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Qatar National Cement Company (QNCD)  
 

Recommendation ACCUMULATE Risk Rating R-3 

Share Price QR99.50 Target Price QR116.25 

Implied Upside 16.8%   

Expanding for the Qatar Infrastructure Boom  
QNCD is the market leader in the Qatari cement industry. QNCD’s focus on Qatar 
makes it one of the pure infrastructure/construction plays on the Qatar growth story; 
we initiate coverage with an Accumulate rating and a target price of QR116.25. The 
firm plans to embark on (debt-financed) expansions that will increase its capacity by 
7,500 tpd, leading to a bottom-line CAGR of 12.6% (2014-17). However, until the 
expansion, investors will have to be content with an attractive dividend yield of 6.0% 
for the next two years (as the firm operates at near full capacity).  

Highlights 

 Cashing in on the Qatari infrastructure/construction boom: QNCD is 

focused on the State of Qatar. Qatar continues to have ambitious plans going 

forward with the NDS 2011-16 estimating circa $225bn of investments during 

2011-16. The current ramp up in projects will increase total government capital 

spending to $22bn in 2013/14 vs. $15bn in 2012/13. 

 Improving capacity to intersect the anticipated growth in demand: In order 

to cash in on Qatar’s anticipated demand for cement, QNCD expects to expand 

its capacity by another 5,000 or 7,500 tpd. We have assumed a 7,500-tpd 

increase in our model as it offers superior economies of scale to the company, 

in our view. The new line will increase total capacity to 21,250 tpd from 14,750 

tpd (net of an anticipated sale/retirement of the aging Line 1, which has a 

capacity of 1,000 tpd). 

 We estimate QNCD to post a CAGR of 12.6% in its bottom-line for 2014-

2017. The growth will start to kick-in from mid-2015 as the new line begins 

operations. The top-line CAGR from 2014-17 increases to 13.6% vs. 1.3% for 

2012-14. We also believe the firm will finance this expansion through debt, with 

all current outstanding debt paid off by end-May 2013. 

Catalysts 

 Newsflow regarding the plant expansion could act as a near-term catalyst 

for the stock. Management has recently floated a tender for the new plant.  

Recommendation, Valuation and Risks 

 Recommendation and valuation: We rate QNCD an Accumulate with a 

price target of QR116.25. Our target price implies an upside of 16.8%. QNCD 

offers an attractive dividend yield of 6.0%, while other valuation metrics appear 

to be fair vs. peers.  

 Risks: 1) Demand for cement does not increase as expected; 2) Entry of other 

players and 3) Exposure to Qatar creates concentration risk. 

Key Financial Data and Estimates 

  2011 2012 2013e 2014e 2015e 

EPS (QR)         9.06         8.45          8.61          8.65         11.06  

EPS Growth (%) -4.8% -6.7% 1.9% 0.5% 27.9% 

P/E (x)         11.1  11.9 11.7 11.6 9.1 

BVPS (QR)        47.15        49.58        52.18         54.83         59.89  

P/B (x) 2.1           2.0             1.9             1.8             1.6  

DPS (QR)         6.00         6.00         6.00           6.00           7.00  

Dividend Yield (%) 6.0% 6.0% 6.0% 6.0% 7.0% 

            

Source: Company data, QNBFS estimates; Note: All data based on current number of shares 

 
 

Key Data 

Bloomberg Ticker QNCD QD  

ADR/GDR Ticker N/A  

Reuters Ticker QNCD.QA  

ISIN QA0007227687  

Sector Industrials  

52wk High/52wk Low (QR) 108.00/91.90  

3-m Average Volume  13,807  

Mkt. Cap. ($ bn/QR bn) 1.3/4.9  

Shares Outstanding (mn) 49.1  

FO Limit* (%)  19.2%  

Current FO* (%)  2.9%  

1-Year Total Return (%) 0.02  

Fiscal Year End December 2012 December 2012 

Source: Bloomberg (as of May 14, 2013), *Qatar 
Exchange (as of May 14, 2013); Note: FO is foreign 
ownership  
 

 

 

 

 

 

Relative Price Performance vs. QE Index 

 
Source: Bloomberg; Note: QNCD is Qatar National 
Cement and QE Index is the benchmark Qatar Exchange 
Index 
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Executive Summary 
 

