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21 November 2012  

Raysut Cement - Results Update 
 

 
Sector remains vibrant  
Cement demand continues to grow, benefiting from the expansionary spending policy 
implemented by the government since the global financial crises in FY’08 backed by strong oil 
prices. The recent official data revealed that Oman enjoys a public finance surplus of RO 
2.9bn in the first 9M’12 compared with RO 906mn for the same time last year, thus 
expecting this expansive policy to continue in the short term.   
 
The following chart supports the view set out above as total local cement sales volume 
(including RCC, Pioneer and Oman Cement) increased by 9% y-o-y to around 3.4mn tons in 
9M’12 compared with 3.1mn tons in 9M’11. 
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Source: OABINVEST, Companies Reports 

 
Taking a clue from 9M’12 performance we are comfortable with our view that cement 
demand in Oman will remain strong near term and  expect FY’12 total demand to exceeds 
5.5mn tons, where approx. 20% market share is held by to the companies in the UAE. 
Thereafter, we expect demand for cement to grow by 5% on yearly basis during our coverage 
period (2012-2016) 

 
The performance; close eye on the subsidiary performance and RCC exports  
In Q3’12, Raysut Cement Groups’ revenues’ witnessed the first decline this year on a 
quarterly basis in Q3’12 mainly due to lower sales volume, from both the parent and 
subsidiary company (Pioneer), impacted by stiff competition, Ramadan and holidays season. 
 
Consolidated revenues’ declined by 16.5 % q-o-q (+8.3% y-o-y) to RO 20.8mn. Pioneer 
Cement revenues’ comprise 31% of the total group revenues. In view of lower sales in terms 
of volumes, the consolidated earnings before tax stood at RO 5.4mn in Q3’12, down 21% q-o-
q. It is worthy to note that group gross margins (exclude depreciations) remained stable, 
relative to the H1’12, at 39%. The group sold 0.84mn tons of cement in Q3’12, showing a 
decline of 17% q-o-q.   
 
In sync with the group’s vision, distribution expenses as a percentage of cost of sales 
remained at their lowest levels at 14.2% and 13% in 9M’12 and Q3’12 respectively compared 
with record levels of 30% in FY’10 and FY’11.  
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On standalone basis, despite RCC’s (the parent) lowest sales of cement in the year at 0.53mn 
tons in Q3’12, down 18% q-o-q, the company showed a notable increase 13.5 % y-o-y, thus 
underpinning our positive view on cement demand. Local realizations came in at RO 27 a ton 
in Q3’12, highlighting RCCs’ impressive ability to benefit from its monopolistic situation in 
southern Oman and a growing presence in the northern part of the country where most of 
the ongoing mega infrastructure projects are being executed.  
 
The subsidiary performance was modest and weighed on overall group results.  Pioneer 
cements’ earning before tax margin stood at 15% in Q3’12 compared with 25% in Q2’12. In 
view of recent two quarters, which showed weaker than expected sales volume and a 
downward trend, we become cautious and expect Pioneer’s standalone sales to touch 
1.36mn tons (34% to be sold locally) in FY’12 compared to earlier 1.5mn assumed in our last 
update on the company (dated August 26). On selling prices, we expect the Pioneer cement 
to maintain its current levels at RO 21 per ton in FY’12 with an ample room for improvement 
in the forecasted period bearing in mind the performance so far and the recovery in the UAE 
market.  
 
In respect of RCC’s stand alone, we slightly lower our expectation cement sales to 2.45mn 
tons in FY’12 against 2.6mn tons in the last update, thus making total group sales to touch 
3.8mn tons in FY’12. We expect a CAGR of 2% over the forecasted period till FY’16 
 
On the selling prices front, we maintain our earlier local average realization level of RO 26 
per ton for FY’12 for RCC and maintain our long term forecast for realizations at RO 26 per 
ton.  

 

Outlook and valuations  
We keep our broad expectations about the company’s ability to maintain its market share 
and keep selling prices stable over a period of time bearing in mind the company’s 
monopolistic situation in Dhofar region, diversified strategy and aggressive presence/stance 
of Pioneer Cement in the Northern Part of Oman.  
  
We believe the company will distribute slightly better dividends in the coming years in view 
of better performance. However, we believe that the company should think of upgrading its 
Salalah plant current grinding capacity in order to cope up with the improving market.    
  
As stated earlier, our caution on margins slightly remains on the short term mainly due to 
ambiguity on the export front and subsidiary performance especially in terms of sales 
volume. However, we remain positive on the signals of the recovery in the neighbouring 
countries and strong local demand especially in medium to long term.  
 
