
 

 

 

 

Opinion and Recommendation 

QUÁLITAS reported an atypical quarter with a 56.4% YoY drop in 
net profits as a result of the normalization of claims and lower 
financial earnings, which offset the excellent performance in terms 
of written premiums. The reported figures were above our 
projections. 

After having updated our model, we are raising our 
recommendation on QUÁLITAS to BUY, from HOLD, and we are 
adjusting our target price to MXN$120.0, from MXN$132.0. We 
expect another two quarters of normalization in claims. However, 
we believe that this has been incorporated in the share price, taking 
into account the sharp decline since mid-March. 

In addition, the valuation of QUÁLITAS’s shares seems attractive to 
us since they are currently trading at 10.0x estimated P/E and 2.0x 
P/BV. 

Premiums Written / Earned 

Premiums written increased 28.4% (we expected + 23.6%) to 
MXN$9.1 billion driven by the significant growth in new car sales (+ 
18% accumulated) and gradual price adjustments. According to the 
company, such adjustments will continue during the second half of 
the year in order to maintain profitability. By segments, the main 
drivers were financial institutions (+ 65.9%), foreign subsidiaries (+ 
30.7%) and individual (+ 27.9%). This offset the 7.3% drop in fleets. 
74.2% of the portfolio included annual policies, which gives the 
company more flexibility to adjust prices, while the remaining 
25.8% are multi-year policies. International subsidiaries 
represented 10.2% of total premiums, which is the historical high 
level. 
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Premiums earned were up 4.5% YoY (vs. the 2.7% drop we estimated) to MXN$9.2 billion as a result of the 

acceleration in the premiums issuance and the release of reserves amounting to MXN$186 million (we 

expected a MXN$325 million reserve creation). 

Insured Units 

Insured units advanced 5.6% to 4.4 million. This included 129 thousand new units in the current quarter. 

Insured units in Mexico grew 5.6%, Costa Rica 7.4%, United States 6.7% and Peru 5.8%. 

Profitability 

The cost of claims rose 51.7% YoY as a result of greater mobility that exceeded pre-pandemic levels, generating 

a 60% increase in claims handled. For this reason, the loss ratio reached 64.2% (we projected 62.5%), from 

44.2% in 2Q20. This offset the 11.6% theft reduction on a cumulative basis and the improvement in the 

recovery rate of stolen vehicles to 52.0%. The “Adjustment Express” tool represented 22% of claims, compared 

to 19.3% the previous year. 

On the other hand, the acquisition ratio was up slightly to 23.7% (vs. 23.2% E), from 23.2%, due to the growth 

of the financial institutions channel and international subsidiaries. The operating ratio decreased to 4.5% (vs. 

4.5% E), from 10.2%, due to a lower profit-sharing provision. As a result, the combined ratio was 92.4% in 2Q21 

(vs. 90.2% E), exceeding the previous year’s 77.6% level. This index is below the average of the last five years, 

but within the company’s expected range for the year. 

Financial Gains 

Financial gains fell 10.7% YoY to MXN$589 million (vs. MXN$441 million E) due to lower interest rates. The 

portfolio's yield was 5.9% in the quarter, in line with the guidance of 100-150 bps above Banco de México's 

target rate. 

Net Profits 

Net profits were down 56.4% YoY to MXN$976 million (vs. the 62.1% drop to MXN$847 million that we 

projected), which translated into a 29.1% ROE. This indicator was below the 46.7% of 2Q20, but was higher 

than the company's expectation of 20-25% long term ROE. 

Solvency 

The solvency margin reached MXN$15.45 billion, which represented 625% of the minimum MXN$2.9 billion 

regulatory capital requirement. This means that the company continues to have an adequate financial 

structure that allows it to pay ordinary and extraordinary dividends and / or expand through acquisitions. 
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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. 

 


