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On Growth Trajectory   

Al Anwar Ceramic Tiles (AACT) is Oman’s largest ceramic tiles manufacturer. AACT is 
expanding capacity to hold its market leading position in Oman and benefit from the 
boom in GCC’s construction sector. The company is keen on growing in Saudi Arabia 
and the UAE. We consider this a prudent strategy as these are the region’s growth 
centers. Cost control is critical for AACT’s long-term growth, as its inability to rein in 
costs impacted recent results negatively. We believe capacity expansion will support 
margins, which contracted in FY12. We assign a BUY rating, with a target price of 
OMR0.48 per share. 

 Market leader in Oman; scaling up through capacity expansion. AACT, the leading 
player in Oman’s ceramic tiles market, caters to more than half the market. The 
company has four production lines with total capacity of 13.5 million square 
meters (msqm) and is adding another line with a capacity of 3.5 msqm. AACT 
expects to commence trial production on the new line in 1Q 2014, bringing total 
production capacity to 17 msqm. 

 New capacity boosts FY12 income. AACT’s revenues grew 20.7% year-on-year in 
FY12, with additional 3 msqm capacity from the fourth production line, which 
came on-stream in 2Q2012. Costs surged 22.4% year-on-year for the fiscal year, as 
costs of raw materials as well as energy and factory overheads increased. Net 
profit margin contracted from 30.9% in FY11 to 28.9% in FY12, as costs exceeded 
the year’s revenues. 

 Recovering construction market in GCC to drive growth. Indicators suggest that 
the GCC construction market is picking up. Momentum in the construction sector 
is likely to spill over to the building materials industry and improve demand for 
ceramic tiles in the region. AACT’s new capacity is coming on-stream in time to tap 
the latent demand. Consequently, we expect revenue to expand at a CAGR of 
10.7% to OMR37.4m in FY17 from OMR22.5m in FY12. 

 Higher costs likely to dent FY13 margins, but improve later. We expect margins to 
decline in FY13 on higher administrative and depreciation expenses. We believe 
the business will generate higher gross profits that can cushion the impact of the 
expanded fixed cost base, as utilization at the new capacity improves. A key risk is 
higher fuel costs if the oil ministry raises natural gas prices. We expect EBITDA 
margin to decline to 38.6% in FY13 from 40.0% in FY12 before rising to 42.4% by 
FY17. 

 Our valuation based on DCF and relative multiples suggests a target price of 
OMR0.48, which represents an 18.5% upside to yesterday’s closing price. We 
recommend a BUY.  

 Recommendation BUY 

Target Price (OMR) 0.48 

Upside (Downside) 18.5% 

STOCK DETAILS   

Current price* OMR 0.405 

Market Capitalisation OMRm 82.18 

Shares Outstanding m 204.43 

52 Week High OMR 0.43 

52 Week Low OMR 0.32 

Price Performance YTD  % -4.1% 

EPS OMR 0.03 

Beta (1 Year adjusted)  0.42 

* Price as of February 25, 2013 

KEY SHAREHOLDERS (%)  

Al Jazeira Services Co. SAOG 37% 

Public 63% 

PRICE MULTIPLES 2013e 2014e 

P/E (x) 10.9 10.7 

EV/EBITDA (x) 7.4 7.2 
 

Financial summary 

Year to Dec (OMRm) 2012 2013E 2014E 2015E 2016E 2017E

Revenues 22.5      25.5      26.0      32.4      35.6      37.4      

EBIT 7.4        8.1        8.2        11.0      12.7      13.7      

Net Income 6.5        7.1        7.2        9.7        11.1      12.0      

EBIT Margin (%) 33.0      31.6      31.6      34.1      35.7      36.6      

Net Margin (%) 28.9      27.7      27.7      29.9      31.2      32.1      

ROA (%) 17.7      17.5      16.3      19.1      19.3      18.6      

ROE (%) 20.1      19.5      18.0      21.2      21.4      20.4      

 

Source: Company financials, Ahlibank research 

 Price performance 

 

Source: Bloomberg, rebased to 100 
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EXECUTIVE SUMMARY 

With dominating market share in Oman, AACT has consistently outperformed the 

MSM30 Index. The company maintains a low-cost manufacturer identity and has 

been operating at full capacity since 2010. We recommend a BUY rating, with a 

target price of OMR0.48, an 18.5% upside to the closing price of OMR0.405 as on 

February 25, 2013. 

 Company Overview 

Established in 1998, AACT is the leading manufacturer of ceramic tiles in Oman. The company has 13.5 

msqm manufacturing capacity in Nizwa, Oman. It sells a range of glazed wall, floor, border and 

decorative tiles under the ‘Al Shams’ brand. Having captured a leading position in Oman, the company is 

emerging as a significant player in the GCC region, especially in the UAE and Saudi Arabia. AACT is known 

as a low-cost producer benefiting from its ability to economically access raw materials within 200km 

radius of the manufacturing plant. 

 Growing GCC construction sector  

Expansionary budgets concentrated on non-oil economic development and diversification policies 

instigated by regional governments are benefitting the GCC construction sector. Construction contracts 

worth USD40bn were awarded in the first quarter of 2011. We believe the prevailing growth in the 

sector will sustain strong demand for ceramic tiles. AACT is expected to benefit from this development 

with its brand equity and key distribution network. 

 Capacity expansion with fifth production line 

AACT has commenced work on setting up its fifth production line, with annual capacity of 3.5 msqm. The 

expansion plan is likely to be funded through internal accruals. The company also intends to convert a 

wet grinding body preparation facility at one of its plants operating on natural gas to a dry grinding 

facility that uses electricity. Natural gas thus saved could be used for further expansion. The company 

expects to commence trial production on the new line in 1Q2014. 

 EBITDA margin to decline marginally in FY2013–14 

AACT’s input costs increased at a CAGR of 19% over the last five years. However, gross margins did not 

suffer as much as the company incurs lower costs to procure raw materials. Cost of sales per sqm 

expanded at just 3.2% CAGR. Rise in costs has been primarily due to electricity and gas prices, which 

surged 23% in FY2012. AACT’s margins are expected to remain under pressure, as gas prices are likely to 

rise in the coming years. In our opinion, modernization of plants is likely to improve operational 

efficiency, and sustained low-cost advantage would help offset escalating input costs. 

 Significant competition in GCC 

AACT enjoys a dominant position in Oman and faces limited competition from the only other local 

player, Al Maha Ceramics. However, the company faces considerable competition in the GCC ceramics 

market. RAK Ceramics, the largest player in GCC as well as globally, has production capacity of 83.5 

msqm in the UAE. Saudi Ceramics is the second largest player in the region, with total production 

capacity of 52 msqm. 

 BUY - Fair value at OMR0.48 per share 

We arrived at our final valuation using the weighted average of fundamental valuation (DCF) and relative 

valuation methodologies. We assigned 60% weight to DCF valuation and 20% to each of the comparative 

valuation approaches: P/E and EV/EBITDA multiples. This yielded a fair value of OMR0.48 per share, 

implying an upside of 18.5% from the closing price of OMR0.405 as on February 25, 2013. 
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FY12 FINANCIAL REVIEW: Capacity addition boosts earnings 

Fig. 1: AACT’s FY2012 Financial Performance (1Q–4Q2012) 
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Source: Company financials 

Volumes: AACT produced 13.1 msqm of ceramic tiles in FY2012, up 25% from 10.5 msqm in FY2011. The 

company reported capacity utilization of 109%, with all four production lines operating at full capacity. 

