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ETA tax dispute settled at EGP7.1bn is positive news. Payment terms 

seem quite lenient compared to earlier fears of larger repercussions: 

► Positive for the stock as market was discounting a payment of more 

than EGP10bn 

► The payments shall start with an initial down payment of EGP2.5bn 

in 2Q13 and EGP900m in December 2013 

► 2014-2016;  6 equal half yearly instalments of EGP450m and two 

final instalments of EGP500m each in 2017 

► Funding to be sourced from OCI NV through intercompany loans 

channelled directly through to the Central Bank of Egypt 

► The travel ban imposed on the Chairman Nassef Sawiris has been 

lifted immediately, implying acceptance by the authorities too 

4Q12 results however are a disappointment, reflecting both lower 

EBITDA margins and large one-off cost elements 

► 4Q12 net loss of USD81m, a big drop compared to net profits of 

USD127m in 3Q12 and USD123m in 4Q11 and falling short of our 

estimate of a net profit of USD97m for the quarter 

► Consolidated EBITDA margins declined by 2.5pps QoQ to 19.4%with 

weakness seen both in fertilisers and construction  

► A one-off charge of USD181m, split between ETA delayed interest 

payments of USD82m and a USD99m impairment on EFC 
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 Market Price (EGP) 240.7 

 Fair value (MTO) 280.0 

 Recommendation Accumulate 

 Free Float (%) 25 

 Market Cap. (EGPm) 48,772 

 Market Cap. (USDm) 7,000 

 Reuters Code OCIC.CA 

 Bloomberg Code OCIC.EY 

 

Year to  

31 December 
2010a 2011a 2012a 2013f 2014f 

Revenue (EGPm) 27,891 33,261 33,495 20,813 24,075 

Net income (EGPm) 3,258 4,108 1,577 5,802 5,295 

EBITDA (EGPm) 6,002 8,301 6,942 8,415 10,165 

EBITDA Margin (%) 22.1 25.0 20.6 22.3 25.9 

EPS (EPS) 16.3 19.7 7.6 27.8 25.3 

P/E (x) 17.7 12.2 31.4 8.6 9.4 

Source: Company data, NAEEM indicative estimates 
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► The payment of EGP7.1bn to the ETA comes as positive 

news, given both the size of the amount and with lenient 

payment terms attached 

► Post settlement, prosecutor lifts the travel ban on Sawiris; 

confirming agreement from the authorities side as well  

► But 4Q net loss of USD81m is a disappointment; 

performance highlighted by declining operating margins 

and with one-off charges of USD181m    

► While acknowledging the one-off interest charge of 

USD82m paid to the ETA, we are wary of the one-off 

USD99m impairment charge on EFC   

► Wait to tender shares: another EGM to convene soon, we 

see probabilities of the local tender offer price (MTO) 

remaining unchanged at EGP280/share 

► We upgrade our recommendation to “ACCUMULATE” from 

“HOLD” expecting the MTO to come through 
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EBITDA margins dropped across both fertilizers and construction segments.  

► Fertiliser EBITDA margins dropped to a low of 31.3% (3Q12: 34.3%), impacted mainly by a 30% drop in production at EFC 

and EBIC (due to the EGAS supply shortages) 

► Construction EBITDA margins continued the downward trend, coming in at 8.2% in 4Q12 (3Q12: 9%) and affected by 

construction cost overruns at Sorfert, Algeria  

► Construction orderbook grew QoQ by USD1.8bn, now standing at USD7bn; but most of this growth comes from the 

addition of Weitz backlog consolidated into the books  

We are wary of the USD99m EFC impairment. Along with weaker operating margins, the consolidated net loss of USD81m 

was also on account of one-off charges totaling USD181m including; USD82m of interest expense related to delayed interest 

payments to the ETA and USD99m pertaining to a goodwill impairment on EFC. While acknowledging the interest charge 

one-off, we are however wary of the reasoning behind the impairment on EFC; mentioned to be in light of the natural gas 

supply environment. In addition to rising concerns on the supply shortages from EGAS to persist for the short term, this 

could also be an indirect signal on the likely outcome of the EGAS arbitration (for revising upwards the pricing of natural gas 

feedstock in EFC and EBIC). Fallout of the EGAS dispute is expected sometime in June 2013.  

