and used housing segment advanced 7.4%
and 21.1%, respectively. However, prices of average, medium-residential and residential housing fell 10.3%,
15.4% and 5.4%, respectively.

Profitability

Gross profit was down 76.9% in 2Q20 due to the lower revenue level and the commercial initiatives that the
company had to apply during the quarter. General expenses declined 44.6% thanks to extraordinary measures
to face the health emergency. EBITDA decreased 82.8% to MXNS54 million. The EBITDA margin stood at 10.2%
in the current quarter, from 24.2% in 2Q19.

Net income was 88.8% lower as a result of the lower sales level and higher financial expenses. This was partially
offset by a positive tax reserve.

Financial Structure

Cash reserves closed at MXNS511 million, with a quarterly increase of MXN$92 million. It was the highest level
in the last four quarters, despite the fact that CADU reduced its debt by MXNS42 million during the current
quarter.

The net debt to EBITDA ratio was 4.6x at the end of 2Q20, from 2.7x in 2Q19. The company faces short-term
maturities of MXN$936 million. These are revolving lines of credit mainly, with an automatic renewal.

Working Capital Cycle / Free Cash Flow

The working capital cycle reached 1,178 days at the end of 2Q20, from 827 days at the end of 2Q19 due to higher
inventory days as a result of greater customer caution. Despite this situation, CADU generated a high free cash
flow of MXNS199 million in the current quarter.
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INCOME STATEMENT
Revenues

Operating Profit
Operating Margin
EBITDA

EBITDA Margin
Financial Gains

Financial Cost

Pre-Tax Profit
Income Tax & Profit Sharing
Tax & Profit Sharing Rate

Profit Before Minorities
Minority Interest

Net Profit

EPS

BALANCE SHEET

525
27
51%

10.3%

-12
19

-36.9%

PS$0.06

1,285
268

20.9%
i

24.2%

-8
267
-39

14.6%
228
-12
216

P50.63

-59.2%
-90.1%

-82.8%

-47.8%

45.4%

-93.0%
-117.6%

-B8.8%
-68.6%
-89.9%
-89.9%

Acum 2020 Acum 2019

-42.6%
-69.3%

-63.1%

-38.4%

79.5%
-73.7%
-82.3%

-72.5%
-78.5%
-72.2%
-72.2%

TOTAL ASSETS
Current Assets
Cash & Temp. Inv.
Accounts Receivable
Inventories
LT Assets
P,P&E
Other LT Assets
TOTAL LIABILITIES
ST Liabilities
LT Liabilities
TOTAL CAPITAL
Stockholder's Equity
Minority Interest
CASH FLOW STATEMENT

10,208

3,960
511
378

7,743
248
53

5,260
1,356
3,903
4,948

9,621
9,480
602

7,496
141

55
4,897
1,407
3,490
4,724
4,597
127

6.1%
5.1%
-15.1%
-6.2%
3.3%
76.4%
-37.8%
-100.0%
7.4%
-3.6%
11.8%
4.7%
4.5%
13.5%

Change
6.1%
5.1%

-15.1%

-6.2%
3.3%
76.4%

-37.8%

-100.0%
7.4%

-3.6%
11.8%
4.7%
4.5%
13.5%

PRE-TAX PROFIT

Pre-Tax Cash Flow

Working Capital Changes

Operating Cash Flow

Investment Cash Flow

Financing Cash Flow

Net Incr. (Decr.) in Cash & Temp. Inv.
Beg. of Period Cash and Temp. Inv.
End of Period Cash and Temp. Inv.

415
511

228

255
-221

34

-206
-164
766

-88.8%
57.2%
-7.0%

480.0%

-47.8%

-47.9%

-156.0%

-45.3%

-15.1%

1,282 2,234
143 464
11.1% 20.8%
200 541
15.6% 24.2%

7 11
-29 -16
121 459
-10 -54

7.9% 11.8%
111 405
-5 -23
106 383
P50.31 P51.12
Acum 2020 Acum 2019
10,208 9,621
9,960 9,480
511 602
378 403
7,743 7,496
248 141
53 85
0 55
5,260 4,897
1,356 1,407
3,903 3,490
4,948 4,724
4,805 4,597
144 127
Acum 2020 Acum 2019
111 405
531 530
-552 -594
-21 -63

7 11
34 -20
20 =72
415 766
511 602

Change
-72.5%
0.1%
-7.1%
-66.8%
-38.4%
-269.9%
-127.4%
-45.3%
-15.1%

Source: BMVY
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Disclaimer

The current report was prepared by Miranda Global Research ("Miranda GR") for Cl, 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. for independent analyst services.