Qatar’s Infrastructure Boom Assures Full Utilization of QNCD’s Current Capacity 

While capital spending lagged in 2012/13, the current ramp up in projects will increase total government capital spending to $22bn in 

2013/14 vs. $15bn in 2012/13. Capital spending in the budget can be broadly categorized into three areas: infrastructure, education 

and health. For investors, the key area to scrutinize is the allocation for infrastructure development, which is projected to account for 

54% of the capital spending budget. This spending will mainly be directed toward the rail network, roads, real estate, the new Doha 

port and the expansion of the utilities network. We highlight some key projects that will lead to greater demand for cement in the 

medium term: 

 Qatar Rail is an estimated $35bn project with initial phases set for completion by 2020. The initial phase involves the core 

elements of the Doha metro and light rail network. The current tenders are close to $12bn for 62 km of underground structures 

and 30 km of elevated structures.  

 The road projects are mainly being led by Ashghal (the public works authority), which has two major projects: 1) The $14.6bn 

local roads and drainage program, mainly upgrading the network of roads in Doha, with completion expected in 2016 and 2) 

$8.1bn of projects to build the Doha, Lusail and Dukhan highways, with completion expected in 2016. There are a number of 

additional smaller road projects, amounting to over $1bn with completion expected between this year and 2016. 

 The $5.5bn Msheireb real estate regeneration project in the center of Doha will also receive allocations from the government’s 

capital budget. The development is expected to be completed in 2016 and house over 27,000 residents. It also includes 

commercial, retail, cultural and entertainment areas.  

 Education accounts for 28% of the capital spending allocation for 2013-14. The development of schools will receive a major 

portion along with other educational facilities such as Qatar Foundation’s Education City project.  

 Health accounts for 18% of the 2013-14 capital spending budget. This will go toward a number of medical facility expansions, 

such as Hamad Medical City, health centers and Sidra Medical and Research Center, a teaching and research hospital 

connected to Education City.  

NDS for 2013-16 will be ~$183bn  Capital Spending (2013-14 Budget) 

 

 

Source: Qatar Statics Authority (QSA), Central banks, QNB Group  

Robust Longer-Term Outlook Should Further Benefit QNCD  

Based on the 2012 data for GDP, the share of the construction segment is only 4.4% As new projects are initiated, we expect 

sustained growth in the construction sector with QNB Group modeling in a growth of 12% in 2013 and 15% in 2014 (vs. 10.6% in 

2012). Going forward, government capital spending is likely to remain at a similar level until around 2017, after which there may be a 

slight tail-off. The current phase of projects has been accelerated in order to be completed ahead of the 2022 World Cup. The bulk of 

work on the major railway, road and real estate projects is expected to be completed by 2017. The government is well resourced with 

minimal debt and is therefore unlikely to face any spending constraints for some time. Furthermore, Qatar’s long-term goals are set 

out in Qatar National Vision 2030 and will be implemented through a series of medium-term plans, beginning with the National 

Development Strategy 2011-16 (NDS 2011-16). The NDS 2011-16 estimates that around $225bn investment will be made during 

2011-16 (QNB Group estimates $183bn of this plan is still to be spent) with significant capital being deployed in infrastructure and 

construction. We believe the cement sector will benefit from the Qatar growth story by cashing in on the increased demand for 

cement. Given its Qatar focus, we expect QNCD to benefit from this expected growth in the Qatari infrastructure and real estate 

sectors. 
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Breakdown of GDP by Sector (2012)  Real GDP Growth by Prevalent Sectors (2004-2014) 

  

Source: Qatar Statistics Authority (QSA), IMF, QNB Group 

Improving Plant Capacity for Anticipated Growth  

QNCD is adding another line of 5,000 tpd to 7,500 tpd of cement capacity. In order to benefit from Qatar’s anticipated demand for 

cement, QNCD is likely to expand its capacity by another 5,000 tons per day (tpd) to 7,500 tpd. We have assumed a 7,500-tpd 

expansion in our model as it offers better economies of scale to the company, in our estimation. This new line will increase total 

capacity to 21,250 tpd from 14,750 tpd. We have assumed that the company will sell/retire its Line 1 (capacity of 1,000 tpd) as it is an 

old plant that is not in the same location as the other lines. Given the anticipated growth in cement demand, the industry’s second 

largest player Qatari Investors Group (KHCD), is also planning to expand its capacity by ~7,500 tpd. Hence, despite the increase in its 

capacity, QNCD’s share (in terms of overall clinker market capacity) is expected to fall to 40% by 2016 from 70% in 2013. However, 

we do not view the loss of market share as a negative for QNCD as the firm will benefit from its capacity expansion.  

