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2 December 2012 

Oman Cement - Results Update  
 

Macro and Micro factors to support  
Bearing in mind its strategic location between the multi-billion Omani Riyal projects, and its 
capability to expand and to meet the expected increasing demand on its products, further not 
to miss the strong balance sheet and the availability of liquidity, we are quite positive about 
Oman Cement on the medium to long term prospects.  
 
As we stated in our Raysut Cement result update (kindly refer to our result update on the 
company dated November 21), we are comfortable with our view that cement demand in 
Oman will remain strong and  expect FY’12 total demand to exceeds 5.5mn tons including the 
UAE companies’ share. We expect local demand for cement to register a CAGR of 5% during 
our coverage period (2012-2016). 
 
In view of Q3’12 performance of two local companies in particular with regard to the selling 
price of the cement which showed stability and signs of recovery, we believe that pressures 
from the UAE is slowing down taking into consideration the improved performance of the real 
estate sector in the UAE thus the improvement in cement demand which result in better 
selling prices and margins.  
 
As per reports, the cement selling prices in the UAE is estimated between RO 27 to RO 29 per 
ton, compared with as low as RO 25 within the same period last year.  Moreover, the 
attractive export markets such as Saudi Arabia and Qatar ease the pressure on Oman as the 
UAE cement companies divert part of their exports to them.  
 
Accordingly, we reduce our previous cautions on selling prices and improving them to an 
average of RO 26.5 per ton for the forecasted period instead of an earlier average of RO 25.5 
a ton.   
 
In respect of volumes, despite the challenging factors, we remain firm on our view that no 
major impact on volume of sales, and expect a CAGR of 9% during 2012-16 in sales to around 
2.8mn tons of cement in FY’16. 

 
Better cost management 
The quantity of imported clinker in Q3’12 was not considered by us as we conservatively 
assumed that total imported clinker in FY’12 to touch 25k tons thinking that temporary 
shortfall due to the maintenance of Kiln 1 would be covered through inventory. We expect 
the OCC to import 75k tons of clinker in this year. We conservatively assume that the 
company will import additional 40k tons in FY’13.  Onwards we believe that the company 
would not be in need for further clinker import as its trial period for Klin (3) shall end soon, 
thus better utilizations shall fill the supply gap. 
 
EBITDA margins is expected to continue its upward trend benefiting from the absence of 
imported clinker and better cost control. However, we might experience increase in Salaries, 
wages and benefits (9M’12 average is 23% as percentage of sales) due to higher employment. 
 
Our projected EBITDA margins during 2012 – 2015 stand higher at around 45.5% instead of 
earlier estimate of 44% while net margins are expected to be at an average level of 34% 
during the forecasted period.  
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Strong Balance Sheet 
Despite the marginally higher debt to equity in 9M’12 at an average of 8.6% compared with 
an average of 7.4% in FY’11 mainly due to the loan obtained to finance the pollution control 
equipment and capacity up-gradation of Kiln 1, the company remains at a lower leverage level 
as compared to the Industry average.   
 
However, despite of the probability of debt burden to increase given the CAPEX program for 
the new cement mill to match increased clinker capacity, the strong net cash position of the 
company which stood at RO 17.6mn in Q3’12, provide no major concerns related to the 
quality of the balance sheet. 
 

Outlook and valuations  
Overall we are positive about the company future taking into consideration the followings: 

 The growth and stability of the sector. 

 The recovery of the selling prices. 

 The expected lesser competition from the UAE companies. 

 The geographical location and proximity to construction intensive regions 

 The capability to expand taking into consideration the upgrading capacity of the Kiln 
1 and cement mill which will provide the needed support and economies of scale 

 Strong net cash position 

 Attractive dividends and dividend yields 
 

The only less favourable factor is the lack of regional diversification which might prevent the 
company from taking an advantage of the increasing demand for cement in the region.   

