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Despite an improvement in the combined index, there is a net loss of 861 
million pesos due to a drop in the investment portfolio, given the fall in 
equity positions related to the COVID-19 crisis 
 

 

• 1Q20/1Q19 results2. Written premiums totaled 1,952 million pesos (mp), a 
+34% y/y increase, driven by the dynamism of Reaseguradora Patria. 
Technical profit added 134 mp, -13.7% y/y. Operating loss was of 186 mp 
and the integral result of financing registered a significant drop in valuation 
of 1,013 mp. Thus, the net loss was of 861 mp, an EPS (trailing 12 months) 
of -1.3 pesos. 

 
• 2020 Estimates. We expect written premiums to grow approximately 

+10%, driven by: (1) The dynamism of Patria Re, this year influenced by a 
probable positive FX rate effect and (2) a gradual return to growth path in 
General de Seguros. We forsee an adjusted combined ratio of 100% in 
2020, with acquisition, claims and operation ratios of 28.1%, 60% and 
11.9%, respectively. We estimate a net loss of -519 mp, assuming a 
recovery of the stock portfolio. 

 
• New 2020-2025 Plan. The company has launched a digital, cultural and 

organizational transformation plan that could be a catalyst for growth in the 
medium-term. T is plan encompasses all Peña Verde’s divisions wit  a 
horizon of 5 years, in which the company proposes to generate value, 
consolidate solid and sustainable growth and seek greater visibility in the 
stock market in order to access additional sources of financing that 
leverage future growth. The Covid-19 health emergency will make planning 
more difficult, but its results will likely be stronger.  

 
• Risk management. The company visualizes itself as a specialist in risk 

management and plans to capitalize on this expertise, including a 
successful historical management of its investment portfolios. 

 
• Low market cap. and trading volume. The capitalization value of the 

issuer is approximately USD 212 million, its trading volume is minimal, and 
its free float is only 1.2%, which limits the universe of potential PV* 
investors. 

 
• Commitment to the stock market. The company is substantially 

improving its visibility, as evidenced by the hiring of Andrés Millán to 
spearhead the financial strategy and that of Miguel A. Murcio as head of 
investors relations.  n Prognosis’s opinion, PV would be open to 
possibilities to increase its floating capital and leverage its future growth. 
Over time, this will gradually result in an increase in the market value of the 
PV* securities.  

 
• Target price. Our new 12-month T.P is 9.0, equivalent to 1.6X the 

estimated 2020 book value. This multiple is similar than the implicit or fair 
multiple that results from the Damodaran model, which is 1.05X. However, 
we do not incorporate a discount due to the low trading volume of the 
shares. 

 
• Risks. The main risks are: slow economic growth, competition, the 

execution of new strategies and the behavior of financial markets. Others 
may include the cost of reinsurance, a higher claims ratio, shares liquidity, 
ceded reinsurances (counterparty, strategic partners) and credit risk in their 
investments. 

 

 
 

2 Note: The figures presented in the report are preliminary. They do not include the first quarter of 2020 of Patria Corporate Member LTD given the difference in reporting times of the operation 

in the United Kingdom. Additionally, the comparative statement of income does not include PCM in any of the two years. While in the comparative of the Balance Sheet, the figures for the end 
of 2019 include PCM.  
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Total Expected Return-----------------------------11.6%
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Market Cap (USD Million)----------------------------

P/E (TTM)----------------------------

Price/Book Value----------------------------

Official Website----------------------------www.corporativopv.mx

2017 2018 2019 2020f

Valuation

P/E 8.3x -8.7x 14.9x -9.3x

P/BV 1.0x 1.1x 1.0x 1.2x

ROE 12.2% -13.3% 7.0% -13.0%

Estimates (MXN million)

Gross Written Premiums 6,965 7,259 8,214 9,047

YoY% 1.5% 4.2% 13.2% 10.1%

Net Retained Premiums 5,521 5,908 6,635 7,240

YoY% 13.2% 7.0% 12.3% 9.1%

Underwriting Income 357 680 743 832

YoY% 184.2% 90.3% 9.4% 11.9%

Net income 583 -561 326 -519

YoY% 127.2% n.m. n.m. n.m.