Solid Growth in Future Earnings 

We estimate QNCD to post a CAGR of 8.7% in its bottom-line for 2012-2017. The growth will start to kick-in from mid-2015 

onward, when we estimate the new line to increase the firm’s capacity. For the interim period (2012-Mid 2015), we expect flattish top-

line and bottom-line growth for the firm, as QNCD is already producing close to full capacity. Hence, the bottom-line CAGR from 2014-

17 comes in at 12.6% vs. 3.1% for 2012-14. We estimate revenue to increase by a CAGR of 8.5% (2012-17). However, similar to the 

bottom-line growth, significant increase will be visible once the new line comes on line in mid-2015. Hence, the top-line CAGR from 

2014-17 jumps to 13.6% vs. 1.3% for 2012-14. We also believe the firm will finance this expansion through debt, with all current 

outstanding debt expected to be repaid in end-May 2013. For more details, refer to the key forecasts section of the report.  

1Q2013 Results and Outlook for 2013 and 2014 

QNCD posted a net profit of QR118.6mn in 1Q2013 vs. QR118.0mn in 1Q2012. This represented a growth of 0.6% on a year-on-

year (YoY) basis. Revenue increase to QR267.3mn vs. QR264.7mn, a growth of 1.0%. Cost of revenue increased by 3.9% YoY to 

QR145.3mn vs. QR139.9mn. The higher increase in direct costs led to a lower gross margin of 45.6% in 1Q2013. However, increases 

in other income and lower expenses allowed the firm to post a slight increase in bottom-line for the quarter. We are analyzing the 

results on a YoY basis as the cement demand has some seasonality impact (Ramadan and other holidays). For 2013 and 2014, we 

expect QNCD to post earnings of QR423mn and QR424mn, respectively.  

Catalyst 

 
Newsflow regarding the plant expansion could act as a catalyst for the stock. Management has recently floated a tender for the 

new plant. Increased newsflow could act as a catalyst in the short-term. However, the real catalyst will be the actual expansion, as the 

top-line and bottom-line will grow by double digits over 2014-17. Investors need to remember that Qatar’s growth story is underpinned 

by an array of projects, which are crucial to driving the demand of cement and these projects, in turn, allow QNCD to expand its 

capacity. Thus, as the projects are initiated/executed and momentum gathers pace, we can expect the demand for cement to increase 

from 20,000 tpd currently to 27,000 tpd by 2017-18. We expect QNCD to tap the increase in demand for cement and operate close to 

full capacity (including the new line) by 2016.  
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Valuation 
 
We have valued QNCD using a blended valuation methodology, which assigns a 50%:50% weighting to a) Price-to-earnings 

Ratio (P/E) and b) Discounted Cash Flows (DCF).  

a) The reason for using 50%:50% ratio is that the company is operating at full capacity. Hence, for the next two years investors can 

expect the stock to trade on a P/E multiple of ~11x and a dividend yield of 6%. 

b) With the expanded capacity and higher earnings from 2014 onward, we have given a 50% weight to the DCF-based fair value. 

The DCF is a standard discounted cash flow analysis of forecasted cash flows, which results in a present value of expected cash 

flows or cash flow equivalents to investors. We have used a cost of equity (Ke) assumption of 11.4%. The Ke rate results from the 

aggregation of the current yield on the 10-year Qatar sovereign bond, equivalent to a risk-free rate of ~2.6% and local equity risk 

premium of 8.0%. We have used a beta of 1.1x vs. 0.67 (actual adjusted beta per Bloomberg) to be conservative and to address 

relative illiquidity. We have also assumed cost of debt (Kd) to be 4.0%. Thus, with an 80:20 (Equity: Debt) target capital structure, 

the weighted average cost of capital (WACC) comes to 9.9%. 

