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Results Updates – Q1’14 
 

We assign a target price of RO 2.272 per share, implying an upside of 3.73% from current price. We 

maintain our “HOLD” rating taking into account the rally in the stock price since our last update on 

December (up by 10.9%).  We expect dividend payout to stand at 60% implying a dividend yield of 

4%. Improved overall realizations, positive regional demand drivers, improving sector fundamentals 

and continuing demand for the company core products affirms our positive view for RCC. At current 

levels, the stock trades at a P/E of 15x and P/B of 3x against a ROaE of 21.3% on FY’14  

 
Key risks include the probability of instability in the export markets especially Yemen, delays in local 

projects, continuing pressure from the imported cement and any delays in expansion projects.  Also 

higher than expected energy costs (derived from coal purchases) especially in the UAE will harm 

margins  

 
 
 

Key Ratios FY'13 FY'14e FY'15e

Sales ('000) tons 3,792 3,946 4,090

Sales (RO'000) 93,290 98,204 103,284

EBITDA (RO'000) 36,397 37,381 39,173

NP (RO'000) 27,526 29,139 30,779

EBITDA /ton RO 9.60 9.47 9.58

Gross Margin % 33.83% 35.01% 35.02%

EBITDA Margin % 39.01% 38.06% 37.93%

EBIT Margin % 32.74% 33.01% 33.02%

Net Margin % 29.51% 29.67% 29.80%

Return on Equtiy % 22.31% 21.30% 20.42%

Return on Assets % 13.75% 13.89% 13.99%

Dividend Yield % 3.42% 3.99% 4.92%

PX (x)* 15.91 15.03 14.23

P/B (x)* 3.38 3.04 2.78

*Based on the close price of May 14, 2014  
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Q1’14 performance review  
 

The group gross sales for Q1’14 at RO 24.8mn missed our estimates by only -2.5% mainly due to lower volumes of 

cement sales (-3%). However, both of the companies, the parent (Raysut Cement) and the subsidiary (Pioneer cement) 

posted revenues for the quarter above FY’13 averages i.e. Raysut Cement revenue for Q1’14 at RO 17.9mn Vs. FY’13 

average of RO 16.8mn while Pioneer Cement Q1’14 revenue came in at RO 6.9mn (our calculations) against an average 

of RO 6.5mn for FY’13.  

 

Sales volumes at the parent level (i.e. Raysut Cement) were down by 3.4% y-o-y (up by 7.7% q-o-q) in Q1’14 to 0.65mn 

tons. However, the strong performance of the revenue shown on the export front (+5.53% y-o-y and +9.7% q-o-q) which 

indicates higher sales of volumes on this front (break up sales are not provided), helped in maintaining the stability of 

the overall performance and pointing to the fact that the company’s strategy of exploring new markets has yielded 

returns. 

 

We expect the company to do well in those markets benefiting from more stability in their political and economic 

situation in the future.  Further, cement markets in these regions are nascent in their pre growth stage, promising higher 

growth rates in the future.  We expect the parent company cement sales to register a CAGR of 6.7 % over FY’14 – FY’18. 

 

Gross profit margin (excluding depreciation) stood at 50.7% exceeding our estimations at 48% because of lower than 

expected employees related expenses and raw material consumed.  The parent EBITDA at RO 8.9mn for Q1’14, beats 

FY’13 average by +20% and posted a yearly increase of 18.4%.   

 

Despite of the positive performance at the operating level, the parent profit before tax was lower by 5.9% on yearly 

basis to RO 7.5mn in Q1’14 entirely due to lesser gain from marketable investments (-87% y-o-y to RO 0.078mn in 

Q1’14).  

 

On the other hand, Pioneer Cement (the subsidiary) posted lower sales volumes by 4% on yearly basis (+3.9% on 

quarterly basis) in Q1’14 to around 0.355mn tons (0.341mn tons net off inter company adjustments). Although we look 

relatively positive at this performance, yet we believe it is not a clear signal of continuing solid recovery bearing in mind 

the continuing oversupply in the UAE (its market of origin) and competition in the northern part of Oman due to the 

offloading of cement at lower prices by cement companies in the UAE. We expect Pioneers’ cement sales in Oman to 

be around 55% in FY’14 and we estimate this to ease over the forecasted years bearing in mind the gradual growth in 

demand for cement in the UAE as a result of ongoing and planned projects that are expected there.  Such facts will 

result in ultimately easing pressures on both Raysut Cement and its subsidiary Pioneer Cement, which is a key factor in 

our view of future performance. 

