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26 February 2012 

Oman Cement - Results Update  
 

Key notes 

 
Kiln 3 – the savior 
The timing of start-up of the new Kiln (50% of total clinker capacity) has significantly played 
in the company’s favor and saved it from both the expected and unforeseen turbulences in a 
very competitive industry.  
 
The recent Ministry of Environment and Climate Affairs decision of shutting down the 
company’s first production line (25% of total production capacity) for a period of month or 
more has shown the crucial timing of setting up the new Kiln. In all the operational scenario 
analysis studied by the company, Kiln 3 will produce an average of 66% of the total planned 
production for FY’12, eliminating the need to import clinker (except for one scenario) which 
will lead to the stability of margins. The FY’11 figures indicate that 41% of total clinker 
production was done through the new production line.  
 
Although the shutting down of the 1st production line came in sensitive time and highly 
competitive environment with a ready capacity local peer eying the company’s major market 
(the Northern Part of Oman) through its subsidiary not to mention the flood of the cheap 
landed cement from a very oversupplied country like the UAE, we still believe that new 
production line supported by enough storage of clinker (around 130,000 tons as per the 
management), the expected growth in demand for cement at 7% y-o-y in FY’12 and the 
recent updates in the UAE market in respect of raising cement selling prices thus placing it at 
breakeven point with local selling prices, all of these factors will help Oman Cement Co. to 
maintain its strategic market share in safe zone. In light of this, we expect a CAGR of 3.1% 
during 2012-16 in sales of volume 2.4mn tons of cement in FY’16. 

 

Healthy margins 
We maintain our view that no clinker import from 2012 onwards as the company shall be 
able to fill the missing gap through use of its sufficient inventory of the raw material. We also 
see no significant further drop in local selling prices as per the reasons stated earlier, which 
led us to assume an average realization level of RO 25 per ton for FY’12 and RO 25.5 per ton 
onwards. We feel that these levels will stand through our forecasted period, with a chance of 
a slight improvement by the end of the period due to the expected recovery in the UAE 
market and the region. Accordingly, we continue with our range of about 45% of EBITDA 
margins during 2012 – 2015. (Kindly refer to our latest cement report dated Dec’ 21, 2011) 
 

Attractive dividends yields 
As no significant CAPEX in the midterm as per our assumptions in addition to the healthy 
cash flow and relatively strong balance sheet, we reiterate our view that dividend payout will 
touch 100% by 2016.  
 
As per latest proposed dividends (30% of paid capital) for FY’11, the current dividend yield is 
at 6.1% which is among the best in the region  

 
 
 
 

 

 
MSM Ticker              OCOI.MSM 

 
Bloomberg code              OCOI OM 

 
Reuters code                    OCCO.OM 

 
Target Price (RO)           0.521 
  
Share Price (RO)          0.484 

 

Upside            7.6% 

 

Rating            BUY 

  

Market cap (RO mn)              162.5 

 

PE TTM (x)                               12.7 

 

P/BV TTM (x)                             1.1 

 

Dividend Yield (%)                    6.1               

 
Source: Bloomberg, OABINVEST 
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Q4’11 Performance 
 

Despite the slight decline in selling prices by 1.14% q-o-q to RO 25 per ton in Q4’11 compared to RO 
25.2 per ton in the previous quarter, the better volumes of sales (+2.87% q-o-q) at 0.467mn tons 
resulted in 1.7% q-o-q increase in revenue to RO 11.6mn in Q4’11. This performance came in spite of 
the huge sales discounts within the same quarter which registered the highest level of discounts during 
the year.   
 
For FY’11, the company managed to achieve 7.4% y-o-y jump in sales of cement at 1.86mn tons 
indicating macroeconomic improvements and effective selling strategy regardless of the loss caused 
due to the lower selling prices (14% y-o-y) to RO 25.7 per ton compared to around RO 30 per ton in 
FY’10.  
 
The new installed Kiln with capacity of 1.2mn tons has proved to be a wise strategy implemented by 
the company as it led to 37% y-o-y decline in imported clinker in FY’11, where around  41% of the 
company’s clinker production within the same year was produced through the new Kiln. 
 
On quarterly basis, the lower imported clinker in Q4’11 (-70%) in addition to the inventory adjustments 
have mitigated to some extent the increase in other cost of sales items like employees costs, fuel, gas 
and electricity. Accordingly, cost of sales (including deprecation) declined by 0.5% q-o-q to RO 7.7mn in 
Q4’11. 
 
While operating profit margins remains stable on quarterly basis at 25.6%, the notable drop in selling 
prices due to the stiff competition and higher cost of sales in FY’11, has resulted in 564 basis points 
decline on yearly basis.  
 
At the bottom line, the improvements in the investments played a key role in supporting the company 
to register 30.4% q-o-q increase at RO 3.1mn in Q4’11 compared with a net profit of RO 2.4mn in the 
previous quarter.   