Sales: Sales increased 20.7% year-on-year to OMR22.5m in FY2012 compared to OMR18.6m in FY2011. 

Conversely, on quarterly basis, sales declined 6.9% to OMR5.6m in 4Q2012 from OMR6.0m in 3Q2012. Export 

sales accounted for 46.9% of total revenues in FY2012. Average realizations fell 3.5% to OMR1.71 per sqm. 

Expenses: AACT’s expenses surged 22.7% to OMR15.5m in FY2012 from OMR12.7m in FY2011. However, 

expenses declined 9.7% on quarterly basis. Cost of raw materials as well as energy and factory overheads 

grew 21% and 23%, respectively. 

Profit Margin: The company’s net profit rose 13.1% to OMR6.5m in FY2012 vis-à-vis OMR5.7m in FY2011. 

However, net profit declined 4.2% to OMR1.6m in 4Q2012 from OMR1.7m in 3Q2012. 

AACT’s net profit margin stood at 28.9% in FY2012 compared to 30.9% in FY2011. Net profit margin 

contracted marginally, as total expenses surpassed revenues for the year. On the other hand, quarterly net 

margin improved to 28.2% in 4Q2012 from 27.4% in 3Q2012. 
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EARNINGS FORECAST 

Income Statement 

Revenues: We expect the uptick in the ceramics market from the boom in the GCC construction industry to 

fuel AACT’s top-line growth through 2017E. Expansion of production lines will help the company cater to the 

growing demand in the UAE and Saudi Arabia and add to export revenue. Realizations per unit are likely to 

increase, as we estimate international unit price to be currently about 9.4% lower than the unit price realized 

in the domestic market. We estimate AACT’s revenues to increase at a CAGR of 10.7% to OMR37.4m during 

FY2012–17E. The company’s production lines are estimated to operate above capacity during the forecast 

period, and realizations are likely to improve gradually due to higher demand in GCC. 

 

Fig. 2: AACT’s Revenues and Realization 
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Source: Company financials, Ahlibank research 

Costs: AACT’s costs are expected to escalate over the forecast period due to higher production costs and 

rising fuel prices. We estimate cost of sales to increase at a CAGR of 8.9% to OMR17.6m during FY2012–17E. 

COGS comprised raw materials costs (61%), energy and factory overheads (25%), and salary and employee 

costs (14%) in FY12. We expect the company to continue benefiting from cost advantage, with per unit raw 

material expenses at OMR0.48 per sqm during FY2013–17E. Energy and factory overheads are estimated to 

expand at a CAGR of 13.6% (FY2012–17E), as energy prices are likely to increase with the Omani government 

expected to raise natural gas prices. Salaries and employee costs are forecast to increase at a CAGR of 3.7%, 

as the number of employees is likely to rise with expansion of production lines. COGS per sqm is forecast to 

rise from OMR0.87 in FY12 to OMR0.92 in FY17E.  

Indirect expenses at 8.6% of sales in FY12 majorly constituted of freight charges. Increase in the number of 

players in the GCC ceramic market, coupled with cheap imports from low-cost manufacturing countries like 

China, has intensified competition for AACT. Increased competition has necessitated the company to engage 

in marketing activities to differentiate its brand, resulting in higher marketing expenses. Freight costs 

continue to rise due to higher export volumes and fuel costs. Consequently, indirect expenses, as a % of sales, 

are forecast to rise from 8.6% in FY2012 to 9.2% in FY2017E. 
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Fig. 3: AACT’s Cost of Sales, Cost of Raw Materials and Energy and Factory Overheads 
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Source: Company financials, Ahlibank research 

General and administration expenses are projected to expand at a CAGR of 10.7% to OMR0.5m in FY2017E. 

Selling and distribution expenses are forecast to rise at a CAGR of 12.3%, as outward freight charges are likely 

to increase due to rising fuel costs. 

Profitability: AACT’s gross margin is estimated to decline to 47.8% in FY2013E due to capacity expansion. 

Rising production costs is also expected to exert pressure on gross margin. However, gross margin is expected 

to increase thereafter to 53.0% by FY2017E, assuming no new capacity is added. The company’s EBITDA 

margin is estimated to contract from 40% in FY2012 to 38.6% in FY2013E before expanding to 42.4% in 

FY2017E. AACT’s net margin is likely to dip to 27.7% in FY2013–14E. Net margin is estimated to increase 

thereafter to 32.1% by FY2017E as export volumes are expected to dominate the revenue stream. 

 

Fig. 4: AACT’s Gross, EBITDA and Net Margins 
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Source: Company financials, Ahlibank research 

Balance Sheet 

Capex: AACT plans to invest OMR5m to expand production capacity by 3.5 msqm, which is expected to be 

complete by 1Q2014. We expect investment in capex to moderate thereafter through our forecast period, 

with capex intensity (capex as % of revenues) declining to 5%. 
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VALUATION 

Fair Value of OMR0.48 per share 

We arrived at AACT’s per share blended fair value using multiple valuation methodologies, including DCF 

valuation and relative valuation multiples (P/E and EV/EBITDA). We assigned 60% weight to DCF valuation and 

20% weight to each of the two relative valuation methods, and arrived at a fair value of OMR0.48 per share, 

indicating a potential upside of 18.5% from the closing price of OMR0.405 on February 25, 2013. 

DCF valuation yields fair value of OMR0.55 per share based on fundamentals 

DCF valuation indicated a 36.5% upside on the closing price of OMR0.405 as of February 25, 2013. The table 

below shows the DCF calculation. Our DCF calculation is based on a weighted average cost of capital (WACC) 

of 11.4% and long-term growth rate of 3%. 

 

Fig. 5: DCF Valuation 

All figures in OMR millions unless otherwise specified

PV of future cash flows 29.18              

PV of terminal  va lue 82.43              

Enterprise va lue 111.61            

Less : Tota l  debt -                 

Add: Cash and cash equiva lents 1.37                

Other un-accounted assets/l iabi l i ties -                 

Equity Value 112.98            

Outstanding Shares  (mi l l ions) 204.43            

Fair Value per share (OMR) 0.55                

Ups ide/(Downs ide) % 36.5%  

Source: Ahlibank research 

Relative valuation yields fair value of OMR0.36 and OMR0.38 based on P/E and EV/EBITDA 

We assigned a premium to peer multiples for 2013E and applied them to AACT’s financials to arrive at the fair 

value of the stock. 

P/E Multiple: Peer group average for one-year forward P/E ratio is 9.0x. AACT is currently trading at a 

premium to its peers. Furthermore, considering earnings growth of 8.7% in 2013E and the market’s growth 

potential, we assign a premium to the forward multiple to arrive at the target multiple of 10.3x. This 

generates an equity fair value of OMR73.01m, implying a target price of OMR0.36 per share. 