WACC Calculation 

  

Risk Free Rate (Coupon for 10-Year Government Bonds) (%) 2.6 

Risk Premium (%) 8.0 

Beta  1.1 

Cost of Equity (%) 11.4 

Cost of Debt (%) 4.0 

Tax Rate (%) 0.0 

WACC (%) 9.9 

    

Source: Bloomberg, *QNBFS estimates 

Cash Flow to Firm (FCFF) 

 
 

2012 2013 2014 2015 2016 2017 

Net Income 
 

415  423  425  544  629  627 

NCC + Net Capex 
 

70  69  (204) (456) 76  71  

Change in WC 
 

(40) (3) (14) (17) (19) (19) 

Interest Expense 
 

(2) (1) -  (8) (32) (32) 

FCFF 
 

443  487  207   62  654  646  

Source: Bloomberg, *QNBFS estimates 

Sensitivity Analysis 

  7.9% 8.9% 9.9% 10.9% 11.9%   

0.0%                 143.80                  134.18                  126.50                  120.22                  115.00    

0.5%                 150.04                  139.11                  130.49                  123.53                  117.79    

1.0%                 157.19                  144.66                  137.84                  127.18                  120.84    

1.5%                 165.44                  150.96                  139.92                  131.22                  124.19    

2.0%                 175.10                  158.17                  145.52                  135.70                  127.87    

              

Source: Bloomberg, *QNBFS estimates 

DCF Valuation 

Particulars Fair Value of Equity (QR mn) Fair Value per Share (QR) 

Cumulative PV of FCFF 2,643 53.84 

PV of Terminal Value 37,80  76.98 

PV of Cash Flows 6,423  130.81 

Add:    

Cash Balances (1Q2013) 162 3.29 

Investments (1Q2013) 142 2.90 

Less: Debt Balances (1Q2013) 42 0.83 

Fair Value of Equity 6,768  137.84 

   

Source: QNBFS estimates 
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Relative Valuation 

Valuation appears to be fair. We believe the firm is fairly valued relative to its regional peers on current earnings. The firm trades on 

a P/E and EV/EBITDA of 11.6x and 8.7x on our 2013 estimates. QNCD offers an attractive dividend yield (DY) of 6.0% for 2013. 

Peer Group Valuation  

Name Mkt. Cap ($ mn)  EV/EBITDA (2013) P/E Ratio (2013) P/FCF(TTM) 

Qatar National Cement *       1,358                8.7          11.6           10.2  

Raysut Cement         978              11.2          14.5           11.5  

Oman Cement         642                8.9          12.0           17.1  

Eastern Cement        1,319              10.5          13.1           13.9  

Arabian Cement        1,429                8.4          10.1            9.5  

Qassim Cement        1,914                9.7          12.6           13.6  

Lafarge Cement       2,205                8.1          13.4  N/A  

Yamamah Saudi Cement        2,640                8.0          11.5            8.5  

Yanbu Cement        2,929              10.6          12.4           13.1  

Tabuk Cement          677                7.6          11.6           59.4  

Saudi Cement       4,059              11.2          12.8           10.7  

Average       1,832                9.3          12.3           16.7  

     

Source: Bloomberg, *QNBFS estimates 

Risks to Our Target Price  

 Demand for cement does not increase as expected: There is no Qatari cement industry association or independent bodies 

that provide actual demand and supply metrics for investors. Thus, we have had to rely on the estimates of market players, which 

could fail to materialize in the long run.  

 Entry of new players: The anticipated increase in demand for cement could tempt other players to enter the industry. Qatari 

Investors Group (KHCD) has already reshaped the industry to a duopoly from a monopoly. There are other smaller players with 

grinding capacity that can contemplate vertical integration, reducing the capacity utilization for QNCD.  

 Concentration risk: QNCD is catering to the Qatari market which leads to concentration risk. Any downturn in the 

regional/domestic economy can negatively impact the company.  
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Qatar Cement Sector 
 
For the overall Gulf Cooperation Council (GCC) economy, construction forms the second most important part of the non-oil 

sector. The construction sector has witnessed a slowdown in recent years with growth of 5.4% during 2008-11, compared to 14.4% in 

the preceding five years. The sector has been particularly impacted by the effects of the global financial crisis on the financing of 

projects and a sharp slowdown in the real estate sector, particularly in the UAE. This has led to a drop in the construction sector’s 

share of non-oil industry. However, post the Arab spring, countries in the GCC have announced big infrastructure plans. This growth is 

primarily driven by Saudi Arabia (the largest economy in GCC), complemented by Qatar and other countries. UAE has also seen a 

revival in its real estate market which bodes well for the cement segment, while Kuwait, Oman and Bahrain are also likely to increase 

development to create jobs and generate economic growth. According to recent news reports, the Saudi government has asked Saudi 

cement companies to import 10mn tons of cement as a means to cover the shortfall. The country also plans to spend SR3bn to set-up 

three to four new plants with a total capacity of 12mn tpa over the next three years.  

