
 

 

 
 

Long-term guidance. AGUA continues to expect a 14-15% CAGR in revenues. However, it now anticipates a 16-

18% annual average EBITDA growth (vs. the previous 15-16%) due to a stronger performance in Mexico (higher 

prices and high demand for products) and Argentina (higher prices, high demand and rising exports). It revised 

down its expectations in the other countries due to lower projected revenues in Brazil’s services business. 

The company’s 2025 goals are to double its sales compared to 2020, to register an adjusted EBITDA margin 

greater or equal than 20%, a net debt to EBITDA ratio below 2.0x, a double-digit ROIC (close to 20%) above the 

WACC and that the Capex to sales ratio remains at around 5%. In Bebbia, the company expects to reach 350 

thousand users (vs. 56 thousand in 3Q21). We believe these projections are achievable. 

The main long-term drivers include regulations that are becoming more restrictive especially with respect to 

large consumers, decentralization of water systems, climate change (which will continue to impact the 

centralized systems), population growth and migration (especially to areas with limited water capacity), greater 

investment in modernization of water systems (Mexico and the United States have obsolete systems), and the 

use of new sustainable sources of energy, such as hydrogen, which will require a greater use of water, among 

others. 

By business type, AGUA now expects product revenue to represent 90% of total sales in 2025 and service 
revenue to contribute the remaining 10%. It previously expected an 85/15 mix. Products has presented greater-
than-expected traction. 

Country strategy. In Mexico, the company will continue to expand its product portfolio, it plans to maintain its 
leadership, adopt new manufacturing technologies to reduce water and energy consumption, and develop e-
commerce solutions in the product business and in Bebbia and Sytesa. In Central America, it will maintain the 
leadership in water storage, continue to develop the water flow business, increase the product offering, and 
focus on new initiatives to increase sales; It will also expand into the southern region of Central America with 
the recent opening of the Nicaragua plant. In Argentina, it will maintain its leadership position in the three 
businesses, increase exports, boost margins and it plans to generate positive free flow. In the United States, it 
will increase the Acuantia brand's positioning and market share. It will also launch additional products and 
services, maintain an aggressive omnichannel strategy, and enhance the digital platform. In Brazil, the focus will 
be to expand the water treatment and recycling businesses. 

The company has 50 initiatives related to new launches and new sales channels. It also plans to provide water 

treatment and recycling services in the United States. Also, there is an opportunity to cross-sell in multiple 

countries. 
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Impact of higher raw material/logistics costs. AGUA recorded MXN$130 million impact on EBITDA in 2Q21 

and another MXN$210 million in 3Q21 related to higher raw materials and logistics costs due to the disruption 

of global supply chains. However, the company began to raise prices in all countries as of 3Q21 and carried out 

price increases in certain countries and specific categories during 4Q21. As a result, AGUA expects its margins 

to expand compared to 3Q21. It anticipates that supply chains will improve over the next few months, limiting 

further increases in raw material prices. The company expects its margins to normalize during the second half 

of next year. 

Flow program. AGUA expects to record the last charge related to the implementation of the Flow program 

during 4Q21. In our opinion, this program has been very successful as it contributed 45% of the EBITDA 

generation in 9M21. It has included 250 initiatives, out of 1,100, with a positive impact on operating results, 

with a MXN$188 million investment in 9M21. More than 740 employees have participated in this process and 

the success rate has risen from 60% to 65%. The full benefits of the Flow Program will be delivered over the 

next 5 years with a 6x cash return compared to the investments made. 

Water digitalization. AGUA acquired a minority stake in Banyan Water in order to be at the forefront of the 

water digitalization process. This includes a better use of water through data and metrics, and the 

implementation of scalable solutions for mass consumption. AGUA plans to digitize its ecosystem, which 

includes 20,000 plumbers, 56,000 Bebbia users, and 30,000 e-commerce clients. 

Agile. This is an initiative to accelerate and scale the value creation. Initially, Agile will be implemented in 

Acuantia and Bebbia. 

Rieggo. The irrigation business has a large pipeline and it is expected to present interesting results towards the 

end of 2022 or the beginning of 2023. 

ESG strategy. AGUA's ESG strategy is based on three pillars: economic benefit, people and planet. The goal for 

2025 is to evaluate 100% of suppliers with ESG criteria, compound net promoter score (NPS score) of 80 points 

for products and services (67 in 2021), impact 1 million people with its sanitation and access to water solutions, 

purify 1.7 million m3 of water with its solutions (164 thousand m3 in 2021), reduce the intensity of scope 1 

and 2 CO2 emissions to 0.41 (0.51 in 2021), to have a workforce with 30% of women and be net zero by 2040. 

For more details, please refer to the Miranda ESG report. 

Conclusion. We reiterate our BUY recommendation with a MXN$45.0/share target price after AGUA Day. We 

continue to believe that the company’s outlook is favorable. In addition, its valuation is attractive since its 

shares trade at a forward EV/EBITDA of 8.4x, compared to the average of 17.5x for its global water peers. The 

company’s grow potential is higher than that of its global counterparts. 
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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 report was obtained from public sources. Projections or previsions included in this report, 

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 report. 

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 cannot influence the opinions, recommendations, projections and/or target prices that Miranda 

GR establishes in its reports.  

 