Fig. 6: P/E Multiple 

All figures in OMR millions unless otherwise specified 2013E

Mean

Net Income 7.06                

P/E Ratio (x) 10.3                

Peer Average Ratio (x) 9.0                  

Target Market Cap 73.01              

Outstanding Shares  (mi l l ions) 204.43            

Fair value per share (OMR) 0.36                 

Source: Ahlibank research 

EV/EBITDA: Peer group average for one-year forward EV/EBITDA ratio is 6.8x. We assigned a premium to the 

average forward multiple to arrive at the target multiple of 7.8x. On a target multiple of 7.8x, we get an equity 

fair value of OMR78.42m, implying a target price of OMR0.38 per share. 
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Fig. 7: EV/EBITDA Multiple 

All figures in OMR millions unless otherwise specified 2013E

Mean

EBITDA 9.84                

EV/EBITDA Ratio (x) 7.8                  

Peer Average Ratio (x) 6.8                  

Enterprise value 77.19              

Less : Net Debt and Minori ty Interest 1.37                

Equity Value 78.57              

Outstanding Shares  (mi l l ions) 204.43            

Equity value per share (OMR) 0.38                 

Source: Ahlibank research 
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INVESTMENT VIEW 

Capacity expansion to strengthen market position 

AACT is in the midst of an expansion program. Once completed, the company’s capacity will reach 17 msqm 

by 2014 from the current 13.5 msqm, helping it capitalize on the uptrend in the ceramic market. Based on our 

analysis, the expansion plan is projected to yield an IRR of 28%. Revenues are estimated to increase at a CAGR 

of 10.7% to OMR37.4m during FY12–17E. We expect the company to leverage its brand value and penetrate 

further by expanding its existing capacity.  

AACT has an annual capacity of 13.5 msqm and is operating beyond full capacity. In 2010, it announced a two-

phase capacity enhancement plan to take total production capacity to 17 msqm from 10.5 msqm in 2011. The 

first phase, commissioned in May 2012, expanded tile production capacity by 3 msqm at an estimated cost of 

OMR8.5m. The new plant in Nizwa started commercial production in the middle of 2Q 2012. In 2012, the 

company produced 13.1 msqm of tiles, with sales revenue of OMR22.5m and pre-tax profit of OMR7.4m. 

AACT embarked on further capacity increase to include a new production line, with an output of 3.5 msqm 

per annum. Implementation of this expansion plan has already commenced with civil works, raw material 

conveyor lines and body preparation facility in place. The second phase is expected to be completed quickly 

and at a lower cost compared to the first one. Trial production is expected to commence in 1Q 2014. The 

project, estimated to cost approximately OMR5m, would be funded through internal accruals.  

AACT is the leader in Oman’s market due to its brand positioning and affordable pricing. The domestic market 

accounts for 50% of sales volume, while other GCC countries (mainly the UAE and Saudi Arabia) account for 

the rest. The company targets the affordable housing market segment, which is less volatile during a 

downturn. We believe the company will benefit from additional capacity, as demand is expected to be 

healthy in GCC. We, therefore, estimate capacity utilization to remain high throughout the forecast period. 

We estimate AACT’s new production line to operate at 100% utilization, augmenting the company’s market 

penetration in Oman and GCC. Volumes are expected to increase at a CAGR of 7.7% to 19.0 msqm in 2017 

from 13.1 msqm in 2012. 

 

Fig. 8: Capacity Utilization and Production Volumes (2007–17E) 
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Source: Company financials, Ahlibank research 

Well positioned to benefit from wider GCC demand 

Higher volumes are expected to help the company expand presence in Saudi Arabia and the UAE. The GCC 

ceramics industry has been experiencing a demand-supply gap, with almost 50% of demand being met 

through imports. The company is well positioned to capitalize on opportunities from the region’s local supply 

shortage. AACT aims to expand its network in Saudi Arabia and enhance its institutional business in the UAE in 

the coming year. Exports accounted for 47% of sales revenue in FY2012. We believe rising volumes will boost 

AACT to add capacity of 

3.5 msqm in FY2014 

High demand and strong 

market position to keep 

AACT’s utilization rate 

above 100% 
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revenues, which are estimated to increase at a CAGR of 10.7% during FY2013-17E compared to a CAGR of 

21% during FY2007–12.  

 

Fig. 9: AACT’s Revenue Model (2007–17E) 

Revenue (OMR bn) Production Volume (msqm) Price Realization(OMR)

FY2007 8.77                                      6.3                                        1.38                                      

FY2008 11.87                                    7.3                                        1.62                                      

FY2009 15.89                                    9.9                                        1.61                                      

FY2010 17.06                                    10.4                                      1.64                                      

FY2011 18.60                                    10.5                                      1.77                                      

FY2012 22.45                                    13.1                                      1.71                                      

FY2013E 25.51                                    14.6                                      1.74                                      

FY2014E 26.01                                    14.5                                      1.80                                      

FY2015E 32.39                                    17.5                                      1.85                                      

FY2016E 35.62                                    18.7                                      1.91                                      

FY2017E 37.36                                    19.0                                      1.96                                       

Source: Company financials, Ahlibank research 

Margins under pressure, but likely to expand beyond 2013 

Low-cost manufacturer of ceramic tiles in GCC  

AACT is positioned as a low-cost manufacturer of ceramic tiles in GCC, with gross margin of 49% (highest 

among peers). The company has been able to maintain this position with its ability to access cheap raw 

materials in the radius of 200kms of its manufacturing facility. Employment of lean manufacturing systems, 

and investments in technology and automation processes have enabled the company to maintain its low-cost 

manufacturer status in the region. Post expansion of production lines, AACT is likely to achieve efficiency and 

economies of scale, which, in turn, would contribute to low-cost production. Furthermore, the company has 

an edge over exporters based in China and Italy, as it incurs lower freight costs and its products are exempt 

from customs duty in GCC. 

 

Fig. 10: Lowest Cost Structure Among Listed Peers 

2011 2012

Al  Anwar Ceramics 50% 51%

Saudi  Ceramics 64% 64%

RAK Ceramics 77% 74%

COGS as % of Sales

 

Source: Company reports 

In FY12, AACT’s operating margins contracted on higher cost pressures. Operating margin declined to 33% in 

2012 from 35% in 2011. We believe there is room for margins to expand, as the fixed cost base of 

depreciation and administrative salaries expanded in 2012. Variable costs fell on per unit basis. With 

additional capacity coming on-stream in early 2014, we expect higher volumes to boost gross profits, thereby 

aiding expansion of operating margins. We, therefore, expect EBITDA margin to decrease from 40.0% in 

FY2012 to 38.6% in FY2013 before rising to 42.4% by FY2017E. 

 

 

 

 
Fig. 11: AACT’s COGS and EBITDA Margin (2007–17E) 

EBITDA margins to remain 

above 38% during FY2013-

17E on higher economies 

of scale 

Proximity to raw materials 

and technological 

advancement offer cost 

advantage  



 

 

Al Anwar Ceramic Tiles (AACT) 

Building Materials | Ceramic Tiles 18 February 2013 

Oman | Equity Research | Initiation of Coverage 

Refer to important terms or use, disclaimers and disclosures on back page. Page | 10 

4.7 
5.9 

7.9 8.3 
9.4 

11.5 
13.3 13.5 

16.0 
17.1 17.6 

34.8%

40.3%
42.5% 42.2% 41.6% 40.0% 38.6% 38.7% 40.1% 41.4% 42.4%

-2%

3%

8%

13%

18%

23%

28%

33%

38%

43%

-

5 

10 

15 

20 

FY07 FY08 FY09 FY10 FY11 FY12 FY13E FY14E FY15E FY16E FY17E

Cost of Sales (OMR m) - LHS EBITDA Margin (%) - RHS

 

Source: Company financials, Ahlibank research 

Shift to dry grinding facility  

Higher fuel expenses remain a key risk for AACT with the Oil Ministry expected to increase natural gas prices 

in coming years. The company recently announced it will use existing natural gas for the new plant, thereby 

eliminating the risk of not receiving allocations from the government. AACT plans to convert a wet grinding 

body preparation facility at one of its plants to a dry grinding facility, which uses electricity. The natural gas 

thus saved from the wet grinding facility will be used to fuel the new production line.  