EPS 1.2 -1.2 0.7 -1.1

YoY% 127.2% n.m. n.m. n.m.

Profitability

Adjusted Combined Ratio 100.5% 93.8% 102.6% 100.0%

Acquisition Ratio 28.1% 30.3% 28.7% 28.1%

Claims Ratio 62.0% 56.5% 59.6% 60.0%

Operation Ratio 10.3% 6.9% 14.4% 11.9%

Source: Peña Verde, Bloomberg and Prognosis estimates

Note: Adjusted combined ratio is calcute over net retained premiums

n.m.: not meaningful
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1. 1Q20 report 
 

 
 
Peña Verde's written premiums totaled 1,952 million pesos (mp) in 1Q20, an increase of +34% y/y, against the 1,457 mp 
in 1Q19. This variation is mainly explained by the dynamism in Reaseguradora Patria, that recorded sales of 886 mp, an 
added of 422.7 mp compared to 1Q19, as a result of the pursuit of increasing participation in the places in which the company 
operates by expanding its business lines.  
 
For its part, the subsidiary General de Seguros, issued premiums for 642.9 mp, an increase of 12.7% y/y. This result was 
attributed to the increase in all lines -except transportation- with the automobile, life and “accident and disease” registering 
the greatest increases.  
 
The net consolidated acquisition cost of PV * amounted 433 mp in 1Q20, +14.4% vs the 387 mp in 1Q19. This resulted 
from an increase in reinsurance commissions paid to ceding companies and the costs associated with "excess losses" that 
protect retention. 
 
The net cost of consolidated claims rose +39.8%, to 1,166 mp. It grew due to several incidents that affected the results 
from Re Patria and for a significant increase in the automobile claims of General de Seguros. Peña Verde's claims ratio over 
retain premiums accrued was of 66.9, showing an increase of 6.31 percentage points. 
 
The technical profit fell -13.7% y/y to 134 mp. This is explained by the increase in the cost of claims and the net acquisition 
cost, although being partially offset by the rise in written premiums.  
 
In addition to the above, net operation expenses totaled 101 mp, which compared to 178 mp in 1T19, showed a decrease 
of -43.5%. It is important to mention that the above is mainly attributed to the Employee Participation in Profits account, which 
fell significantly. Thus, operating expenses on written premiums represented 5.2% in 2020. It should be mentioned that, 
“excluding t e extraordinary effect of t e Employee Participation in Profits and the timely registration of the monthly account 
statements of the reinsurance taken”, operating expenses were 16  mp in 1Q20, +21.1% y y, derived from investments 
related to the transformation plan undertaken by the company.  
 

1Q20 1Q19 YoY Change

Gross Written Premiums 1,952 1,457 +34.0%

Net Retained Premiums 1,565 1,217 +28.5%

Retention Premiums Accrued 1,743 1,376 +26.6%

Acquisition Costs 443 387 +14.4%

Insurance Claims Incurred 1,166 834 +39.8%

Underwriting (Technical) Income (Loss) 134 155 -13.7%

Net Operating Expenses 101 178 -43.5%

Operating Income (Loss) -186 -204 -8.5%

Comprehensive Financing Result -1,013 351 n.m.

Net Profit (Loss) -861 71 n.m.

Aquisition Ratio 28.3% 31.8% -350 bp

Claims Ratio 66.9% 60.6% +631 bp

Operating Ratio 5.2% 12.2% -709 bp

Consolidated Combined Ratio 100.4% 104.7% -428 bp

Adjusted Combined Ratio 98.1% 101.7% -359 bp

Source: Prognosis and PV

n.m.: not meaningful

Note: The Adjusted Combined Ratio is calculated over Retention Premiums Accrued

Accumulated data

Income Statement
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The comprehensive financial result recorded a loss of 1,013 mp over a portfolio of 16,363 mp, that compares negatively 
against the gain of 351 mp in 1Q19. This is explained "mainly to the effects of the current COVID-19 pandemic, specifically, 
due to t e its impact on t e stock markets” 
 
PV reported a net loss of 861 mp. This result is mainly based on “t e poor performance of t e stock markets as a result of 
the COVID-19, partially offset by t e increase in written premiums”.  
 
