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Solid results; maintain positive on sector  
Subsequent to the Q1’13 performance, we revised our earlier target price of RO 1.682 per 
share upwards (kindly refer to our earlier report dated Mar 17, 2013) to RO 1.820 per share 
implying a downside of just 3.33% from current levels prompting us to retain our HOLD 
rating. 
 
The new target incorporates 1) better than expected export sales due to the recovery of 
export markets mainly Yemen 2) the ability sustain average realizations and 3) strong 
fundamentals of the sector  
 
 

Q1’13 performance 
 
Best revenue at group level since the time of the acquisition 
Q1’13 results demonstrated the strength and solidity of the cement sector largely in sync 
with our view on the sector. Like its local peer (Oman Cement), Raysut Cement Company – 
the group - has achieved a notable revenue in Q1’13 posting RO 25.2mn, an increase of 2.4% 
y-o-y (+12.4% q-o-q) mainly due to the strong performance shown by the parent company in 
terms of higher sales of cement – volume wise – and better average selling prices.  
 
On individual basis, while the parent company has seen an improvement in sales of cement 
volume in Q1’13 (9.5% y-o-y, 18.6% q-o-q) to 0.674mn tons, Pioneer cement (the subsidiary) 
saw a drop in volumes sold (-9% y-o-y, -21.6% q-o-q) likely due to the competition and 
maintenance of its clinker plant which restricted cement production and forced the company 
to import clinker from the market. 
 
As per the board of directors’ report, the subsidiary had to procure 100,020 MT of clinker 
from the market in order to keep the cement production at good levels. According to the 
company, this temporary shutdown is now over, thus we expect the company to go back to 
its normal levels from Q2’13 onwards.  
 
At the group level, we were informed that cement in terms of bulk sales represents 60% of 
total sales in Q1’13 compared with around 48% for Q1’12. 
 
Also, Q1’13 analysis show that the average realizations for the parent company stood at RO 
26.96 per ton, while Pioneers’ realizations came around RO 20.33 per ton. As per recent 
data, the average selling prices for cement in the UAE is around AED 197 per ton.  
 
However, the average selling prices for Raysut Cement in the local market stood at RO 27.6 
per ton which is higher than the average local selling for FY’12 at RO 27.08 per ton, indicating 
good ability to maintain prices and a strong demand for the sector products.   Clinker and 
cement utilization rates for the parent company stood at 90% and 93.2% as per annualized 
Q1’13 productions.  
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Solid margins  
At group level, despite the notable increase in raw material consumed (up by 99% y-o-y, 
+86.8% q-o-q) due to the subsidiary companys’ import of clinker, a strong increase in revenues 
offset this cost pressure  and led gross profit margins (excluding depreciation) to post 42.6% in 
Q1’13 compared with an average of 38.8% for FY’12.  
 
On the other hand, although employee related expenses increased by 11% on yearly basis 
(+47.8% q-o-q) at RO 2.1mn in Q1’13, we learned from the company that the will be no 
material impact from the implement of the minimum wage starting 1st July as currently there 
is no salary is below minimum wage levels. 
 
The group EBITDA margin stood at 41.6% in Q1’13 compared with an average of 37.3% for 
FY’12. On standalone basis, Raysut Cement EBITDA margin stood at 49% while 22.6% for 
Pioneer cement. The subsidiary analysis for cost of sales showed a notable decline in Coal, Gas 
and electricity (-25.8% y-o-y, -22.5% q-o-q) which is mainly due to lower production of clinker 
and lower coal prices.  
 
Quarterly profit before tax edged to its best in more than 3 years  
As the company reports income tax at the end of the year, we focused on profit before tax 
which came at RO 9.12mn in Q1’13 (+33.4% y-o-y, +68.3% q-o-q), the best on quarterly basis 
since the beginning of the second half of 2009. This result came due to better performance by 
the parent company on account of better control of cost of sales and finally the increase in the 
market value of the investments. The group registered RO 0.595mn profit from investments in 
Q1’13 compared with loss of RO 0.169mn for Q1’12. Accordingly, the group profit before tax 
margin stood at 36.2% in Q1’13 compared with 27.8% and 35% in Q1’12 and Q4’12 
respectively.  
 
