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Raysut Cement - Results Update 
 

Wise diversification strategy, strong demand 
Like its local peer (Oman Cement), Raysut Group benefited from the strong local demand created as a 
result of the expansionary government policy, rapid development in the infrastructure segment, and 
improved situation in the cement prices in the UAE which eased the pressures on the local realizations. 
 

Adding to the above, the company’s monopolistic situation in the Southern part of the country and its 
ambitious exporting strategy with new markets being added to its export portfolio in addition to the 
improvement situation in Yemen and reaping the fruits of its acquisition of Pioneer Cement, we feel 
quite comfortable about the company’s future demand but remaining cautious regarding the 
realizations.   
 

Q1’12 performance (kindly refer to our flash note dated April 30) clearly reflects the above view. The 
results are also in line with the Parent company’s strategy for acquiring Pioneer Cement, as the 
subsidiary bolsters the Group’s operations in the following ways: 
 

 Maintain the group market share in the 
competitive Northern part of Oman; 

 Reduce shipping costs; 

 Make available the required capacity of the 
Parent company in order to strengthen exports; 

 Benefit from any rise in cement selling prices in 
the UAE;  

 Lessen any need for extra CAPEX regarding 
cement grinding expansions as the current 
capacity (around 5.2mn tons of cement) is 
sufficient enough to match any increase in 
demand. 

Source: OABINVEST, Company financials 
 

Moreover, as we stated in our previous update, RCC’s commercial operation of its two shipping 
companies (Raysea Navigation and Raybulk Corporation) and the 50% acquisition of Oman Portuguese 
Cement Products Co, played a positive role in adding unique diversification power for RCC as compared 
to its local peer and helping RCC in having a wider geographical reach for its products.  
 

Having said that, we maintain our positive view on sales (volumes) and expect the group to sell around 
4.2mn tons of cement and clinker in FY’12 and expect a CAGR of 4% during 2011-16 in group sales to 
around 4.8mn tons of cement in FY’16. 
 

We also expect RCC’s stand alone cement sales to stand at 2.6mn tons in FY’12 (+5% y-o-y) while we 
expect Pioneer’s standalone sales to touch 1.53mn tons of cement (38% of it locally) within the same 
period, a slight increase of 1% on yearly basis. The key factors for the group are easing situation in 
Yemen, strong local demand, new export markets and the slight recovery in the UAE market.  
 

On the selling prices front, we continue to believe that maintaining local selling prices at the same 
levels of 2011 at around RO 27 per ton would be tough. However, due to the strong demand shown in 
Q1’12 performance we raised our earlier average realization level of RO 25 per ton for FY’12 onwards 
to RO 26 per ton for RCC. For Pioneer cement, we forecast the UAE selling prices to stand at RO 23 per 
ton.  
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Margins: challenges remain 
Margins exceeded expectations in the latest quarter but are in line with our overall positive view (kindly 
refer to our last result update dated Mar’ 6). The group margins in Q1’12 remain healthy despite the 
acquisition burden. Taking into consideration the recent performance, we increase (at the group level) 
EBITDA margins from 32% to 34% during the forecasted period. We believe that the recovery in the 
selling prices in the UAE will give Pioneer’s margins the needed boost. Thus we forecast the subsidiary’s 
gross margins to be at 17% in the forecasted period. However, we remain conservative regarding the 
pace of recovery in the UAE market.  
 

Outlook and valuations  
All things considered, we are positive about sector demand and feel that despite the pressure locally, 
especially in the Northern Part of Oman, RCC’s well diversified strategy and recovery in the UAE selling 
prices in addition to the company’s ability to make the most of from its acquisition will provide a stable 
outlook on the medium to long term. 

 
 

Valuation & Recommendation  
 

RO'000 2012e 2013e 2014e

NOPAT 24,029 25,321 26,798

Add depreciation 4,944 5,179 5,424

Add: Tax Expense 2,970 3,130 3,312

Less: Taxes paid -3,067 -3,042 -3,332

Add: change in working capital -4,404 2,748 5,513

Less: capex -7,668 -7,985 -8,377

FCF 16,802 25,350 29,338

Terminal growth rate 1.5%

Total enterprise value 258,297

Value/share RO 1.291

Premium/(Discount) 5.00%

Market price per share RO 1.230

Risk Free Rate 4%

Beta 0.98

Equity premium 10%

Cost of equity 14%

Cost of debt 4.50%

Cost of Capital (WACC) 10.09%  
Source: OABINVEST, Bloomberg 
 

 
In light of the better performance in sales volumes, the stability of selling prices and better 
performance of the subsidiary, we revise our earlier target of RO 0.958 (Kindly refer to our previous 
update on the company dated Mar 6) to RO 1.291, indicating an upside of 5% from current market 
price. 
 