Financial situation 
 

 
 
According to the company's information, total assets amounted 24,174 mp in 1Q20, growing +19.3% y/y. Investments grew 
+10.7%, reinsurers rose 68.9% y/y and receivables advanced +18.9%. 
 
Regarding liabilities, technical reserves increased +29.5% to 16,277 mp in 1Q20 vs. 1Q19. Meanwhile, stockholder’s 
equity totaled 3,703 mp (a book value per share of 7.77 pesos), a decrease of -15.9%, compared to 1Q19. 

 
2. Relevant events 
 
January 15, 2020. “T e company announced t at, w it effect from  ovember 1, 2019, Andrés Millán Drews  oined Grupo 
Peña Verde as Vice President of Asset Management and Financial  trategy”.  
 
January 15, 2020. “T e company announced t at, w ith effect from February 3, 2020, María Cristina Rohde Faraudo, 
decided to leave the Company after more than 4 years as General Director of Administrative Services for Peña Verde”. 
 
April 15, 2020. “T e company announced the measures it implemented to face the COVID-19  ealt  emergency”.  
 
 
 
 
 
 
 
 
 
 
 
 
 

1Q20 % 1Q19 %
YoY 

Change

Investments 16,363 67.7% 14,786 73.0% +10.7%

Receivables 2,791 11.5% 2,346 11.6% +18.9%

Reinsurers 3,878 16.0% 2,296 11.3% +68.9%

Other Assets 461 1.9% 370 1.8% +24.9%

Total Assets 24,174 100.0% 20,267 100.0% +19.3%

Technical Reserves 16,227 67.1% 12,528 79.0% +29.5%

Reinsurers 2,509 10.4% 1,454 9.2% +72.5%

Other Liabilities 699 2.9% 1,078 6.8% -35.1%

Total Liabilities 20,471 84.7% 15,865 78.3% +29.0%

Stockholder's Equity 3,703 15.3% 4,402 21.7% -15.9%

Total Liabilities + Equity 24,174 100.0% 20,267 100.0% +19.3%

Source: Prognosis based on GNP

n.m.: not meaningful

Summary of the Balance Sheet (MXN millions)
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3. 2020 Estimates 
 
We expect written premiums to grow approximately +10%, driven by: (1) The dynamism of Patria Re, this year influenced by 
a probable positive FX rate effect and (2) a gradual return to growth path in General de Seguros 
 
We also expect the cost structure to remain well-behaved. We estimate an adjusted combined ratio of 100% in 2020, with 
acquisition, claims and operation ratios of 28.1%, 60% and 11.9%, respectively. We believe that there will be increases in 
operating expenses related to the transformation of the company, but that they will be offset by a decrease in expenses 
related to the Employee Participation in Profits.  
 
Thus, assuming a gradual recovery of the stock portfolio that results in a slightly positive financial income, we estimate a net 
loss of -519 mp, or -1.1 pesos per share.  

 
4. Peña Verde-5-year business plan 
 
Since the publication of the 4Q19 PV report in the BMV stock market, it has become clear that attention to the potential 
investor has increased, given the richer and clearer information reported. After talks with the management – strengthened 
with new members with experience- it became clear that a transformation, not only organizational, but cultural and 
modernizer (through investment commitments in digital technology), is underway.  
 
Organizational. The company announced the hiring of Andres Millan, an executive with experience – among other places, 
in the World Bank –  as Vice President of Asset Management and Financial Strategy, with the departure of María Cristina 
Rohde, who until November had served as General Director of Administrative Services of PV. In addition to that, the function 
of investor relations is formalized with the hiring of Miguel Angel Murcio (Corporative Finance Manager).  
 
On the other hand, the role of the SAPV holding is transformed with two important functions to support the companies: 1) 
Business support and transformation and 2) asset management and financial strategy. It is worth mentioning that the Group 
is divided into two divisions, that of Insurance, which brings of Health and the Call Center and the Reinsurance division 
formed by Patria and Patria Corporate Member LTD in London.  
 