Future plans 
In addition to the current four handling terminals (two in Oman at Muscat and Sohar and two 
in Yemen at Mukalla and Aden), the company announced that it is planning to build an 
additional terminal at Duqm port (around 588 km from Salalah, where it has a main 
production line).  
 
In doing that the company intends to 1) benefit from the upcoming expected demand for 
cement from heavy investment in like the Duqm Special Economic Zone and the Duqm 
refinery and petrochemical complex which is expected see an investment of USD 6 billion  to 
set up a refinery of 230,000 tonnes per annum by 2017 2) achieve higher utilizations of the 
two subsidiaries shipping services (Raybulk and Raysea Navigations.) 
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As per the company, the estimated cost for the project shall be approximately RO 7 – 8 mn 
executed through a lease agreement with the Special Economic Zone Authority. Raysut 
Cement expects the construction of the building to be completed within ten months of signing 
the lease agreement.  
 

Outlook and Valuations 
 
In view of Q1’13 performance we have adjust our estimates by: 

 Increasing our expectations of export sales of cement for the parent company in 
FY’13 to 1.046mn tons of cement instead of earlier 0.919mn tons of cement 
reflecting the recovery in the key markets of Yemen. 

 Marginally increased the local selling prices of cement to Ro 27 per ton in FY’13 from 
earlier assumption of RO 26.5 per ton. Overall average realization for RCC and 
Pioneer Cement are expected to be RO 26.8 per ton and RO 18.35 per ton 
respectively in FY’13.  

 Due to better contribution of the parent company margins to the whole group, both 
gross margin (excluding depreciation) and net margin for the group have increased to 
40.7 % and 30.8 % respectively, i.e. higher by about 3% compared to the earlier 
assumptions.  

 Increasing equity premium by 0.5% reflecting its riskier geographical exposures.  
 
In general, the strong fundamentals of the sector remain the key driver for the overall positive 
sentiment on the stock. Building on our new assumptions of stronger sales, stable prices and 
better margins; we revised our earlier target price of RO 1.682 per share upwards (kindly refer 
to our earlier report dated Mar 17, 2013) to RO 1.820 per share implying a downside of just 
3.33% from current levels prompting us to retain our HOLD rating. 
 
 

RO'000 FY'13e FY'14e FY'15e

NOPAT 30,044 30,797 32,112

Add depreciation 6,086 5,958 6,167

Add: change in working capital -1,966 -1,312 -1,098

Less: capex -5,657 -5,856 -6,061

FCF 28,506 29,588 31,120

Terminal growth rate 1.5%

PV of FCF for the growth period 119,729

PV of FCF for perpetuity 287,154

Add: Net Debt -42,839

Market Cap 364,045

Value/share RO 1.820

Premium/(Discount) -3.3%

Market price per share RO 1.883

Risk Free Rate 4%

Beta 1.03

Equity premium 8.5%

Cost of equity 13%

Cost of debt 2.90%

Cost of Capital (WACC) 9.23%  
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Income Statement

RO'000 FY'12a FY'13e FY'14e
RCC Oman  40,344 42,483 43,757
RCC Yemen and other Countries 23,053 27,723 28,558
Pioneer Cement Industry (UAE sales) 16,967 17,356 17,039
Pioneer Cement Industry (Oman sales) 12,439 11,080 11,412
Group Sales 92,803 98,641 100,767
Cost of sales -62,885 -64,587 -65,866
Gross Profit 29,918 34,054 34,901
Administration & general expenses -1,425 -1,184 -1,184
Other Income 61 13 13
Operating Profit (EBIT) 28,553 32,883 33,729
EBITDA 34,623 39,855 40,575
Net profit PAT 24,534 30,366 31,006  

 
 

