
 

 

 

 

Opinion and Recommendation 

AGUA reported favorable 4Q21 results that were practically in line 
with our projections at the operating level. The company benefited 
from a strong demand in the product business and the price 
increases it implemented in the second half of the year, which 
helped it to deliver a strong revenue growth and improve its 
profitability sequentially. After these results, we reiterate our BUY 
recommendation with a MXN$45.0/share target price. 

AGUA met most of its 2021 annual guidance and released its 2022 
guidance, which includes revenue growth of at least 15%, an 
adjusted EBITDA margin of 16.5-17.5%, net debt to EBITDA less 
than or equal to 2.0x and a ROIC greater than or equal to WACC + 
200 bps. This guidance is in line with our current projections.  

Revenues 

Total revenues were up 14.3% YoY to MXN$2.8 billion (basically in 
line with our MXN$2.8 billion estimate with a 14.6% increase). They 
were driven mainly by a 42.4% rise in the US thanks to a strong 
growth in the e-commerce business. In addition, sales in Argentina 
advanced 37.2% due to a solid performance in the three categories, 
development of new channels and cross-selling. Mexico registered 
a 3.5% increase as the growth in the products business was partially 
offset by lower services sales, which continued to experience low 
demand for drinking fountains and a slow recovery in the water 
treatment and recycling plant business. Other countries’s revenues 
fell 3.1% as a result of the FX depreciation in Peru. By business, 
product revenues were up 18.0%, but service revenues declined 
38.3%.  
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Profitability 

The company continued to adjust prices during the current quarter in certain products and regions. This 

boosted the adjusted EBITDA margin to 18.1% (vs. 18.4% E) in the current quarter, significantly above the 

12.7% level in 3Q21. However, this indicator was below the 19.4% of 4Q20. As a result, adjusted EBITDA was 

up 39.6% sequentially, and 6.7% annually. By regions, Mexico, Argentina and the other countries posted a 

sequential margin recovery, but the US’ profitability was lower. Compared to the previous year, margins in 

Argentina improved due to the aforementioned price adjustments, while those in the US expanded as a result 

of anticipated raw materials purchases. Mexico’s margins contracted due to rising raw materials and logistics 

costs. Other countries’ margins were also affected by incremental raw materials and logistics costs, expenses 

for the development of treatment plants in Brazil and the FX depreciation in Peru. 

Net profits 

Quarterly net profits grew 55.1% YoY to MXN$102 million thanks to a significant reduction in financial 

expenses. 

Financial structure 

AGUA closed the quarter with a net debt to EBITDA ratio of 1.3x, below the 2.0x guidance. Leverage remained 

virtually unchanged from 1.2x in 3Q21. 

Working capital 

Working capital increased as a result of higher demand and inventory purchases that AGUA carried out in order 

to assure its supplies. This was accompanied by an extension in supplier days, with which the company was 

able to improve the cash conversion cycle by 7 days. 

Investments 

Capex rose 77.0% YoY to MXN$515 million, which represents 4.7% of revenues. The main initiatives included 

the Flow program (52.0% of total Capex), technology for the production of the new generation of water tanks 

in Mexico, treatment plants in Mexico and Brazil, automation of the improvement plant in Argentina and web 

pages and the septic solutions business in the US. 

Digitization of operations 

AGUA continued to make progress in digitizing its operations with the modernization of e-commerce 

platforms, improvement of the user experience at Bebbia and Acuantia and through strategic alliances such as 

the one with Banyan Water, a technology company specializing in software for digital water management. 

Meets 2021 guidance 

Total sales rose 26.3% in 2021, above the 17.0% annual guidance. EBITDA was MXN$1,764 million, representing 

98% of the company's expectations. The ROIC stood at 14.5%, with a 210 bps improvement compared to the 

previous year, and was 235 bps higher than the 12.1% WACC, also exceeding the WACC + 200 bps guidance. 
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Pricing strategy 

AGUA estimates a MNX$393 million annual impact as a result of the temporary cost absorption strategy that 

it carried out during the first half of the year. However, it expects a benefit of 1.8x compared to the absorbed 

costs. 

2022 guidance 

AGUA expects an increase in revenues of at least 15% with an adjusted EBITDA margin between 16.5-17.5%. 

The net debt to EBITDA ratio will be less than or equal to 2.0x and the ROIC will be equal to or greater than the 

WACC + 200 bps. This guidance is in line with our projections. We expect a 12% increase in sales with an EBITDA 

margin of 17.6%, and a leverage of 0.9x. 

ESG 

During the year, AGUA launched its 2021-2025 “Sustainability Strategy”, acquired a minority stake in Banyan 

Water, established sustainability goals, published its Annual Report in line with the TCFD recommendations, 

completed the CDP questionnaire for the second consecutive year, made social investments of MXN$22 million 

in Mexico, Argentina, Peru and Central America and established its commitment to be carbon neutral by 2040. 

It also carried out the following initiatives: it installed 130 rainwater systems in houses with no access to water, 

made strategic alliances with more than 20 organizations to continue strengthening resources for water 

management, launched the "Rotoplas Award and the UNAM Foundation" to promote wastewater treatment, 

and participated in the United Nations Global Compact accelerator. 
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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 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 Grupo Rotoplas, S.A.B. de C.V. for independent analyst services. Companies 

or Fibras under coverage will have no right or opportunity to exert any influence on opinions, projections, 

recommendations, and/or target prices expressed hereby by Miranda GR. 

 