 

As per the board of directors’ report, Pioneer Cement revenue stood at RO 7.16mn in Q1’14 compared with RO 7.5mn 

in Q1’13. This represents a contribution of 28.8% out of the group revenue which is 1% higher than FY’13 average. The 

company gross margin (excluding depreciation) came in at around 32.5% in Q1’14 Vs. 28.2% for FY’13 average. EBITDA 

stood at RO 2.15mn for Q1’14 compared with RO 1.7mn for FY’13. Despite of this performance, we believe H1’14 will 

provide a clearer idea about the ability of the subsidiary to maintain its healthy margins.  

 

We remain confident on the local demand for the cement products and expect group total sales of cement in terms of 

volume to register a CAGR of 5 % in the forecasted years to touch around 4.7mn tons in FY’18. In terms of average 

realizations, the parent company continues to register good levels averaging Ro 27.5 per ton in Q1’14, a slight increase 

of 1.9% y-o-y and in line with our estimates of RO 27.8 for FY’14.  
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The group net debt declined almost by 40% in the past three years thanks to restructuring of loans and strong cash and 

cash equivalent position. Net debt stood at RO 32.6mn and net debt to equity at 26.6% in Q1’14 against RO 44.9mn and 

40.7% in Q1’13 respectively.    

 

  
 

  
Source: Company financials, OABINVEST 

 
 

Outlook 
 

As per company earlier disclosures, the following plans were agreed by board of directors:  
 

 To establish a grinding plant in Mukulla, Yemen with a capacity of 0.5mn tons per annum.  This project is a joint 

venture with a local partner.  Pros include expanding presence in growing markets which will augur well in the 

long term for diversification, while cons include increasing the overall exposure to Yemen. 

 To Increase the production capacity and processes of Pioneer Cement in the UAE thereby strengthening the 

company’s position in the competitive northern region of the Sultanate and in the UAE. However, the group 

should monitor the oversupply situation in the UAE. 

 To build a new cement terminal at Duqm Port to handle storing, packing and distribution of cement within the 

area.  Facilities include 2 silos of 4000 MT each and the project is expected to commence operation in the 

second half of 2014.  Such moves shall allow the company to 1) benefit from the expected demand for cement 
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from heavy investment like the Duqm Special Economic Zone and the Duqm refinery and petrochemical 

complex which is expected see an investment of USD 6 billion to set up a refinery of 230,000 tonnes per annum 

by 2017 2) achieve higher utilizations of the two subsidiaries shipping services (Ray bulk and Raysea 

Navigations.) 

 To construct cement terminal in Berbera Port in Somalia as a joint venture with a local partner  to tackle storing, 

packing and distribution of cement in the area.  The facilities and equipment include 3 silos in the capacity of 

4000 MT each.  In our view, Somalia proves to be a promising market due to reconstruction after a prolonged 

period of instability in the country.  Yet, increasing incidences of hijackings off the coast and other tensions, 

could translate to higher cost of shipping and insurance, thereby squeezing margins. 

 
Such steps corroborate the company’s plans of strengthening export markets, especially after the acquisition of 
Pioneer.  A key risk pertains to the political instability of the some export regions. 
 

In addition, to the company’s plans, we expect that expansions in Port of Salalah terminals through the construction of 

a new general cargo terminal (GCT) to reduce costs for the company given the ease of process handling. Macroeconomic 

drivers such as major ongoing projects, government spending, amendments to some laws of the Social Housing Law like 

raising the limit for interest-free loan from 20,000 rials to 30,000 rials, growth of the construction sector, all in all provide 

medium to long term positive view on the sector.  

 
We expect pressures from regional competitors to soften in the medium term.  Dubai’s victory of Expo 2020 will create 

numerous projects, that will play serve to reduce competitive pressures by absorbing oversupply in the UAE easing 

pressures in the Northern part of the Sultanate created by imported cement.  This will open new doors for enhancing 

Pioneer’s utilizations taking into account the upcoming increase of the production capacity and production processes 

of Pioneer Cement.  In addition, Saudi Arabia’s new impetus on Social housing and Qatar’s successful bid for the world 

Cup in 2022 will also serve to absorb regional oversupply situation.  The parent company’s expansion plans in Yemen, 

the UAE and African markets like Somalia are key factors in the company’s upcoming strategy. 

 

Corporate Social Responsibility 
According to the board of director’s report of FY’13, the company has become a center for many institutions of higher 

learning and technical colleges to train their students.  Additional initiatives include: 

 The responsibility of constructing the extension of dialysis ward at a cost of RO 260,000 in the Sultan Qabus 

Hospital, Salalah. 

 The commitment of a financial support of RO 100,000 for construction of additional hall and equipment to Al 

Wafaa Center for Handicapped Children. 