Recovering GCC construction sector, a positive 

The ceramic tiles industry caters to the building and construction sector. With projections of robust economic 

growth, the real estate and construction sector in GCC is expected to recover in 2013, translating into higher 

government spending. According to MEED, construction projects worth USD1.8tr are in various stages of 

execution across GCC. This is likely to benefit sub-sectors such as cement and building materials.  

 

Fig. 12: GCC Projects Planned/Underway (as of Sept 6, 2011) 
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Source: MEED 

Higher demand in AACT’s end-markets 

Demand seems to have gradually improved after a slump in the region’s real estate sector in 2008, and the 

UAE is expected to lead the path to recovery. The Dubai house price index (compiled by Colliers International, 

UAE) recorded a 12% y-o-y increase in the first half of 2012 due to positive economic outlook for the region 

and renewed investor interest. With the long awaited mortgage law being approved, the real estate sector in 
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Saudi Arabia is likely to witness strong demand. Based on research by MEED Insights, project spending in the 

Kingdom is expected to accelerate in 2013. Oman’s construction industry (up 5.1% y-o-y in FY2011) is 

beginning to benefit from the diversification strategy instigated by the government in line with its Vision 2020 

plan. 

 

Fig. 13: UAE & Saudi Arabia’s New Real Estate Supply 

2011 2012 2013

Office Space (sqm) 1,742,000                      1,289,500                      1,741,000                      

Res identia l  (units ) 49,087                           70,000                           83,000                           

Retai l  (sqm) 446,200                         228,000                         650,400                         

Hotels  (rooms) 6,200                             5,761                             10,802                            

Source: Jones Lang LaSalle 

KSA, GCC’s largest economy, is the leading investor in the construction sector. According to Deloitte’s 

assessment, value of KSA’s construction industry expanded at 3.7% y-o-y to approximately USD21bn in 

FY2011. MEED estimated the value of projects planned or underway in KSA at USD629bn. With a project 

pipeline worth USD100bn, growth is expected to be driven by increasing population and rising demand across 

the building and infrastructure sectors. An estimated USD66bn package was announced for developing 

500,000 housing units in response to the political unrest in the region. The KSA government allocated about 

USD7.0bn toward housing projects under the Ninth Development Plan (2010–14). 

The UAE is ranked the second largest market, with investments worth USD9bn allocated to buildings, 

infrastructure and energy sectors in 1Q 2011. BMI estimates the value of the UAE construction industry at 

approximately USD20bn in FY2011. MEED estimates total value of projects planned or underway in the UAE at 

USD623bn. 

 

Fig. 14: Project Market Breakdown - Oman 
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Source: BMI 

According to Deloitte, Oman’s construction industry stood at approximately USD3.4bn in FY2011. The Omani 

construction industry is exhibiting signs of improvement, with an estimated 5.1% y-o-y growth in 2011 

following a marginal decline in 2010. MEED estimates total value of projects planned or underway in the 

country at USD103bn, with the industry’s long-term growth forecast at 6.3%. The government recently 

announced expenditure of USD8bn on commercial and residential developments to strengthen the market. In 

April 2012, the Ministry of Housing announced plans to allocate USD207.2m annually for affordable housing 

projects with the aim of providing affordable housing to young low-income families. With a view to encourage 

tourism, the government is investing heavily in rail, air and sea infrastructure to diversify modes of transport. 

This has drawn regional and international developers to tourism projects such as luxury hotels and resorts. 
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Heightened activity in the construction sector is likely to lead to rapidly rising demand for building materials, 

requiring industry players to increase their output and further enhance capacity. 

Demographic factors aligned in favor of the sector  

At 43.2 million in 2011, GCC’s population is expected to more than double by 2050. A rapidly growing working 

age population, increasing expatriate population and shifting focus on nuclear families would likely translate 

into significant demand for housing in the near future. Favorable demographics are expected to fuel demand 

for residential units, a major driver of building construction. Significant investments in the tourism sector will 

also benefit the company given its strong positioning. 

Optimal capital structure likely to enhance returns 

The company has nearly no debt on its balance sheet, and currently finances capacity expansion projects 

through internal accruals. Although a debt-free balance sheet makes AACT relatively less risky, we believe the 

addition of an optimal level of debt will enhance the company’s returns. Based on our analysis, a 0% debt-

equity ratio is estimated to yield a ROE of 19.5% in 2013, while a debt-equity ratio of 20% is likely to yield a 

ROE of 22.4%. Saudi Ceramics and RAK Ceramics, AACT’s competitors in the GCC region, reported ROE of 

20.2% and 10.2%, respectively. We, therefore, believe that AACT could earn better returns by issuing debt. 

 

Fig. 15: ROE Analysis 

Debt / Equity Ratio FY13E FY14E FY15E FY16E FY17E

Base Case - 0% 19.5% 18.1% 21.3% 21.4% 20.5%

5% 20.3% 20.2% 21.9% 22.8% 23.2%

10% 21.0% 20.9% 22.7% 23.6% 24.1%

15% 21.7% 21.6% 23.4% 24.4% 24.9%

20% 22.4% 22.3% 24.2% 25.2% 25.8%

ROE

 

Source: Ahlibank research 
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RISKS TO OUR FORECAST 

 Gas prices in Oman are expected to double by 2015 for industrial consumers, with a 33% rise to USD2.0 

per mmbtu in 2013 from USD1.5 per mmbtu in 2012. Furthermore, prices will rise to USD2.5 per mmbtu 

in 2014 and USD3.0 per mmbtu in 2015, as announced by the Omani government. This could impact 

AACT’s margins, as energy costs would increase. 

 Influx of low-cost imports from China could lead to price wars, lowering AACT’s realizations and 

hampering revenues. 

 Significant capacity expansion by peers in GCC could result in overcapacity, causing utilizations to plunge. 

This is likely to impact AACT’s profitability. 

 There is high correlation between the ceramic tiles industry and the construction market. A slowdown in 

construction activity in GCC would affect AACT’s earnings. 
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MACROECONOMIC OVERVIEW 

GCC economies witnessing high growth 

GCC’s economy is expected to moderate in 2013, with the International Monetary Fund (IMF) forecasting 

3.7% growth due to flat growth in the oil sector. GCC experienced rapid economic growth in 2011, with real 

GDP increasing 7.5%, primarily on higher oil prices. In 2011, Qatar and Kuwait registered GDP growth rates of 

14.1% and 8.2%, respectively. Qatar is expected to post fastest growth in 2013 (4.9%), mostly driven by 

expenditure on infrastructure as it prepares for the 2022 FIFA World Cup. Saudi Arabia’s economy, accounting 

for 47% of GCC’s GDP, rose 7.1% in 2011 on growth in its oil sector; it is estimated to record 4.2% real GDP 

growth in 2013. Oman’s growth (5.4% in 2011), accounting for 5% of GDP in GCC, was driven by rising oil 

production and major expansion in the petrochemical sector. Oman is forecast to register real GDP growth 

rate of 3.9% in 2013.  

