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Weak 1Q22 results due to regulatory changes, as expected 

 

 

 

 

 

 

 

 

Opinion and recommendation 

CADU reported weak 1Q22 results. The company continued to be affected by the impact of the outsourcing 
reform, the change in the INFONAVIT scoring system and the pandemic, resulting in reductions of 32.4% in units 
sold, 23.6% in total revenues and 59.1% in EBITDA, which was partially offset by a higher average price. Worth 
mentioning that revenues and EBITDA were slightly lower sequentially. The company generated MX$78 million 
in negative free cash flow in the quarter due to investments in inventory while cash decreased to MXN$429 
million. 

We anticipate a recovery in CADU's operating results during the following quarters supported by a greater hotel 
activity in the state of Quintana Roo, as well as a higher contribution of new projects such as "Aldea Tulum Plus", 
Playa de Carmen, Querétaro and Guadalajara. In fact, the company maintained its guidance for the current year 
which includes a 10-15% revenue growth, with the recovery taking place mainly during the second half of the 
year. In addition, it will maintain its strategy focused on preserving liquidity, generating free cash flow and 
reducing debt. We reiterate BUY recommendation and are revising our target price to MXN$4.00/share, from 
MXN$5.00/share. 

On the other hand, CADU announced that the annual auditing review generated accounting adjustments in 2021 
results. As a result of such adjustments, the company will not be able to comply with the covenants and will 
require additional waivers. 
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Revenues 

CADU reported total revenues of MXN$640 million (vs. MXN$642 million E), down 23.6% YoY, which was mainly 
due to the impact of the outsourcing reform, INFONAVIT's new T1000 scoring system, and the pandemic. All 
segments reported lower revenues, mainly social interest (-67.1%), and mid residential (-83.6%). Units sold fell 
32.4% to 738 as a result of a 29.6% contraction in social interest. The average price per unit increased 9.4% to 
MXN$817 thousand due to the change in the sales mix, as well as price increases in the affordable entry-level 
and low-income segments, reflecting the higher costs of building materials. This offset the price drop in the other 
segments. The company began to sell houses at "Aldea Tulúm Plus" and initiated the development of new 
projects in Playa del Carmen, Cancún, Querétaro and Guadalajara. 

Profitability 

Cost of sales fell 18.0% to MXN$516 million due to lower revenues. The cost-to-sales ratio rose 5.6 percentage 
points to 80.5%. This generated a 40.6% reduction in gross profits. General expenses decreased 13.9% due to a 
lower amount of commissions paid. EBITDA was down 59.1% to MXN$61 million (vs. MXN$68 million E) with 
which the margin contracted to 9.5% (vs. 10.8% E), from 17.7%. 

Net loss 

CADU reported a MXN$78 million quarterly net loss, against a positive MXN$73 million net profit in 1Q21, as a 
result of lower operating results. 

Financial structure 

CADU closed the quarter with cash balances of MXN$429 million, down 20.3%. The company has available credit 
lines of MXN$400 million. Accounts receivable amounted to MXN$497 million and inventories to MXN$7,733 
million. 

Total debt rose slightly to MXN$3,520 million due to a 12.3% increase in bank debt and an 11.9% reduction in 
bonds. 25.5% of the total debt matures within this year (19.6% in 4Q22), 12.4% in 1Q23 and the rest during the 
following years. The net debt/EBITDA ratio reached 6.85x, from 5.92x. 

Working capital cycle 

The working capital cycle rose to 1,247 days, 235 days higher than 1Q21 and 91 days higher than 4Q21, due to 
the increase in inventory days and accounts receivable days. Free cash flow was negative at MXN$78 million, 
from a positive figure of MXN$199 million, due to investments in construction in process. 

ESG 

CADU received the 2022 Socially Responsible Company (ESR) distinction. It also obtained the EDGE advanced 
certification in 798 units in Playa del Carmen. 

Auditor review 

CADU announced that the annual auditing review generated accounting adjustments in 2021 results. Due to such 
adjustments, the company will not be able to comply with the covenants and will require additional waivers. 
According to CADU, the most important adjustment derived from the Tulum operation which generated 
MXN$103.8 million in EBITDA on the sale of land and which, according to the external auditors, should be 
eliminated. Additionally, the MXN$250 million which were contributed by investors to the Tulum project have 
to be recorded as a liability and not as a capital investment. Audit adjustments will not affect liquidity, cash levels, 
interest-bearing debt, or free cash flow generation. 
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Disclaimer 

The current report was prepared by Miranda Global Research ("Miranda GR") for CI, 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. (“C  U”) 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 research reports. 

 

 

 