For the time being, we keep our forecasted group EBITDA margins at an average of 35.5% 
during the forecast period and lowering the subsidiary’s gross margins to 17% (earlier 18%) in 
the forecast period keeping a close eye on its volatile margins.  
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Valuation & Recommendation  

 

RO'000 2012e 2013e 2014e

NOPAT 24,260 24,444 24,562

Add depreciation 5,715 5,876 6,039

Add: Tax Expense 2,998 3,021 3,036

Less: Taxes paid -3,182 -2,943 -2,997

Add: change in working capital -2,541 -714 -1,863

Less: capex -4,636 -4,603 -4,719

FCF 22,613 25,081 24,058

Terminal growth rate 1.5%

Total enterprise value 272,939

Value/share RO 1.365

Premium/(Discount) -2%

Market price per share RO 1.391

Risk Free Rate 4%

Beta 0.94

Equity premium 8%

Cost of equity 11%

Cost of debt 3.50%

Cost of Capital (WACC) 8.61%  
Source: OABINVEST, Bloomberg 

 
 

We slightly revised our earlier price target of RO 1.397 (kindly refer to our previous update 
on the company dated 26th August) to RO 1.365, indicating a discount of 2% to the current 
market price. Accordingly, and bearing in mind the growth potential in the medium to long 
term due to its well diversified strategy, we remain “NEUTERAL” on the stock.  
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Key Financials 
 

Income Statement

RO'000 2011 2012e 2013e

RCC Oman 38,132 40,354 41,177

RCC Yemen and other GCC 21,410 23,595 22,596

Pioneer Cement Industry (UAE sales) 13,810 16,374 15,232

Pioneer Cement Industry (Oman sales) 10,461 12,403 13,056

Group Sales 83,813 92,727 92,060

Cost of sales 61,858 64,173 64,293

Gross Profit 21,955 28,553 27,767

Administration & general expenses -1,688 -1,295 -301

Other Income 104 80 19

Operating Profit (EBIT) 20,372 27,338 27,484

EBITDA 26,374 33,053 33,360

Profit before tax  PBT 17,042 25,511 25,593

Taxation -2,093 -2,934 -2,943

Net profit PAT 14,949 22,577 22,650  
 
 

Cash Flow Statement

RO'000 2011 2012e 2013e

Net cash from operating activities 26,414 27,629 30,078

Net cash used in investing activities 3,080 -5,739 -4,377

Net cash (used in) financing activities -31,299 -20,347 -21,270

Net (decrease) / increase in cash and cash equivalents -1,805 1,543 4,431

Cash and cash equivalents at beginning of the year 5,738 3,932 5,475

Cash and cash equivalents at end of the year 3,932 5,475 9,906  
 
 

Balance Sheet

RO'000 2011 2012e 2013e

Total non-current assets 149,220 147,934 146,634

Total current assets 39,854 44,600 49,535

TOTAL ASSETS 189,074 192,534 196,170

Total current liabilities 36,316 17,815 21,004

Total long term liabilities 50,350 59,800 53,400

TOTAL LIABILITIES 86,666 77,615 74,404

EQUITY 102,408 114,919 121,765  
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Key Ratios 2011 2012e 2013e
Profitablity Ratios
Gross Margins % 26.2% 30.8% 30.2%
EBITDA MArgins% 31.5% 35.6% 36.2%
EBIT Margins% 24.3% 29.5% 29.9%
PBT Margins% 20.3% 27.5% 27.8%
Net Margins % 17.8% 24.3% 24.6%
Return on Equity % 14.2% 20.8% 19.1%
Return on Assets % 7.9% 11.8% 11.7%
Efficiency measurements
Current Ratio 1.10 2.50 2.36
Quick Ratio 0.66 1.62 1.57
Asset turnover ratio (x) 0.44 0.48 0.47
Inventory Turnover (x) 5.29 5.88 5.56
Inventory days 69.00 62.05 65.70
Receivables turnover 9.89 9.09 9.09
Account receivables days / Collection period 36.90 40.15 40.15
Payables / Creditor turnover 5.51 6.34 6.30
Account payable days 66.2 57.5 57.9
Per share measurement
EPS Basic (RO) 0.075 0.113 0.113
DPS  (RO) 0.050 0.079 0.079
FCF per share (RO) 0.090 0.113 0.125
Operating CF/share (RO) 0.132 0.138 0.150
BV per share 0.512 0.575 0.609
Leverage measurements 
Gross debt/equity (%) 63.8% 52.2% 46.6%
Leverage (%) 175.9% 109.3% 87.4%
Debt/assets (%) 34.5% 31.2% 29.0%
Cash/assets (%) 2.1% 2.8% 5.0%
Dividend cover (x) 0.67 0.70 0.70
Dividend yield (%) 3.6% 5.7% 5.7%
Dividend pay-out ratio (%) 66.9% 70.0% 70.0%
Valuation Ratios
PE (X) 18.61 12.32 12.28
P/B (X) 2.72 2.42 2.28  

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. 

 

 

 