 

Fig. 16: GCC’s Real GDP Growth (2007–13) 

Real GDP 2007 2008 2009 2010 2011 2012e 2013f

Bahrain 8.4 6.3 3.2 4.7 2.1 2.0 2.8

Kuwait 6.5 4.2 -7.8 2.5 8.2 6.3 1.9

Oman 6.7 13.1 3.9 5.0 5.4 5.0 3.9

Qatar 18.0 17.7 12.0 16.7 14.1 6.3 4.9

Saudi  Arabia 2.0 4.2 0.1 5.1 7.1 6.0 4.2

UAE 6.5 5.3 -4.8 1.3 5.2 4.0 2.6

GCC 5.3 6.3 -0.2 5.5 7.5 5.6 3.7

 

Source: IMF 

 

Fig. 17:  Country and Sector Contribution to GDP in GCC 

 

Source: Qatar National Bank (QNB) GCC Economic Insight 2012 

Oil and gas, accounting for 49% of total GDP, was the largest sector in GCC in 2011. Services, comprising 

government services, financial services, trade, hospitality and transport and communications, accounted for 

34% of GDP in 2011. Being key focus of the government’s expenditure and policy, the services sector has 

benefited from growth in financial services, with increase in project financing opportunities. Non-oil industry, 

consisting of manufacturing, construction and utilities, formed 16% of GDP in 2011. The manufacturing sector 

impacts the region’s hydrocarbon reserves through oil refining, GTLs, petrochemicals and metals production. 

The construction sector has been witnessing robust growth with ongoing infrastructure projects in GCC 

countries aimed at developing infrastructure. Utilities have been expanding in response to a rapidly growing 
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population. Given limited availability of arable land, agriculture constitutes just a small sector of the GCC’s 

economy, accounting for about 1% of GDP in 2011. 

Hydrocarbons sector remains the region’s mainstay, but diversification efforts 

continue 

Oil prices averaged a historically high level in 2012 (USD104 per barrel, up 32% from USD79 per barrel in 

2011), boosting government revenue and spending. Total GCC oil production reached an average of 17.2 

million barrels per day in the first three quarters of 2012, 6.2% higher than that in 2011. Approximately 22% 

of government spending comprises capital expenditure, mainly on infrastructure, transport, real estate, 

education and healthcare sectors, thereby supporting non-oil sectors such as construction and utilities. The 

remaining 78% comprises current expenditure (mainly on government wages and other public services), 

which generates funds for the GCC non-oil economy thereby driving growth in services and retail trade. In 

addition, investment in major manufacturing projects, particularly petrochemicals, has boosted output and 

led to strong growth of the non-oil industry. 

Spillover from oil and gas sector 

Improvement in the global economic outlook is expected to positively impact GCC economies, given their 

increasing integration with world markets. The hydrocarbon sector, the traditional growth engine for regional 

economies, is expected to continue dominating in 2013. The key reason for the sector’s sustained dominance 

has been oil prices, which increased 16.3% per annum from 2001 to 2011, except in 2009. The IMF estimates 

average oil prices to be USD106.2 a barrel in 2012 and USD105.1 a barrel in 2013. 

Aiming for GCC’s economic diversification, proceeds from the hydrocarbon sector have been channelized to 

boost the rest of the economy. In 2013, the non-hydrocarbon sector is estimated to contribute nearly 75% to 

overall GDP growth. The IMF projected non-oil real GDP to grow approximately 5.0%, well above the oil-GDP 

forecast for 2013. Manufacturing and construction sectors are mainly expected to drive non-oil industrial 

growth. 

The construction sector witnessed a slowdown in recent years. The global financial crisis adversely affected 

project financing, leading to significant slowdown in the real estate sector, particularly in the UAE, which 

accounts for 51% of the GCC construction market. Nonetheless, the construction sector is expected to bounce 

back in 2013, supported by recovery in the UAE. Government spending on infrastructure development, 

primarily housing, surged 8.0% in 2012. 

Expats and young population to drive economic growth 

Apart from the hydrocarbon sector’s contribution, rising domestic demand could play an important role in 

GCC’s economic growth. GCC’s population reached an estimated 44.3m in 2012, accounting for 0.6% of world 

population, and is forecast to rise to 45.4m in 2013, based on IMF estimate. With more than 50% of the 

population below 25 years of age, domestic consumption would continue increasing with higher per capita 

income. In addition, strong economic performance is attracting foreign workers to the region. In 2011, 

proportion of nationals in the GCC population plummeted to about 52%, with Saudis accounting for 80% of 

GCC nationals. Expatriate immigration has been the primary driver of population growth, with highest levels 

recorded in countries that have smaller population of nationals compared to their oil wealth. Share of 

expatriate population is also likely to increase from 47.8% in 2011 to 48.4% in 2013. An increasing population 

base, coupled with an expanding expatriate population, is demanding more housing units. This, in turn, is 

expected to drive investments in demand-driven sectors like construction across the region. 

Potential risks to the economy 

GCC susceptible to lower oil prices 

Although GCC countries are diversifying, the hydrocarbon sector (particularly oil) continues to dominate their 

economy. The sector accounts for about 45% of nominal GDP and more than 70% of total exports on an 

aggregate basis. Thus, high dependence on the hydrocarbon segment renders GCC vulnerable to a sharp drop 

in oil prices. 
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Unemployment is one of the biggest challenges in the GCC region. According to the World Bank data, GCC 

countries have the world’s highest unemployment rates among young people (40%). A key factor behind this 

is the level of skill mismatch. Moreover, most GCC nationals prefer to seek employment in the public sector 

because of better working conditions and remuneration. However, a few governments are implementing a 

strategic workforce nationalization plan and have a long-term vision for nationalization. They are also 

acknowledging the role and importance of foreign participants. 

Protracted global economic recovery 

Worsening of the Euro zone debt crisis could adversely impact GCC, which is highly dependent on 

hydrocarbon exports, through lower oil export revenues. Furthermore, the region’s access to foreign funding 

could diminish, resulting in a liquidity crunch. 

Political instability 

The “Arab Spring” affected several GCC countries, with some witnessing some sort of public unrest. However, 

the situation currently remains largely under control. 

Oman: Solid economic growth supported by high oil prices 

Demographics 

Oman recorded an estimated population growth rate of 3.1% at 3.2 million in 2012 (compared to 3.1 million 

in 2011), with almost 54% under 25 years of age. The IMF estimates the country’s population to grow at the 

same rate in 2013, reaching 3.3 million. The rapidly growing population, combined with increasing influx of 

expatriate population in the region (mainly due to shortage of skills among local nationals), is likely to drive 

demand for housing, energy and the necessary infrastructure. Announcement of expenditures on commercial 

and residential developments in Oman (USD8bn in Q1 2011) indicates a strengthening construction market. 