On the Qatari front, growth will be driven by the anticipated uptick in infrastructure and construction going forward. As 

discussed previously, there is no Qatari cement industry association or independent bodies that provide actual demand and supply 

metrics for investors. Hence, our estimates are based on our discussion with market players. The consensus estimate for demand is in 

the range of 18k to 20k tpd, which is expected to increase to 26k to 28k tpd by 2017-18.  

The Qatari cement market is essentially a duopoly with Qatari Investors Group (current capacity of 6,000 tpd) being the other 

major player. The expected increase in demand has enticed both domestic players to expand capacities. We believe both companies 

can expand their capacity by 5,000 to 7,500 tpd each and still operate close to full capacity by 2018. 

Company Description 
 
QNCD is the first and biggest cement producer in Qatar. The company is the largest producer of Ordinary Portland Cement 

(OPC), Sulfate Resistant Cement, Hydrated Lime, Calcined lime and Washed Sand in Qatar. The manufacturing units of the company 

are situated at Umm Bab, close to rich raw material deposits and 82 kilometers away from the Doha. The firm was established in 1965 

and is 43%-owned by the government and government-related entities. Commercial production from the first line (commissioned by 

M/s. Franco Tosi of Italy and based on the Semi Dry Process) started on May 1, 1969. The second and third production lines started 

commercial production in 1974 and 1976, respectively. Plant 2 was commissioned in 1998 (capacity of 2,000 tpd clinker; procured 

from contractor M/s FCB Ciment). Plant 3 started in 2007 (capacity of 4,000 tpd clinker; M/s FCB Ciment acted as the contractor with 

M/s Basse Sambre of Belgium serving the consultant role) at a site next to Plant 2. Plant 4 started production in 2009 (capacity of 

5,000 tpd clinker; M/s FCB Ciment and M/s Basse Sambre served as the contractor and consultant engineers, respectively) alongside 

Plant Nos. 2 & 3. The two mills of Plant 4 became operational in May and July of 2008 and the full plant was commissioned in July 

2009. Overall, QNCD’s total cement production capacity currently stands at 14,750 tpd and clinker production capacity is 11,900 tpd. 

We believe the firm will set-up Plant 5 (consultancy contract awarded to M/s Basse Sambre) by mid 2015 next to Plants 2, 3 and 4. 

This will allow QNCD to benefit from improved economies of scale. Furthermore, we expect plant 1 to be sold or decommissioned as it 

operates on an old technology and is located at a distance from the other plants/lines.  

Current Plant Capacity  

Plant / Line Clinker Capacity (tpd) Cement Capacity (tpd) 

Plant 1 900 1,000 

Plant 2 2,000 2,750 

Plant 3 4,000 5,500 

Plant 4 5,000 5,500 

Total  11,900 14,750 

Source: Company data 

Key Personnel  

Name Designation 

Salem Bin Butti Al-Naimi Chairman and Managing Director 

Sulaiman Khalid Al Mana Deputy Chairman & Director 

Mohammad Ali Al Sulaity General Manager 

Ashwani Kumar Finance and Admin. Manager 

  

Source: Company data 
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Key Forecasts 
 

Revenue 

We estimate revenue to grow at a CAGR of 13.6% post expansion (2014-17). QNCD is operating its clinker kilns at full capacity. 

Furthermore, KHCD recently started its clinker production, reducing the need for imported clinker. As such, for the next two years we 

only foresee revenue increasing by 2.1% and 0.5% YoY in 2013 and 2014, respectively. However, as the new plant comes on line in 

mid-2015 (our assumption; no official statement by the company), revenue will jump by 25.9% and 16.3% YoY in 2015 and 2016, 

respectively. In addition to cement, QNCD has an agreement with Qatar Electricity and Water Company (QEWS) to provide calcium 

carbonate for 25 years (extendable). This plant operated at 250 tpd in 2012.  