 

Valuation & Recommendation  
 
RO'000 2012e 2013e 2014e

NOPAT 14,834 15,235 16,204

Add depreciation 5,510 5,673 5,844

Add: change in working capital 2,340 -697 489

Less: capex -5,033 -5,184 -5,480

FCF 17,650 15,027 17,057

Terminal growth rate 1.5%

Total enterprise value 172,377

Value/share RO 0.521
Premium/(Discount) 7.64%

Market price per share RO 0.484
Risk Free Rate 5%

Beta 1.248

Equity premium 6.0%

Cost of equity 12%

Cost of debt 4%

Cost of Capital (WACC) 12%  
Source: OABINVEST, Bloomberg 
 
Based on our DCF valuation model, OCC fair value target price is RO 0.521, indicating an upside of 7.6% 
from current market price. In light of the better performance in sales of volumes, expected healthy 
demand for cement in the country and the rise of selling cement in the UAE, we continue with our 

“BUY” recommendation for Oman Cement Co. raising our target price from earlier RO 0.475 (Kindly 
refer to our latest cement report dated Dec’ 21, 2011) to RO 0.521 per share.  
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Key Financials 

 

Income Statement

RO'000 2011 2012e 2013e
Local 49,768 51,539 53,085

Export 1,111 1,443 1,486

Less : sales discount -2,966 -2,649 -2,729

Revenue 47,913 50,333 51,843

Cost of Sales -31,103 -29,402 -30,334

Gross profit 16,809 20,931 21,509

General and administrative expenses -3,372 -4,074 -4,196

Profit from operations (EBIT) 13,438 16,857 17,313

EBITDA 19,223 22,918 23,553

Profit before tax PBT 14,518 16,954 17,431

Taxation -1,719 -2,035 -2,092

Profit for the year 12,799 14,920 15,339  
Balance Sheet

RO'000 2011 2012e 2013e

Net Property, plant and equipment 107,840 107,364 106,876

Investments in an associate 776.41       787.28       799.88       

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

Held-to-maturity investments 872.42       881.14       898.77       

Bank deposits 11,339 9,638 8,192

Non current assets 131,853 129,805 128,013

Investments held for trading 5,430          5,973          6,809          

Inventories 12,649 9,060 7,776

Trade and other receivables 8,948 9,060 9,850

Cash and cash equivalents 2,977 23,642 27,523

Current assets 30,004 47,735 51,959

Total Assets 161,857 177,540 179,972

Shareholder's equity 148,387 153,973 159,347

Term loans - non current portion 6,400 4,800 3,200

Deferred tax liability 3,932 3,736 3,549

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

Non current liabilities 11,451 9,677 7,924

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

Trade and other payables 11,428 10,291 9,100

Provision for taxation 1,443          2,000          2,000          

Total  current laiblities 14,471 13,891 12,700

Total Liabilites 25,922 23,568 20,625  
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Cash Flow Statement

RO'000 2011 2012e 2013e

Net cash from operating activities 8,367 23,152 20,162

Net cash from / (used in) investing activities 713 8,447 -4,716

Net cash used in financing activities -11,609 -10,934 -11,564

Net change in cash and cash equivalents -2,529 20,665 3,881

Cash and cash equivalents at beginning of the year 3,174 2,977 23,642

Cash and cash equivalents at the end of the year 645 23,642 27,523  
 
 

Key Ratios 2011 2012e 2013e

Profitablity Ratios

Gross Margins % 35.1% 41.6% 41.5%

EBITDA MArgins% 40.1% 45.5% 45.4%

EBIT Margins% 28.0% 33.5% 33.4%

PBT Margins% 30.3% 33.7% 33.6%

Net Margins % 26.7% 29.6% 29.6%

Return on Equity % 8.6% 9.9% 9.8%

Return on Assets % 7.4% 8.5% 8.6%

Efficiency measurements

Current Ratio 2.90 3.44 4.09

Quick Ratio 2.03 2.78 3.48

Asset turnover ratio (x) 0.27 0.28 0.29

Inventory Turnover (x) 3.79 5.56 6.67

Inventory days 96.36 65.70 54.75

Receivables turnover 5.35 5.56 5.26

Account receivables days / Collection period 68.16 65.70 69.35

Payables / Creditor turnover 4.19 4.89 5.70

Account payable days 87.1 74.6 64.1

Per share measurement

EPS Basic (RO) 0.039 0.045 0.046

YoY growth (%) -48.9% 16.6% 2.8%

DPS  (RO) 0.030 0.032 0.032

YoY growth (%) -18.9% 5.2% 2.8%

Operating CF/share (RO) 0.025 0.070 0.061

BV per share 0.448 0.465 0.482

Leverage measurements 

Gross debt/equity (%) 5.4% 4.2% 3.0%

Leverage (%) 5.1% 4.0% 2.9%

Debt/assets (%) 4.6% 3.6% 2.7%

Cash/assets (%) 1.7% 13.3% 15.3%

Dividend cover (x) 0.78 0.70 0.70

Dividend yield (%) 6.2% 6.5% 6.7%

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

Valuation Ratios

PE (X) 12.51 10.73 10.44

P/B (X) 1.08 1.04 1.00  
Source: OABINVEST, Company’s Financials 

 
Disclaimer: 

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

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

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

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

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

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

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

published by any recipient for any purpose. 

 

 

 
 