 Supported and sponsored several social and educational activities, events, donations etc. 
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Income Statement

RO'000 FY'13 FY'14e FY'15e

RCC Oman  40,726 42,174 44,705

RCC Yemen and other Countries 26,617 28,105 29,431

Pioneer Cement Industry (UAE sales) 16,654 16,868 18,497

Pioneer Cement Industry (Oman sales) 9,294 11,057 10,652

Group Sales 93,290 98,204 103,284

Cost of sales -61,729 -63,823 -67,110

Gross Profit 31,562 34,381 36,175

Administration & general expenses -1,212 -2,329 -2,450

Other Income 190 365 384

Operating Profit (EBIT) (Including other income) 30,540 32,417 34,109

EBITDA 36,397 37,381 39,173

Net profit PAT 27,526 29,139 30,779  
 
 

Balance Sheet

RO'000 FY'13 FY'14e FY'15e

Goodwill 45,799 45,799 45,799

Net Property ,Plant and Equipment (Net Fixed Assets) 91,547 89,859 88,138

Investment in an associate 3,988 4,387 4,825

Investments available-for-sale 125 125 125

Total non-current assets 141,458 140,169 138,886

Inventories 16,491 15,956 17,448

Trade receivables 8,991 9,820 10,328

Investments held for trading (short term investments) 3,997 4,197 4,491

Prepayments & other receivables 3,399 4,910 5,164

Bank deposits 22,500 25,000 30,000

Bank and cash 8,269 14,462 19,197

Total current assets 63,648 74,345 86,630

TOTAL ASSETS 205,106 214,514 225,516

Trade payables and accruals 14,181 13,537 14,271

Current portion of LTL 4,000 4,000 5,000

Total current liabilities 18,181 17,537 19,271

LT Loan less current maturity 54,000 50,000 46,000

Deferred tax liability 3,288 3,000 2,760

Total long term liabilities 57,288 53,000 48,760

TOTAL LIABILITIES 75,469 70,537 68,031

EQUITY 129,637 143,977 157,485  
 
 

Cash Flow Statement

RO'000 FY'13 FY'14e FY'15e

Net cash from operating activities 33,901 31,655 34,321

Net cash used in investing activities 3,167 3,876 4,075

Net cash (used in) financing activities -19,126 -19,087 -20,511

Net Change 11,608 8,693 9,736

Cash at the begining 19,161 30,769 39,462

Cash and cash equivalents at end of the year 30,769 39,462 49,197  
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Key Ratios FY'13 FY'14e FY'15e

Profitablity Ratios
Gross Margins % 33.8% 35.0% 35.0%
EBITDA MArgins% 39.0% 38.1% 37.9%
EBIT Margins% 32.7% 33.0% 33.0%
PBT Margins% 32.8% 33.0% 33.1%
Net Margins % 29.5% 29.7% 29.8%
Return on Equity % 22.3% 21.3% 20.4%
Return on Assets % 13.7% 13.9% 14.0%
Efficiency measurements
Current Ratio 3.50 4.24 4.50
Quick Ratio 2.59 3.33 3.59
Asset turnover ratio (x) 0.45 0.46 0.46
Inventory Turnover (x) 3.74 4.00 3.85
Inventory days 97.51 91.25 94.90
Receivables turnover 10.38 10.00 10.00
Account receivables days / Collection period 35.18 36.50 36.50
Payables / Creditor turnover 13.78 13.47 13.44
Account payable days 26.49 27.10 27.17
Per share measurement
EPS Basic (RO) 0.138 0.146 0.154
DPS  (RO) 0.075 0.087 0.108
BV per share 0.648 0.720 0.787
Leverage measurements 
Gross debt/equity (%) 44.7% 37.5% 32.4%
Leverage (%) 81.0% 60.0% 47.9%
Debt/assets (%) 28.3% 25.2% 22.6%
Cash/assets (%) 4.0% 6.7% 8.5%
Dividend cover (x) 0.54 0.60 0.70
Dividend yield (%) 3.4% 4.0% 4.9%
Dividend pay-out ratio (%) 54.5% 60.0% 70.0%
Valuation Ratios
PE (X) 15.91 15.03 14.23
P/B (X) 3.38 3.04 2.78  

       Source: Company financials, OABINVEST 
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Recommendation 
Based on the range for the upside/downside offered by the 12-month target 
price of a stock versus the current market price 

Strong Buy Greater than 20% 
Hold/Accumulate Between +10% and +20% 
Hold Between  +10% and -10% 
Hold/Reduce Between -10% and -20% 
Sell Lower than -20% 
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Disclaimer: 
 
 
This report has been prepared and issued by the IMG‐Oman Arab Bank SAOC on the basis of publicly available information and other sources 
considered reliable. While the utmost care has been taken to ensure that the facts stated are accurate and the opinions given are reasonable, 
neither Oman Arab Bank SAOC nor any of its employees shall be in any way responsible for the contents. It is published solely for information 
purposes, it does not constitute an advertisement and is not to be construed as an offer to buy or sell any securities. 
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