Revenue to Jump Post Expansion (QR mn)  Seasonality Impact – Revenue Dips During Ramadan 

  

Source: Company data, QNBFS estimates 

We estimate the new cement plant will have a capacity of 7,500 tpd. Our channel checks have indicated that new plants in other 

countries usually have 6,700 tpd of clinker capacity and ~7,500 tpd of cement capacity. We have also used 7,500 tpd in our modeled 

assumptions (the high end of management’s range). Further, as mentioned previously, Plant 1 (which operates on an old production 

methodology of dry and wet process and is also located at a distance from the other plants) is expected to be decommissioned, 

enhancing QNCD’s economies of scale. Hence, total cement capacity will reach 21,250 tpd by 2016, in our view. The demand for 

cement is dependent on the construction segment of the economy. Based on data for initiated projects, overall spending should be 

around $30bn in 2013. Investors can also expect new projects to be initiated with time. This will help sustain the growth in the 

construction sector and consequently, QNB group expects this sector to grow by 12.0% in 2013 and 15% in 2014. Historically, overall 

credit to the contracting segment grew at a CAGR of 16.8% from 2007-11. As the volume of projects increase, domestic demand for 

cement should benefit going forward. 

Cost of Revenue 

QNCD has managed to maintain a stable cost base in the last couple of years. Over 2011-2012, QNCD has managed to 

maintain COGS to revenue at 51.6%. Going forward, we have assumed the same rate for 2013 and 2014. However, in anticipation of 

improved economies of scale from the new plant we expect this ratio to decline to 51% in 2015 and 50% thereafter. We note that the 

company does not disclose the details of its COGS. Clinker is produced by heating limestone (calcium carbonate) with small quantities 

of other materials at ~1450°C in a kiln. This makes clinker production a high energy consuming process; hence, energy forms the 

biggest component of the cost base. We believe QNCD procures gas at a fixed rate, ensuring a stable cost base year-over-year that 

allows the firm to maintain a constant selling price of QR250 per ton. The second biggest cost component is salaries and benefits, 

which has been stable at ~QR51mn in 2011 and 2012. 

Cost to Increase in Line with Revenue (QR mn)  Seasonality Impact – Cost Dips in Ramadan (QR mn)  

  

Source: Company data, QNBFS estimates 
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Other Income 

Other income contributed around 10% to net income in 2010 and 2011. However, this contribution dropped to 6.7% in 2012, as 

the company did not book any capital gains on the sale of available-for-sale (AFS) investments (QR17.7mn in 2011). However, the 

firm maintained an impairment loss on its AFS portfolio of QR7.9mn in 2012 vs. QR7.5mn in 2011 (the impairments are flowed through 

income statement separate from other income). Other components of other income are rental income from investment property 

(QR8.7mn in each of the last two years), dividend income (QR8.4mn in 2012), interest income and transportation income (income 

generated by transporting cement to clients).  

Selling and G&A Expenses 

QNCD has kept SG&A expenses in check. Selling expenses have been less than 1% of revenue for the last three years. On the 

other hand, general & administrative (G&A) expenses have increased from 4.3% of revenue in 2010 to 5.4% in 2012. Salaries and 

benefits make up the bulk of the G&A expenses (QR32.9mn; 63.7% in 2012) followed by directors’ remuneration (QR8.5mn; 16.4% in 

2012), depreciation on PP&E and investment properties (QR4.6mn, 9.0% in 2012) and other miscellaneous expenses (QR5.6mn; 

10.9% in 2012).  

Share of Profit from Associates 

Share of profit from associates contributes only 0.2% to the bottom-line. QNCD owns 33.3% in Qatar Saudi Gypsum Industries 

Co. and 20.0% in Qatar Quarries & Building Material. Total investment in these entities stood at QR46.3mn at the end of 2012 with an 

income of QR1.0mn during 2012. Investment in associates is accounted through the equity method. The two entities combined had a 

net profit of QR1.02mn (QNCD share) and paid a dividend of QR1.0mn in 2012. 

Capital Expenditure (Capex) and Depreciation 

Capex to increase as spending ramps up on the new plant. QNCD’s last major capital outlay was QR637mn in 2008 (QR89mn in 

2009), when Plant 4 came online. For 2012, capex was only QR65mn. Going forward, we have assumed a gradual increase in capex 

in 2014 (QR328mn) & 2015 (QR600mn) to incorporate spending on the new plant. Hence, we expect depreciation expense to 

increase to QR176.4mn in 2016 vs. QR134.2mn in 2012 as growth in property, plant and equipment (PP&E) will lead to higher 

depreciation expenses. 