However, bearing in mind the recent rally in the stock price (YTD change +62.2%) and +34.8% from our 
last earlier recommendation, we assign “HOLD” recommendation instead of the earlier “BUY”.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 

Key Financials 
 

Income Statement

RO'000 2011 2012e 2013e

RCC Oman 38,132 38,493 40,418

RCC Yemen and other GCC 21,410 28,595 31,215

Pioneer Cement Industry (UAE sales) 13,810 14,076 16,618

Pioneer Cement Industry (Oman sales) 10,461 14,688 11,560

Group Sales 83,813 95,852 99,810

Cost of sales 61,858 66,810 69,232

Gross Profit 21,955 29,042 30,578

Administration & general expenses -1,688 -2,043 -2,128

Other Income 104 126 131

Operating Profit (EBIT) 20,372 27,125 28,582

EBITDA 26,374 32,068 33,760

Profit before tax  PBT 17,042 24,511 26,452

Taxation -2,093 -2,819 -3,042

Net profit PAT 14,949 21,692 23,410  
 

Cash Flow Statement

RO'000 2011 2012e 2013e

Net cash from operating activities 26,414 24,897 33,841

Net cash used in investing activities 3,080 -1,847 -7,759

Net cash (used in) financing activities -31,299 -16,920 -33,065

Net (decrease) / increase in cash and cash equivalents -1,805 6,130 -6,984

Cash and cash equivalents at beginning of the year 5,738 3,932 10,062

Cash and cash equivalents at end of the year 3,932 10,062 3,078  
 
 

Balance Sheet

RO'000 2011 2012e 2013e

Total non-current assets 149,220 149,812 152,592

Total current assets 39,854 49,996 34,315

TOTAL ASSETS 189,074 199,808 186,908

Total current liabilities 36,316 35,672 29,623

Total long term liabilities 50,351 50,102 33,290

TOTAL LIABILITIES 86,667 85,774 62,913

EQUITY 102,408 114,034 123,995  
 
 
 
 
 
 
 
 



 
 
 
 

Key Ratios 2011 2012e 2013e

Profitablity Ratios

Gross Margins % 26.2% 30.3% 30.6%

EBITDA MArgins% 31.5% 33.5% 33.8%

EBIT Margins% 24.3% 28.3% 28.6%

PBT Margins% 20.3% 25.6% 26.5%

Net Margins % 17.8% 22.6% 23.5%

Return on Equity % 14.2% 20.0% 19.7%

Return on Assets % 7.9% 11.2% 12.1%

Efficiency measurements

Current Ratio 1.10 1.40 1.16

Quick Ratio 0.66 0.94 0.79

Asset turnover ratio (x) 0.44 0.48 0.53

Inventory Turnover (x) 5.29 5.88 9.09

Inventory days 69.00 62.05 40.15

Receivables turnover 9.89 6.25 8.33

Account receivables days / Collection period 36.90 58.40 43.80

Payables / Creditor turnover 5.51 5.16 7.79

Account payable days 66.2 70.7 46.8

Per share measurement

EPS Basic (RO) 0.075 0.108 0.117

DPS  (RO) 0.050 0.067 0.065

FCF per share (RO) 0.090 0.084 0.127

Operating CF/share (RO) 0.132 0.124 0.169

BV per share 0.512 0.570 0.620

Leverage measurements 

Gross debt/equity (%) 63.8% 56.3% 38.0%

Leverage (%) 175.9% 128.9% 61.3%

Debt/assets (%) 34.5% 32.1% 25.2%

Cash/assets (%) 2.1% 5.0% 1.6%

Dividend cover (x) 0.67 0.62 0.56

Dividend yield (%) 4.1% 5.5% 5.3%

Dividend pay-out ratio (%) 66.9% 62.0% 55.5%

Valuation Ratios

PE (X) 16.46 11.34 10.51

P/B (X) 2.40 2.16 1.98  
Source: OABINVEST, Company’s Financials 

 
 
 
 
 
 

Disclaimer: 

 
This report has been prepared by research department in IMG – Oman Arab Bank, and is provided for information purposes 

only. Under no circumstances is to be used or considered as an offer to sell or solicitation of any offer to buy. While all 

reasonable care has been taken to ensure that the information contained therein is not untrue or misleading at the time of 

publication, we make no representation as to its accuracy or completeness and it should not be relied upon as such, and the bank 

accepts no responsibility whatsoever for any direct or indirect consequential loss arising from any use of this report or its 

contents. All opinions and estimates included in this document constitute IMG's Research department judgment as of the date 

of production of this report, and are subject to change without notice. This report may not be reproduced, distributed or 

published by any recipient for any purpose. 

 

 

 