Cultural. A greater professionalization of the subscription of risks and operation processes is sought, with measurements 
parameters that did not exist before.  
 
Digital. The administration decided to promote a digital transformation of all its processes. To do this, it will invest 4% of its 
total revenues in cutting-edge technology to compete more strongly in the Mexican financial market. Of this total, between 
15 and 25% of the resources will be classified as investment (CAPEX) and the remaining as operating expense.  
 
The main objective of the transformation embodied in the 5-year Business Plan is to generate value for PV shareholders, 
customers, and employees. The plan sees that around 2023 the company could be growing at high and sustained rates, 
maintaining good profitability. A particularly important additional objective is to improve the visibility of the Group and its 
relationship with the stock market, in order to help leverage future growth. Over time, in our view, this will result in actions 
that gradually increase the stock market value of PV*.  
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Peña Verde´s Annual Income Statement (MXN millions)

2015 2016 2017 2018 2019 2020f

Gross Written Premiums 5,143 6,865 6,965 7,259 8,214 9,047

(-) Ceded Premiums 1,219 1,990 1,444 1,351 1,579 1,807

Net Retained Premiums 3,923 4,876 5,521 5,908 6,635 7,240

Retention rate 76.3% 71.0% 79.3% 81.4% 80.8% 80.0%

(-) Net Increase in Provision for Unaccrued Premiums 107 367 497 224 326 281

Retention Premiums Accrued 3,816 4,508 5,025 5,683 6,309 6,960

(-) Acquisition Costs 1,004 1,317 1,550 1,792 1,808 1,956

Aquisition ratio 26.3% 29.2% 30.9% 31.5% 28.7% 28.1%

(-) Insurance claims incurred 2,543 3,065 3,117 3,211 3,757 4,172

Claims ratio 66.6% 68.0% 62.0% 56.5% 59.6% 60.0%

Underwriting (technical) income (loss) 270 126 357 680 743 832

(-) Net Increase in Other Technical Reserves 331 90 349 689 668 776

Gross Income -61 36 9 -9 75 55

(-) Net Operating Expenses 451 605 720 503 907 831

Operating ratio 11.8% 13.4% 14.3% 8.9% 14.4% 11.9%

Operating income (loss) -512 -569 -712 -512 -832 -776

Comprehensive Financing Result 1,370 921 1,368 -304 1,301 62

Earnings before income tax 857 352 657 -816 469 -714

(-) Income tax payment provision 204 90 63 -250 139 -190

Income tax rate 23.8% 25.5% 9.7% 30.6% 29.8% 26.6%

Net profit (loss) 613 256.6 583 -561 326 -519

Minority interest 40 5.3 10 -6 4 -5

Majority Net Profit 613 256.6 583 -561 326 -519

EPS (TTM) 1.3 0.5 1.2 -1.2 0.7 -1.1

Number of shares (million) 476.7 476.7 476.7 476.7 476.7 476.7

Gross written premiums growth +33.5% +1.5% +4.2% +13.2% +10.1%

Net retained premiums growth +24.3% +13.2% +7.0% +12.3% +9.1%

Retention premiums accrued growth +18.1% +11.5% +13.1% +11.0% +10.3%

Net profit growth -58.1% +127.2% n.m. n.m. n.m.

EPS growth -58.1% +127.2% n.m. n.m. n.m.

Other Indicators

2015 2016 2017 2018 2019 2020f

ROE 15.5% 6.0% 12.2% -13.3% 7.0% -13.0%

P/E 7.9 18.7 8.3 -8.7 14.9 -9.3

P/BV 1.2 1.1 1.0 1.1 1.0 1.2

Book Value Per Share 8.3 9.0 10.2 9.0 9.9 8.5

Balance Sheet Summary (MXN millions)