Debt and Financial Charges 

Current debt will mature in May 2013. QNCD took out a $45mn (QR163.87mn) loan in July 2011 to refinance an Islamic Murabaha 

facility (obtained in May 2010). The loan carries an interest rate of 0.95% per annum over LIBOR and is being repaid in four equal 

quarterly installments, with the last installment of QR41.0mn due on May 2013. However, we are of the view that the company may 

borrow again to finance its new expansion and have assumed new loans (peak of QR800mn in 2015). This additional borrowing to 

fund the upcoming plant should allow the firm to maintain its dividend payout.  

Earnings 

Relatively flat bottom-line until 2014; CAGR of 12.6% for 2014-2017. The growth will start to kick-in from mid-2015 and onward, 

when we estimate the new line to increase QNCD’s capacity. For the interim period (2012-mid-2015), we expect flattish bottom-line for 

the firm, as QNCD is already producing close to full capacity. Hence, the bottom-line CAGR from 2014-17 increases to 12.6% vs. 

3.1% for 2012-14. Hence, we expect the firm to maintain a DPS of QR6.0 for 2013 & 2014. However, as earnings improve we expect 

DPS to increase to QR7.00 in 2015 and QR8.00 for 2016.  

EPS Estimates (QR)  DPS Estimates (QR) 

  

Source: Company data, QNBFS estimates; Note: EPS & DPS based on current number of shares  
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Detailed Financial Statements 

Income Statement 

 (In QR mn) 2011 2012 2013e 2014e 2015e 2016e 

Revenue          990            964              984              990           1,246           1,449  

Cost of Sales       (511)        (497)          (508)          (511)           (635)           (725) 

Gross Profit          479           467              476              479              610              725  

Other Income            45              28                28                28               28                 29  

Selling and Distribution Expenses           (8)            (9)               (9)               (9)               (9)             (10) 

General and Administrative Expenses         (48)           (52)             (54)             (55)             (57)             (59) 

Share of Profit from Associates              1                 1                  1                  1                  1                   1  

Impairment Loss on AFS           (7)             (8)               (8)               (8)               (8)                (8) 

Finance Charges           (5)            (2)               (1)              -                 (8)             (32) 

Profit Before Contribution to Social Fund          456            425              433              435              557              645  

Social Fund Contribution         (11)           (11)             (11)             (11)             (14)             (16) 

Net Profit for the Year After Cont. to Social Fund          445            415              423              424              543              629  

EPS (QR)        9.29            8.66            8.83            8.87           11.34           13.13  

EPS After Cont. to Social Fund (QR)         9.06            8.45            8.61            8.65           11.06           12.81  

              

Source: Company data, QNBFS estimates Note: EPS based on current number of shares 

Balance Sheet 

 (In QR mn) 2011 2012 2013e 2014e 2015e 2016e 

Assets 
      

Non-Current Assets 
      

Property, Plant & Equipment 1,730   1,661   1,592   1,796   2,252   2,176  

Investment Properties 12  11   11   11   11   11  

Investment in Associates 45   46   47   47   48   48  

Available for sale Financial Assets 149  153  155  156  158  159  

Total Non-Current Assets  1,936   1,871   1,805   2,010   2,469   2,395  

Current Assets 
      

Inventories  268   327  331  334  337  341  

Account Receivables and Other Receivables  160  153  155  156  158  159  

Cash and cash Equivalents  255   330  450  571  957   1,314  

Total Current Assets  682  811  935   1,061   1,453   1,814  

Total Assets 2,619  2,682   2,740   3,072   3,922   4,208  

       
Equity 

      
Share Capital         491          491              491              491              491              491  

Legal Reserve          246            246              246              246              246              246  

Development Reserve          407           407              407              407              407              407  

Fair Value Reserve of Available-for-sale Financial Assets            48             46                 46                46               46                 46  

Share of Fair Value Reserves of Associates             6                7                   7                  7                  7                   7  

Retained Earnings       1,118         1,238           1,366           1,496           1,744           2,030  

Total Equity        2,315         2,434           2,562           2,692           2,940           3,226  

Non-Current Liabilities 
      

Employees End of Service Benefits            10               11                 11                11                11                 11  

