
 

 

 

 

Opinion and recommendation 

AGUA reported very positive 2Q22 operating results that far 
exceeded our projections. Revenues were up 22.7%, thus setting a 
new record, due to the price adjustments that the company 
implemented, heat waves and droughts in various regions. EBITDA 
grew 56.3% due to economies of scale while net profits rose 86.6%. 
Additionally, the cash conversion cycle improved by 10 days. We 
expect a favorable short-term reaction in the stock price and we 
are reiterating our BUY recommendation with a MXN$45.0/share 
target price. 

Revenues 

AGUA reported record revenues of MXN$3,447 million with a 
higher than expected 22.7% growth (vs. our projection of +14.7%). 
The company continued to benefit from the Flow initiatives. By 
region, Mexico's sales increased 15.7% due to the prevailing 
droughts, which boosted revenues from the three categories, 
storage, water flow and improvement. Argentina’s revenues rose 
60.0% supported by the pricing strategy, cross-selling and 
penetration of new channels. For its part, US sales were 3.9% 
higher, due to e-commerce. Meanwhile, other countries’ revenues 
advanced 8.1% on price adjustments in Peru and Central America. 
In Brazil, the project pipeline improved because of the new 
legislation, and the company made strategic alliances with 
commission agents. 

By solution type, product sales were the main driver with a 25.4% 
increase supported by price adjustments, heat waves and droughts 
in several regions. However, service revenues experienced a 26.8% 
contraction as a result of the delay of industrial and commercial 
projects in Mexico that continued to affect the demand for water 
treatment and recycling plants.  
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Profitability 

Gross margin improved 510 bps to 42.2%, supported by the aforementioned price adjustments, as well as 

production efficiencies. 

Adjusted EBITDA margin expanded 40 bps to 15.3%. EBITDA registered a strong 56.3% YoY growth reaching 

MXN$528 million (well above our MXN$450 million expectation). This occurred despite the fact that EBITDA 

was impacted by MXN$80 million due to the development of new businesses. Mexico's profitability improved, 

we believe, due to economies of scale and also despite a MXN$90 million (accumulated) impact from the 

Bebbia business, which has 77 thousand users. Argentina's margins also rose due to economies of scale. 

Meanwhile, the US recorded a negative MXN$29 million EBITDA due to pre-operating expenses of the septic 

business and expansion expenses of the e-commerce unit. Other countries’ margin contracted as a 

consequence of investments related to Brazil’s water treatment and recycling plant business. By solution type, 

profitability was higher in products but lower in services. 

Net profits were up 86.6% YoY to MXN$122 million as the solid operating performance offset the increase in 

the comprehensive financing result and in the fiscal reserve. The ROIC was 13.0%, slightly higher than the 

WACC of 12.4%. It compares with last year’s 16.0% level. 

Financial structure 

The company carried out a MXN$215 million (MXN$0.45/share) equity reimbursement in May, with which its 

cash position fell by 56.0%, while debt fell 4.3%. As a result, net debt increased 68.3% and the net debt to 

adjusted EBITDA ratio was 1.7x at the end of 2Q22, compared to 1.0x in 2Q21. 

Cash conversion cycle 

The cash conversion cycle improved by 10 days to 59 days mainly due to an increase in supplier days, which 

was partially offset by higher inventory and portfolio days. 

ESG 

AGUA continued to implement its ESG strategy. This quarter, the company gave open training on diversity, 

inclusion and human rights; started the process to work with the Science Based Target Initiative (SBTi); and the 

Corporate Governance Committee concluded an analysis of operational risks. 

 

 



   
_________________________________________________________________________________________ 

________________________________________________________________________________________ 

 

 

 

 

 

 

  



   
_________________________________________________________________________________________ 

________________________________________________________________________________________ 

 

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. 

 

 