Oman reported real GDP growth of 5.0% in 2012, primarily driven by expanding government spending and 

domestic demand, both boosted by high oil prices. Oil export growth is expected to moderate, as domestic 

consumption rises. Consequently, GDP growth is estimated to be 3.9% in 2013 on lower oil prices. Based on 

the Central Intelligence Agency (CIA) data, the manufacturing sector contributed 10.3% to real GDP of Oman 

in 2011, of which petrochemicals accounted for 5.5% of the nation’s GDP. 

 

Fig. 18: Oman GDP by Economic Sectors 
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Source: CIA 

Oil and gas sector boosting revenues  

Contribution of oil and gas revenues to the 2013 budget indicates its continued significance to the economy. 

Total revenues are estimated at OMR11.15bn in the 2013 budget against actual revenues of OMR14bn in 

2012. Oil and gas revenues are estimated at OMR9.35bn, constituting 84% of total revenues, up 30% over the 

estimated revenues in the 2012 budget (OMR7.2bn). In the first ten months of 2012, oil revenues contributed 

74% to total revenues compared to 69% contribution target in the 2012 budget. Contribution of gas revenues 
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to total revenues (12% or OMR1.3bn) was below the 2011 contribution of 13%. Average oil production was 

913,000 barrels per day during the first ten months of 2012. Average oil production of 930,000 barrels per day 

is estimated in 2013, representing a 1.6% rise compared to the 2012 estimate of 915,000 barrels. 

Investments in education and oil sector to improve productivity 

Oil and gas expenditures are estimated at OMR1.75bn, accounting for 14% of total estimated expenditure of 

OMR12.9bn, indicating the government's continuous commitment to reach the targeted levels of oil and gas 

production (1mn bpd by 2015). However, with oil extraction becoming increasingly difficult and expensive, 

diversification becomes vital for the economy’s sustenance. Oman has been investing significantly to improve 

its port terminals (become a hub for re-trade), diversify manufacturing base and develop tourism. The 

government allocated 10.4% of total expenditure to the education sector and 3.9% to healthcare. In the 2013 

budget, it allocated OMR468m to the housing sector, up 44.8% over the 2012 budget, highlighting the 

government’s focus on diversification. 

Despite deficit budget, the country is expected to witness surplus in 2013  

At 8.1% of GDP, Oman enjoyed hefty fiscal surpluses in 2011 on high oil prices. The 2012 budget estimated 

fiscal deficit to be OMR1.2bn or 14% of GDP. The budget was based on an oil price of USD75/bbl. However, it 

is estimated that Oman had a large surplus in 2012, as actual average oil price during the year was 

USD109/bbl. The 2013 budget estimates oil prices to average USD85/bbl. Since this is a conservative estimate, 

the country is expected to witness surplus again on higher oil revenues.  
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INDUSTRY ANALYSIS 

World ceramic tiles industry rises at a CAGR of 6.8% during 2006–11 

The ceramic tiles industry is a fast-growing segment of the building materials industry. It includes products 

ranging from low-cost floor tiles used in affordable apartments and commercial establishments to high-end 

varieties used in expensive villas and commercial properties. Ceramic tiles consumption has grown from 7.5 

billion square meters (bsqm) in 2006 to 10.4 bsqm at an annual rate of 6.8%.   

 

Fig. 19: Total World Consumption (2006–11) 
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Source: Ceramic World Review 

Asia is the powerhouse of the ceramic tiles industry. The continent accounts for more than 65% of tiles 

consumed and produced. It is also the fastest growing region for ceramic tile manufacturers. In 2011, world 

ceramic tile consumption rose 10.2% from 9.4 bsqm to 10.4 bsqm. Asia’s consumption grew 13.3% to 6.8 

bsqm. Separately, consumption in the EU declined 2.1%.  

 

Fig. 20: Asia Dominates Consumption and Production of Ceramic Tiles 

 

Source: Ceramic World Review 

In 2011, world tile production amounted to 10.5 bsqm, up 10.1% from 9.6 bsqm in 2010. Much of this growth 

was concentrated in Asia and non-EU Europe, where manufacturing increased 12.9% and 7%, respectively. 

Africa was the only area where production fell (11% to 326 msqm in 2011). This contraction was ascribed to a 

drop in production in Egypt, the largest producer in the continent. Asia and EU are important exporting 
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regions. China is the largest exporter of ceramic tiles, accounting for 39% of 2011 world exports of 2.1 bsqm. 

China-based exporters are key suppliers to the ceramic tiles market in Saudi Arabia and the UAE.  

 

Fig. 21: World Ceramic Tiles Consumption, Production and Trade (2010–11) 

Region Consumption Production Exports

EU -2.1 4.4 4.6

Europe-Other 10.7 7.0 10.2

N. America 2.4 4.2 10.3

C & S. America 10.8 10.0 10.9

As ia 13.3 12.9 14.2

Africa  & Oceania 1.6 -11.2 -40.3

TOTAL 10.2 10.1 8.7
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Source: Ceramic World Review 

GCC Ceramic Tiles Industry 

The GCC ceramic tile industry is concentrated, with the top two players accounting for 84% of total installed 

production capacity. The UAE is the biggest ceramic tile manufacturer, producing 90 msqm, or 0.9% of the 

world’s production, in 2011. Saudi Arabia is the second largest manufacturer of ceramic tiles in GCC. Drivers 

for the ceramic tile industry in GCC are government policies fuelling strong growth in the housing sector. A 

young population, growing number of expatriates, investors favoring property in GCC, and expansion of 

leisure and tourism sectors are likely to support long-term growth in the construction industry, which would 

translate into higher demand for ceramic tiles. 

Demographic dividend 

Population growth rate in GCC is among the highest in the world. The region’s population (30 m people) is 

expected to more than double by 2050. Of the native population, 70% is under 30 years of age. The young 

population base represents latent demand for dwelling units. 

Expatriates owning property 

Increasing expatriate population and a shift to nuclear families would translate into significant demand for 

housing in coming years. More than 20 million expatriates reside in the GCC region. Permitting expatriates to 

own property in Dubai and other GCC countries has further increased demand for new housing.  

Leisure and tourism driving commercial construction 

Significant investments in the tourism and leisure industries in most GCC countries have fuelled construction 

industry in the region. According to MEED, construction projects worth USD1.8tr are in various stages of 

execution across GCC.  

Saudi Arabia is the largest consumer of ceramic tiles in the region. Demand for ceramic tiles in the Kingdom 

has been increasing since 2005 and has doubled over a period of five years. With total consumption at 203 

msqm in 2011, the Kingdom was the seventh largest tile consumer in the world and accounted for 2% of 

global consumption. Rising consumption continues to be met by a corresponding increase in imports and local 

production. Imports accounted for 63% of consumption in 2011, increasing to 129 msqm (+10.3%), and 

originated largely from China (around 77 msqm) and Spain. Saudi Arabia is China’s top export market and 

Spain’s second. Domestic production increased 38.4% to 78 msqm from 56 msqm. The increase was primarily 

due to capacity expansion by Saudi Ceramics, which increased production to 52 msqm, and full-scale start-up 

of Future Ceramics and Alfanar Ceramics’ plants. Al-Jawdah Ceramics launched a capacity expansion program 

to triple output over the next three years. The local producers aim to increasingly meet demand that is 

currently covered by imports. 