Non-Current Portion of Term Loan            82                  -                    -                200              800              600  

Total Non-Current Liabilities            92              11                 11              211              811              611  

Current Liabilities 
      

Accounts and Other Payables         130            154              167              168              170              172  

Current Portion of Term Loan            82              82                  -                    -                    -                200  

Total Current Liabilities          212            236              167              168              170              372  

Total Liabilities          304            247              178              379              981              983  

Total Equity and Liabilities       2,619         2,682           2,740           3,072           3,922           4,208  

              

Source: Company data, QNBFS estimates 
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Cash Flow 

 (In QR mn) 2011 2012 2013e 2014e 2015e 2016e 

Cash Flow From Operating Activities 
      

Profit For The Year          456             425             433             435             557             645  

Depreciation of PP&E and Investment Properties          134             136             129             125             144             176  

Others         (15)             (2)                 1                 -                    8                32  

Operating Profit Before Working Capital Changes         574             559             563             560             709             853  

Changes in Operating Assets and Liabilities 
      

Inventories            35           (60)               (3)               (3)               (3)               (3) 

Accounts and Other Receivables         (18)               6                (2)               (2)               (2)               (2) 

Accounts and Other Payables              3               14                  2                (9)            (12)            (14) 

Cash Generated from Operations          595             520             560             546             691             834  

Employees End of Service Benefits Paid           (1)             (1)                -                   -                   -                   -    

Finance Charges Paid           (5)             (2)               (1)                -                  (8)            (32) 

Net Cash from Operating Activities          589             517             559             546             683             802  

Cash Flow From Operating Activities 
      

Acquisition of PP&E and Capital WIP          (33)          (65)            (60)          (329)          (600)          (100) 

Others            26                0                (2)               (2)               (2)               (2) 

Net Cash (used in ) Investing Activities           (6)          (65)            (62)          (331)          (602)          (102) 

Cash Flow from Financing Activities 
      

Dividend Distribution       (268)         (295)          (295)          (295)          (295)          (344) 

Term Loan Obtained         164                 -                   -               200             600                  -    

Repayment of Term Loan       (324)          (82)            (82)            -            -                 -    

Net Cash (used in) Financing Activities       (428)         (377)          (377)            (95)            305           (344) 

Net Increase in Cash and Cash Equivalents          155               75             120             121             387             356  

Cash and Cash Equivalents at the Beginning of the year          100             255             330             450             571             957  

Cash and Cash Equivalents at the End of the year          255             330             450             571             957          1,314  

              

Source: Company data, QNBFS estimates 

Ratios 

  2011 2012 2013e 2014e 2015e 2016e 

Revenue Growth (YoY) -9.2% -2.6% 2.1% 0.5% 25.9% 16.3% 

Cost of Sales Change (YoY) -12.0% -2.6% 2.1% 0.5% 24.4% 14.1% 

Gross Margin 48.4% 48.4% 48.4% 48.4% 49.0% 50.0% 

EBIT (QR mn)          461           427              435              435              565              677  

EBIT Margin 46.6% 44.3% 44.2% 44.0% 45.3% 46.7% 

EBITDA (QR mn)          604            562              563              560              709              853  

EBITDA Margin 61.0% 58.2% 57.2% 56.6% 56.9% 58.9% 

EV/ EBITDA (x)           8.2             8.8               8.7  8.8              7.0               5.8  

Net Income Growth After Cont. to Social Fund (YoY) -4.8% -6.7% 1.9% 0.5% 27.9% 15.8% 

Net Margin After Cont. to Social Fund (YoY) 44.9% 43.0% 42.9% 42.9% 43.6% 43.4% 

       

Source: Company data, QNBFS estimates 
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OUTPERFORM

ACCUMULATE

MARKET PERFORM 

REDUCE

UNDERPERFORM

Greater than +20% 

Between +10% to +20% 

Between -10% to +10% 

Between -10% to -20% 

Lower than -20% 

R-1

R-2

R-3

R-4

R-5

Significantly lower than average

Lower than average 

Medium / In-line with the average 

Above average 

Significantly above average

Recommendations

Based on the range for the upside / downside offered by the 12-

month target price of a stock versus the current market price

Risk Ratings

Reflecting historic and expected price volatility versus the local 

market average and qualitative risk analysis of fundamentals 