 
 

Valuation  
 

RO'000 2012e 2013e 2014e

NOPAT 16,205 19,996 21,591

Add depreciation 6,210 6,249 6,480

Add: change in working capital -4,652 -2,169 -1,647

Less: capex -5,698 -6,372 -6,820

FCF 12,066 17,703 19,605

Terminal growth rate 1.5%

Total enterprise value 226,314

Value/share RO 0.684

Premium/(Discount) 7%

Market price per share RO 0.64
Risk Free Rate 4%

Beta 0.92

Equity premium 8.0%

Cost of equity 11%

Cost of debt 2.2%

Cost of Capital (WACC) 11%  
Source: OABINVEST, Bloomberg 
 

We assigned “Neutral” recommendation with a target price of RO 0.684 per share taking into 
consideration that the positive catalysts driving earnings considerably priced in for the near 
term. 
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Key Financials 
 

Income Statement

RO'000 2011 2012e 2013e
Local 49,768 60,502 67,658

Export 1,111 1,235 1,381

Less : sales discount -2,966 -4,754 -5,316

Revenue 47,913 56,983 63,723

Cost of Sales -31,103 -35,123 -37,183

Gross profit 16,809 21,860 26,540

General and administrative expenses -3,372 -3,445 -3,817

Operating Profit 13,438 18,415 22,723

EBITDA 19,223 24,936 29,284

Profit before tax PBT 14,518 20,462 24,992

Taxation -1,719 -2,455 -2,999

Profit for the year 12,799 18,006 21,993  
 

Balance Sheet

RO'000 2011 2012e 2013e

Net Property, plant and equipment 107,840 107,329 107,452

Investments in an associate 776.41       787.28       799.88       

Available-for-sale investments 11,024 11,135 11,246

Held-to-maturity investments 872.42       881.14       898.77       

Bank deposits 11,339 19,276 18,890

Non current assets 132,304 139,408 139,287

Financial assets at fair value through profit or loss5,430          5,973          6,570          

Inventories 12,649 13,391 14,019

Trade and other receivables 8,948 11,966 13,382

Cash and cash equivalents 2,977 8,863 13,933

Current assets 42,005 47,693 55,404

Total Assets 174,309 187,101 194,691

Shareholder's equity 148,387 158,169 168,103

Term loans - non current portion 6,400 9,751 7,457

Deferred tax liability 3,932 4,208 4,250

End of services benefits 1,119 1,141 1,175

Non current liabilities 11,451 15,100 12,882

Term loans - current portion 1,600 2,295 2,295

Trade and other payables 11,428 10,537 10,411

Taxation 1,443          1,000          1,000          

Total  current laiblities 14,471 13,832 13,706

Total Liabilites 25,922 28,932 26,588  
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Cash Flow Statement
RO'000 2011 2012e 2013e

Net cash from operating activities 8,367 19,420 26,149

Net cash from / (used in) investing activities 3,045 -9,356 -6,726

Net cash used in financing activities -11,609 -4,179 -14,353

Net change in cash and cash equivalents -197 5,885 5,070

Cash and cash equivalents at beginning of the year 3,174 2,977 8,863

Cash and cash equivalents at the end of the year 2,977 8,863 13,933  
 

Key Ratios 2011 2012e 2013e

Profitablity Ratios

Gross Margins % 35.1% 38.4% 41.6%

EBITDA MArgins% 40.1% 43.8% 46.0%

EBIT Margins% 28.0% 32.3% 35.7%

PBT Margins% 30.3% 35.9% 39.2%

Net Margins % 26.7% 31.6% 34.5%

Return on Equity % 8.6% 11.7% 13.5%

Return on Assets % 7.4% 10.0% 11.5%

Efficiency measurements

Current Ratio 2.90 3.45 4.04

Quick Ratio 2.03 2.48 3.02

Asset turnover ratio (x) 0.27 0.30 0.33

Inventory Turnover (x) 3.79 4.26 4.55

Inventory days 96.36 85.78 80.30

Receivables turnover 5.35 4.76 4.76

Account receivables days / Collection period 68.16 76.65 76.65

Payables / Creditor turnover 4.19 5.41 6.12

Account payable days 87.1 67.5 59.6

Per share measurement

EPS Basic (RO) 0.039 0.054 0.066

YoY growth (%) -48.9% 40.7% 22.1%

DPS  (RO) 0.030 0.038 0.047

YoY growth (%) -18.9% 27.0% 22.1%

Operating CF/share (RO) 0.025 0.059 0.079

BV per share 0.448 0.478 0.508

Leverage measurements 

Gross debt/equity (%) 5.4% 7.6% 5.8%

Leverage (%) 5.1% 7.1% 5.5%

Debt/assets (%) 4.6% 6.4% 5.0%

Cash/assets (%) 1.7% 4.7% 7.2%

Dividend cover (x) 0.78 0.70 0.70

Dividend yield (%) 4.7% 6.0% 7.3%

Dividend pay-out ratio (%) 77.6% 70.0% 70.0%

Valuation Ratios

PE (X) 16.54 11.76 9.63

P/B (X) 1.43 1.34 1.26  
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. 

 

 

 
 