What follows next? The next step for OCI would be to restart its previously stalled local MTO for the 24% of shares that 

remain listed in Egypt. Add to this the 1% of GDR holders that did not take part in the OCI NV share conversion offer, who 

now would be likely paid in EGP.  We expect the company to make an announcement soon to convene an EGM to approve 

the MTO.  

We expect the MTO price to remain unchanged at EGP280/share. Although it could be argued that the latest EGP7.1bn 

payment would in fact put downside pressure on OCI’s fair value (by roughly EGP25/share), the MTO price should in our 

opinion still go through at EGP280/share. This is mainly based on our assumption that some of this risk would have already 

been priced in by US investors (who promised to participate to the extent of USD1bn) before having underwritten the offer 

back in January 2013, and with the EGP depreciation nullifying a lot of this added risk. Downside risk however continues to 

exist to the MTO price if the fallouts of the EGAS dispute get discounted by the investors underwriting the shares from the 

US. With OCI already having committed plans to Invest on an USD1.8bn fertilizer plant in Iowa, we see the probability of US 

investors in return backing out from the Egyptian MTO as an unlikely scenario. It should also be noted that OCI just 

announced closure of the bond terms of USD1.2bn for the Iowa plant.  

Our recommendation on OCI is now upgraded to an “ACCUMULATE” from “HOLD” suggesting tendering of shares, 

when further developments occur over the MTO. 
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Disclosure Appendix 

Disclaimer 

This report is based on publicly available information. It is not intended as an offer to buy or sell, nor is it a solicitation of an offer to buy or sell 

the securities mentioned. The information and opinions in this report were prepared by the NAEEM Research Department (“NAEEM”) from 

sources it believed to be reliable at the time of publication. NAEEM accepts no liability or legal responsibility for losses or damages incurred 

from the use of this publication or its contents. NAEEM has the right to change opinions expressed in this report without prior notice. 

This research report (including all appendices) contains information that is intended to be conveyed only to the intended recipients, which 

insofar as the United Sates is concerned, are “major U.S. institutional investors” (i.e., U.S. institutional investors having total assets under 

management in excess of USD100 million, or investment advisers that are registered with the U.S. Securities and Exchange Commission and 

have total assets under management in excess of USD100 million). If the reader or recipient of this research report is not the intended recipient, 

please notify NAEEM immediately, and promptly destroy this research report without retaining any portion in any manner. The unauthorized 

use, dissemination, distribution or reproduction of this research report by any person other than the intended recipient is strictly prohibited. 

Analyst Certification  

The primary research analyst/analysts covering the company (or companies) mentioned in this report certify that their views about the company 

(or companies) and their securities are accurately expressed. Further, no part of their compensation, whether pecuniary or in-kind, was, is, or will 

be, directly or indirectly related to the recommendations or views expressed in this research report. Unless otherwise stated, individuals listed on 

the front cover/page of the report are the research analysts. 

Stock Ratings 

NAAEM believes that an investor’s decision to buy or sell a stock should depend on individual circumstances (including, but not limited to the 

investor’s existing holdings and financial standing) and other considerations. Different securities firms use a range of rating terms and rating 

systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each report. In addition, since 

NAEEM’s research reports contain complete information about the analyst’s views, investors should read NAEEM reports in their entirety, and 

not infer the contents from the ratings alone.  Ratings (and/or research) should not be relied upon as an investment advice. 

NAEEM assigns ratings to stocks on the following basis: 

Rating Upside/Downside potential 2 May 2013Rating distribution as of  

BUY >20% 39% 

ACCUMULATE >10% to 20% 15% 

HOLD +10% to -10% 36% 

REDUCE <-10% to -20%  6% 

SELL < -20%  3% 
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