Major Ceramic Players in GCC 

With demand outstripping supply, ceramic tile players in GCC cater to about 50% of the region’s demand, 

while the rest is met by imports. GCC remains a net importer of tiles, and, therefore, presents an opportunity 

for local manufacturers. The lower-end segment is mostly catered to by cheap imports from China and a few 
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regional producers; the middle segment is the target market for companies like Al Anwar Ceramic Tiles, while 

the high-end segment is dominated by European manufacturers. The UAE-based global producer RAK 

Ceramics and Saudi Arabia’s largest ceramics company Saudi Ceramics Company are major players in the GCC 

market.  

 

Fig. 22: GCC Tiles Market Share 
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Source: Company reports 

RAK Ceramics is the largest multi-product ceramic producer in GCC. The company has a global production 

capacity of 117 msqm of tiles, with 83.5 msqm in the UAE and rest in China, Sudan, Bangladesh, India and 

Iran. RAK also has sanitary ware production capacity of 4.5 million pieces across the UAE, India and 

Bangladesh. 

Saudi Ceramics is Saudi Arabia’s largest ceramic tile manufacturer, with production capacity of 52 msqm of 

tiles per annum and 2.5 million pieces of sanitary ware per annum. Other Saudi Arabia-based players include 

Al Fanar Ceramics, Future Ceramics and Al Jawdah Ceramics. 

Oman’s ceramic tile industry is well positioned to benefit from a surge in construction activity in the UAE and 

Saudi Arabia, and the largely unexplored mineral deposits with prevailing low energy costs relative to GCC. 

AACT and Al Maha Ceramics are key ceramics players in Oman, with AACT being the country’s largest player 

catering to the mid-segment demand (production capacity of 13.5 msqm per annum). Al Maha Ceramics has a 

capacity of 6 msqm. 
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Industry Structure - Porter’s Five Forces Analysis 

 

Fig. 23: Porter’s Five Forces Analysis – GCC Ceramic Tiles Industry 
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Source: Ahlibank research 

Threat of New Entrants 

Being a capital-intensive industry, the ceramic tile industry has lower threat from new entrants, as it involves 

large fixed costs, which act as an entry barrier. Moreover, capacity is expanded in large volumes. Besides, 

huge investment in technological innovation is another entry barrier.  

Threat of Substitutes  

The industry faces high threat of substitutes from products like mosaic tiles, marble tiles and granite tiles. 

However, the threat is limited by high price of these substitutes.  

Bargaining Power of Buyers  

Low switching cost offers bargaining power to buyers. Although cheaper Chinese products in the market 

enhance bargaining power of buyers, it is restricted to the lower segment.  

Bargaining Power of Suppliers  

Easy and cheap availability of raw materials limit bargaining power of suppliers. 

Industry Rivalry  

The GCC market is highly competitive due to presence of several local players, with RAK Ceramics and Saudi 

Ceramics representing 70% of the market. Rivalry is low in Oman’s ceramic tile market, as it is oligopolistic in 

nature with just few players. Cheap Chinese imports are the main source of competition. 
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Technology 

Shift in technology to reduce production costs and improve carbon footprint 

Preparation of ceramic mixes in tile manufacturing involves a series of grinding and milling operations that 

produce powders with uniform composition suitable for pressing and firing. Ceramic body preparation can be 

performed via a wet or dry process. Recently, ceramic tile manufacturers seem to be shifting toward the dry 

grinding process. With the latest solutions developed by LB Officine Meccaniche (LB), the dry process is 

capable of producing high-quality ceramic products comparable to those manufactured using the wet 

process. The process is characterized by lower gas and electricity consumption, reduced carbon emissions and 

optimum utilization of water (a resource that is becoming increasingly scarce in certain regions of the world). 

Thus, dry grinding significantly reduces production costs, mainly energy, while offering the ceramic industry a 

highly eco-friendly alternative without sacrificing product quality. By March 2013, LB is expected to install 15 

dry preparation plants designed for various types of bodies and tiles worldwide. 

Ceramic inkjet printing to enhance appearance and reduce turnaround time 

In the ceramics industry, there is growing demand for unique products, high print quality, unorthodox tile 

shapes, short print runs and lower costs from consumers and retailers. There is currently high demand for 

replicated natural effects on tiles such as wood grain or marble. Inkjet printing technology is employed for 

such high-quality effects. Possibility of high level of randomization is a key advantage of inkjet in printing 

natural effects. Thus, each tile can be different and patterns are not repeated. This is not possible using 

analogue printing technology. Moreover, digital technology enables printing on textured tiles and tile 

edges. Digital technology has already been embraced in Italy and Spain. In countries such as China and India, 

digital technology is being adopted to compete with European manufacturers and meet growing domestic 

demands for ceramic tile products. The inkjet printing technology is likely to be welcomed in warmer 

countries where tiles are used as cladding for buildings and carpets are less prevalent. 
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FINANCIAL STATEMENTS 

INCOME STATEMENT

Year to Dec (OMR '000) 2011 2012 2013E 2014E 2015E 2016E 2017E

Turnover 18,601.6            22,454.2        25,512.3        26,014.7        32,385.3        35,623.9        37,359.7        

Cost of turnover (9,375.7)             (11,478.8)       (13,318.9)       (13,503.0)       (16,031.4)       (17,088.9)       (17,556.2)       

Gross profit 9,225.9               10,975.4        12,193.4        12,511.7        16,353.9        18,534.9        19,803.5        

Other income 575.6                   484.4                570.6                581.8                724.3                796.8                835.6                

Total Income 9,801.4               11,459.8        12,764.0        13,093.5        17,078.3        19,331.7        20,639.1        

Salaries and staff costs (1,334.4)             (1,673.4)          (1,913.4)          (1,951.1)          (2,428.9)          (2,671.8)          (2,802.0)          

General and admin. expenses (274.3)                  (300.8)              (341.8)              (348.5)              (433.9)              (477.2)              (500.5)              

Selling and distr. expenses (1,537.5)             (1,922.8)          (2,270.6)          (2,393.3)          (2,979.4)          (3,277.4)          (3,437.1)          

Depreciation (129.4)                  (153.4)              (178.0)              (185.4)              (194.6)              (204.8)              (215.4)              

Finance costs (11.5)                     (16.0)                 (25.5)                 (26.0)                 (32.4)                 (35.6)                 (37.4)                 

Total Expenses (3,287.1)             (4,066.5)          (4,729.3)          (4,904.4)          (6,069.2)          (6,666.8)          (6,992.4)          

Profit before tax 6,514.3               7,393.3           8,034.7           8,189.2           11,009.0        12,664.8        13,646.7        

Income tax expenses (762.4)                  (896.1)              (971.1)              (990.9)              (1,332.1)          (1,532.4)          (1,651.3)          

Net Profit for the year 5,751.9               6,497.2           7,063.6           7,198.3           9,676.9           11,132.4        11,995.5        

Other comprehensive income (78.6)                     1.6                      -                      -                      -                      -                      -                      

Total comprehensive income 5,673.3               6,498.9           7,063.6           7,198.3           9,676.9           11,132.4        11,995.5        

Basic Earnings Per Share 0.03                      0.03                   0.04                   0.04                   0.05                   0.06                   0.06                   

Source: Company financials, Ahlibank research 
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BALANCE SHEET

