
 

 

 

 

Opinion and Recommendation 

AGUA reported neutral results that were practically in line with our 
projections at the operating level and stronger in terms of net 
profits. Revenues rose 9.3% YoY, mainly driven by the Argentinian 
and US operations, which offset the stability in Mexico and the 
decline in the other countries. Adjusted EBITDA decreased 31.9% 
due to a high comparison base, rising raw material and logistics 
costs, expenses related to the growth of the e-commerce and 
septic businesses in the US and Bebbia in Mexico, as well as 
expenses derived from increased face-to-face activity in Mexico 
and Argentina. Net profits fell 34.4% to MXN$88 million. 

We expect an acceleration in AGUA's operating results in the 
coming quarters due to the drought in Mexico, investments in 
growth that the company has made and the contribution of the 
FLOW initiatives. Our recommendation remains BUY with a 
MXN$45.0/share target price. 

The company adjusted its guidance for the year. It continues to see 
a revenue growth of at least 15%, but with an adjusted EBITDA 
margin between 15.5-16.5% (from 16.5-17.5%) and a 100 bps ROIC 
minus WACC spread (down from 200 bps). The net debt to adjusted 
EBITDA ratio remained unchanged at equal or less than 2.0x. 
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Revenues 

Revenues reached MXN$2.67 billion, up 9.3% YoY (vs. +8.3% E). The main driver was Argentina with a 34.2% 

sales increase, supported by higher prices and cross-selling. In addition, the US contributed with a 29.8% 

revenue growth due to the strong performance of the e-commerce business, which added 7,000 new 

customers in the quarter. The company opened a new store in North Carolina to expand its geographic 

footprint. The septic business also presented a favorable performance. In Mexico, revenues advanced only 

2.7% due to price hikes and drought in various regions of the country that boosted the product business. This 

offset lower service revenues.   h    o    i s’ sales fell 13.9% due to mobility restrictions and the suspension 

of government subsidies in Peru, while business from Brazil remained stable. By type of solution, products 

registered a 10.6% increase due to the price adjustments that the company carried out in 2021, which was 

partially offset by the 18.1% drop in services. 

The company has 1,200 FLOW initiatives that included 160 new ones in the quarter. It expects 459 of these 

initiatives to contribute to results during the rest of the year. 

Profitability 

Gross profit rose 6.2% as a result of lower volumes in some regions, in addition to higher raw material costs 

and logistics expenses. Gross margin contracted 110 bps to 40.2% in 1Q22. 

Adjusted EBITDA decreased 31.9% YoY to MXN$322 million (vs. MXN$332 million E) in the quarter due to a 

high comparison base, rising expenses related to the growth of the e-commerce and septic businesses in the 

US and of Bebbia in Mexico, as well as expenses deriving from greater face-to-face activity in Mexico and 

Argentina. Adjusted EBITDA margin contracted to 12.1% (vs. 12.6% E), from 19.4%. Worth mentioning that the 

company will no longer adjust the expenses of the FLOW program. 

Quarterly net profit was down 34.4% to MXN$88 million (vs. MXN$16 million E) due to lower operating results 

and higher financial expenses. 

The ROIC was 13.1%, exceeding the WACC by 100 bps, despite the fact that it was lower compared to previous 

quarters. 

Working capital 

The cash conversion cycle increased by 26 days to 88 days as a result of higher inventory and supplier days. 

Financial structure 

Leverage rose to 1.6x net debt/adjusted EBITDA, from 0.8x a year earlier, mainly due to a 49.4% reduction in 

cash reserves. However, leverage remained below the current year’s   ida   . 

Regarding ESG issues, the company launched the water, energy and sanitation pilot project with Acciona, 

installed 20 handwashing stations in partnership with the Red Cross, defined the framework for evaluating 

suppliers under ESG criteria and carried out an information session focused on diversity and inclusion. 
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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. 

 

 