2015 2016 2017 2018 2019 2020f

Assets 15,224 18,397 20,681 20,086 22,917 26,942

Investments 11,733 13,407 14,756 14,586 15,882 18,547

Liabilities 10,939 14,092 15,841 15,819 18,217 22,897

Technical Reserves 8,897 11,043 12,610 12,458 13,957 18,318

Total Equity 4,285 4,305 4,840 4,267 4,700 4,045

Shareholder´s Equity (majority) 3,954 4,263 4,792 4,228 4,657 4,009

Source: Prognosis and BMV
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T e company Prognosis Economía, Finan as e  nversiones,  . C.  Prognosis   as been appro 
ved by t e  MV  Mexican  tock Exc ange  to act as an  ndependent Analyst and it is sub ect to 
t e norms of t e  nternal  ylaws of t e  MV.  uc  an approval by no means implies t at Progno 
sis  as been aut ori ed or is supervised by t e  ational  anking and  ecurities Commission 
 Comisión  acional  ancaria y de Valores .  

T e partners, analysts and t e entire staff of Prognosis, represent t at   1  we are morally solvent, 
bot  in our professional activity and at a personal level   2  we comply wit  t e independence 
criteria indicated by t e internal rules of t e  MV, w ic  among ot er criteria includes t at we do 
not engage in brokerage activities for any issuer, and neit er do we  ave a business relations ip 
wit  said issuers      we conform and comply at all times wit  t e Professional Et ics Codes of 
t e Mexican  tock Exc ange community and Prognosis      we are free of conflicts of patrimonial 
or economic interest wit  regard to t e issuers we cover. 

 e, Carlos Fritsc  and Ana Albo certify t at t e opinions stated in t is document are a fait ful 
reflection of our personal opinion on t e company ies  or business es  t at are t e sub ect of t is 
report, its affiliates and or t e securities it  as issued. Likewise, we certify t at we  aven t recei 
ved, we don t receive and we will not receive any direct or indirect compensation w atsoever in 
exc ange for stating any opinion on any specific regard in t is document. T e analysts w o pre 
pared t is report  ave no positions in t e aforementioned securities. T e fundamental analysts 
involved in t e preparation of t is document receive compensations based on t e quality and 
accuracy of t is report and competitive factors. 

T e target price included in t is report reflects t e forecasted performance of t e s ares in a spe 
cific period. T is performance may be related to t e valuation met od and ot er factors. T e fun 
damental valuation met od used by Prognosis is based in a combination of one or more generally 
accepted financial analysis met odologies t at may include valuation using multiples, discounted 
cas  flows  DCF , sum of t e parts, liquidation value and any ot er met odology t at may be 
adequate for eac  particular case.  t er factors include t e flow of general or specific news on 
t e company, t e perception of t e investors regarding t e rig t moment to invest, merger and 
acquisition operations and t e appetite of t e market in specific industries, among ot ers. Any of 
t ese factors, or all of t em combined, may lead to a recommendation t at contradicts t e one 
prescribed by t e fundamental valuation on its own. Likewise, t e fore-casts included in t is report 
are based on assumptions t at may or not be reali ed. Past returns do not guarantee future re 
turns. Constant updates may be publis ed by any issuer depending on -t e frequency of t e 
events, announcements, market conditions or any ot er public information.  

T is report is based on public information and sources considered trustwort y  we do not guaran 
tee t e accuracy, trut fulness or t oroug ness of said information. T e information and opinions 
in t is report do not constitute an offer to buy or sell nor an invitation to make an offer to buy or 
sell securities or any ot er financial instrument. T is document does not provide personali ed 
advice and it doesn t take into consideration specific investment strategies and goals, financial 
situation, or particular needs of any per-son t at may receive t e report. T e recipient of t is re 
port s all make  is  er own decisions and consider it as a factor among many ot ers in t eir deci 
sion making.  

 elevant information on Prognosis, its analysts and t is report Prognosis  

Economía, Finan as e  nversiones  .C. 
 

•  ver  0 years of direct experience 
analy ing debt and equity securities 

•  P  and secondary market reports and 
promotion 

•  olid team of analysts wit  experience 
in  all  treet, t e  City   Latin America 
and Mexico 

• Leader in t e coverage of medium and 
small si ed companies 

•  enown independent provider of eco 
nomic and financial forecasts 
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