Year to Dec (OMR '000) 2011 2012 2013E 2014E 2015E 2016E 2017E

Property, plant and equip. 15,170.46     17,252.08   19,299.06   18,745.79   18,418.78   18,152.19   17,865.94   

Avai lable for sa le investment 21.97            23.60          23.60          23.60          23.60          23.60          23.60          

Non-current portion HTM Inv. 3,390.35       9,554.53     9,554.53     7,704.20     6,955.42     5,415.38     5,415.38     

Total non-current assets 18,582.78     26,830.21   28,877.18   26,473.58   25,397.79   23,591.16   23,304.92   

Current portion HTM Inv. 5,650.00       -              -              1,850.33     748.78        1,540.04     -              

Inventories 2,295.26       3,261.96     3,774.43     3,991.29     5,234.89     6,051.18     6,653.10     

Accounts  and other receiv. 4,375.44       5,238.88     6,011.13     6,200.76     7,807.97     8,686.36     9,211.98     

Bank balances  and cash 2,261.12       1,370.47     1,730.12     5,714.62     11,433.16   17,647.81   25,215.45   

Due from related party -                64.89          64.89          64.89          64.89          64.89          64.89          

Total current assets 14,581.82     9,936.20     11,580.56   17,821.89   25,289.69   33,990.28   41,145.42   

Total Assets 33,164.59     36,766.41   40,457.74   44,295.48   50,687.48   57,581.44   64,450.34   

Share capita l 19,469.17     20,442.63   23,509.02   27,035.38   31,090.68   35,754.28   41,117.43   

Legal  reserve 2,958.77       3,608.50     4,314.86     5,034.68     6,002.38     7,115.61     8,315.16     

Retained earnings 6,308.35       8,262.03     8,486.46     7,912.19     8,510.83     9,202.77     9,272.39     

Fa i r va lue reserve (9.72)             (8.09)           (8.09)           (8.09)           (8.09)           (8.09)           (8.09)           

Total equity 28,726.57     32,305.07   36,302.25   39,974.16   45,595.80   52,064.58   58,696.89   

Staff terminal  benefi ts 391.79          460.72        507.26        554.71        613.79        678.77        746.92        

Deferred tax l iabi l i ty 257.94          317.10        317.10        317.10        317.10        317.10        317.10        

Non-current accrued expenses -                120.00        120.00        120.00        120.00        120.00        120.00        

Total non-current liabilities 649.73          897.82        944.36        991.82        1,050.89     1,115.88     1,184.03     

Accounts  and other payables 2,975.69       2,734.49     3,211.14     3,329.50     4,040.79     4,400.99     4,569.43     

Taxation 812.60          829.03        -              -              -              -              -              

Total current liabilities 3,788.29       3,563.52     3,211.14     3,329.50     4,040.79     4,400.99     4,569.43     

Total Liabilities 4,438.02       4,461.34     4,155.50     4,321.32     5,091.68     5,516.86     5,753.46     

Total equity and liabilities 33,164.59     36,766.41   40,457.75   44,295.48   50,687.48   57,581.45   64,450.34   

Net assets  per share 0.15              0.17            0.19            0.21            0.23            0.27            0.30            
Source: Company financials, Ahlibank research 

CASH FLOW STATEMENT

Year to Dec (OMR '000) 2011 2012 2013E 2014E 2015E 2016E 2017E

Net profi t for the year 5,747.14       6,497.24     7,063.57     7,198.27     9,676.94     11,132.39   11,995.45   

Net Cash from Operations 7,179.00       6,242.19     7,278.41     8,837.61     9,575.16     11,946.29   13,296.09   

Net Cash used in Investing (5,152.10)      (4,196.47)    (3,826.85)    (1,300.73)    231.07        (1,032.41)    (327.95)       

Net Cash used in Financing (1,131.05)      (2,936.37)    (3,091.91)    (3,552.37)    (4,087.69)    (4,699.23)    (5,400.50)    

Net increase in cash 895.85          (890.65)       359.65        3,984.51     5,718.54     6,214.65     7,567.64     

Beg. Cash & cash equivalents 1,365.27       2,261.12     1,370.47     1,730.12     5,714.62     11,433.16   17,647.81   

End. Cash & cash equivalents 2,261.12       1,370.47     1,730.12     5,714.62     11,433.16   17,647.81   25,215.45   
Source: Company financials, Ahlibank research 
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RATIO ANALYSIS

2011 2012 2013E 2014E 2015E 2016E 2017E

Profitability Ratios

Gross  Margin 49.6              48.9            47.8            48.1            50.5            52.0            53.0            

EBITDA Margin 41.6              40.0            38.6            38.7            40.1            41.4            42.4            

EBIT Margin 35.1              33.0            31.6            31.6            34.1            35.7            36.6            

Net Margin 30.9              28.9            27.7            27.7            29.9            31.2            32.1            

ROA 17.3              17.7            17.5            16.3            19.1            19.3            18.6            

ROE 20.0              20.1            19.5            18.0            21.2            21.4            20.4            

Cash Conversion Cycle

Days  Sa les  of Inventory (DSI) 45.0              53.0            54.0            56.0            59.0            62.0            65.0            

Days  Sa les  Outstanding (DSO) 85.9              85.2            86.0            87.0            88.0            89.0            90.0            

Days  Payable Outstanding (DPO) 115.8            87.0            88.0            90.0            92.0            94.0            95.0            

Cash Conversion Cycle 15.0              51.2            52.0            53.0            55.0            57.0            60.0            

Du Pont Analysis

Asset turnover 56.1              61.1            63.1            58.7            63.9            61.9            58.0            

Net margin 30.9              28.9            27.7            27.7            29.9            31.2            32.1            

RoA 17.3              17.7            17.5            16.3            19.1            19.3            18.6            

Asset turnover 56.1              61.1            63.1            58.7            63.9            61.9            58.0            

Net margin 30.9              28.9            27.7            27.7            29.9            31.2            32.1            

Financia l  leverage 115.4            113.8          111.4          110.8          111.2          110.6          109.8          

RoE 20.0              20.1            19.5            18.0            21.2            21.4            20.4            
Source: Company financials, Ahlibank research 
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Disclaimer 
This report has been compiled and published by Ahli Bank (SAOG).  The information utilized in the preparation of this 

document was obtained from sources Ahli Bank (SAOG) believes to be reliable, but Ahli Bank (SAOG) does not represent 

nor warrant its accuracy and/or completeness and such information has not been verified by Ahli Bank (SAOG). Ahli Bank 

(SAOG) accepts no liability whatsoever for any loss arising from the use of information listed in this document or 

otherwise arising in connection therewith. Neither the information nor any opinion expressed in this document should be 

construed as a solicitation or offer to purchase or sell any securities mentioned herein. Neither this document nor any of 

its contents may be copied, transmitted or distributed to any other party without the prior written consent of Ahli Bank 

(SAOG). Any statements in this document nonfactual in nature constitute the current opinions of Ahli Bank (SAOG) and 

are subject to change without notice. Past performance is not necessarily indicative of future performance. Neither this 

document nor any of its contents may be distributed in any jurisdiction outside the Sultanate of Oman where its 

distribution is restricted by law. 

February 2013 

Al Anwar Ceramic Tiles (AACT) 
Oman | Equity Research | Initiation of Coverage 

Building Materials | Ceramic Tiles 

 