Balance Sheet

RO'000 FY'12a FY'13e FY'14e
Goodwill 45,799 45,799 45,799
Net Property ,Plant and Equipment (Net Fixed Assets) 95,233 94,805 94,702
Investment in an associate 3,750 4,125 4,538
Investments available-for-sale 125 125 125
Total non-current assets 144,907 144,853 145,163
Inventories 15,373 16,147 16,466
Trade receivables 8,999 9,864 11,084
Investments held for trading (short term investments) 3,429 3,258 3,128
Prepayments & other receivables 3,424 4,439 4,534
Bank deposits 15,000 15,000 15,000
Bank and cash 4,161 13,821 22,609
Total current assets 50,386 62,529 72,821

TOTAL ASSETS 195,293 207,382 217,985
Trade payables and accruals 12,768 13,455 13,779
Short term loan borrowing 223 0 0
Current portion of LTL 4,000 4,000 4,000
Total current liabilities 16,991 17,455 17,779
LT Loan less current maturity 58,000 54,000 50,000
Deferred tax liability 3,191 3,240 3,000
Total long term liabilities 61,191 57,240 53,000

TOTAL LIABILITIES 78,182 74,695 70,779

EQUITY 117,111 132,687 147,206  
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Cash Flow Statement

RO'000 FY'12a FY'13e FY'14e

Net cash from operating activities 28,556 34,485 35,652

Net cash used in investing activities 943 5,861 6,138

Net cash (used in) financing activities -15,885 -18,964 -20,727
Net Change 11,729 9,660 8,788
Cash at the begining 7,432 19,161 28,821
Cash and cash equivalents at end of the year 19,161 28,821 37,609

 
 
 

Key Ratios FY'12a FY'13e FY'14e

Profitablity Ratios
Gross Margins % 32.2% 34.5% 34.6%
EBITDA MArgins% 37.3% 40.4% 40.3%
EBIT Margins% 30.8% 34.2% 34.4%
PBT Margins% 29.1% 34.2% 34.2%
Net Margins % 26.4% 30.8% 30.8%
Return on Equity % 22.4% 24.3% 22.2%
Return on Assets % 12.8% 15.1% 14.6%
Efficiency measurements
Current Ratio 2.97 3.58 4.10
Quick Ratio 2.06 2.66 3.17
Asset turnover ratio (x) 0.48 0.48 0.46
Inventory Turnover (x) 4.09 4.00 4.00
Inventory days 89.23 91.25 91.25
Receivables turnover 10.31 10.00 9.09
Account receivables days / Collection period 35.39 36.50 40.15
Payables / Creditor turnover 11.61 11.44 11.44
Account payable days 31.45 31.90 31.90
Per share measurement
EPS Basic (RO) 0.123 0.152 0.155
DPS  (RO) 0.075 0.084 0.085
BV per share 0.586 0.663 0.736
Leverage measurements 
Gross debt/equity (%) 52.9% 43.7% 36.7%
Leverage (%) 112.5% 77.7% 57.9%
Debt/assets (%) 31.7% 28.0% 24.8%
Cash/assets (%) 2.1% 6.7% 10.4%
Dividend cover (x) 61.1% 55.0% 55.0%
Dividend yield (%) 4.0% 4.4% 4.5%
Dividend pay-out ratio (%) 61.1% 55.0% 55.0%
Valuation Ratios
PE (X) 15.35 12.40 12.15
P/B (X) 3.22 2.84 2.56  

Source: Company Financials, OABINVEST 
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Recommendation 
Based on the range for the upside/downside offered by the 12-month target 
price of a stock versus the current market price 

Strong Buy Greater than 20% 
Hold/Accumulate Between +10% and +20% 
Hold Between  +10% and -10% 
Hold/Reduce Between -10% and -20% 
Sell Lower than -20% 

 
 
 

 
 
 
 
 
 

 
 
Disclaimer: 
 
 
This report has been prepared and issued by the IMG‐Oman Arab Bank SAOC on the basis of publicly available information and other sources 
considered reliable. While the utmost care has been taken to ensure that the facts stated are accurate and the opinions given are reasonable, 
neither Oman Arab Bank SAOC nor any of its employees shall be in any way responsible for the contents. It is published solely for information 
purposes, it does not constitute an advertisement and is not to be construed as an offer to buy or sell any securities. 


