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BUA Cement Plc was incorporated in 2008 and commenced

business in that same year

In January 2022, the Company commissioned its 3 million
mtpa Line -4 bringing its total capacity to 14 million mtpa at

present.

The Company became a public limited liability company in
2019

The Company was listed on the Nigerian Stock Exchange (now

“’Nigerian Exchange Group’’) on 9th January, 2020

BUA Cement is the second largest cement producer in the
Nigerian market and the largest cement producer in the North

Western region of the country
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COMPANY SNAPSHOT

BUA CEMENT Plc Table 1: Stock S
Q4'21 Historical ave - stockoummary

BUA Cement Plc (“BUA Cement” or “the Company”) is the cement Current Price (Oct. 18 N105.80
manufacturing arm of BUA Group Plc. The Company is domiciled 2023)

in Nigeria. BUA Cement was incorporated in 2008 and commenced

operations in the same year. The Company came to being as a

result of a merger between Cement Company of Northern Nigeria Ratings SELL

(CCNN) and Obu Cement Company Plc. In 2009, the BUA Group

had a majority stake holding in CCNN and Edo Cement Company.
In 2018, the Company commissioned the Kalambaina (Line-1) SRR ST AEIGT
plant in Sokoto State while Obu (Line -2) Complex in Edo State S
was completed in 2019. This gave a combined capacity of 11
million millions of tonnes per annum (mtpa). In January 2022, the
Company commissioned its 3 million mtpa Line -4 bringing its
total capacity to 14 million mtpa at present. Bua Cement Plc is the
largest cement producer in the Northern and Southern region of

the country. It is also the second largest producer of cement in 52 weeks Highllow N105.80|N51.95
Nigeria.

In 2020, the Company was listed on the main board of the Nigerian Financial Year end
Stock Exchange (now the “Nigeria Exchange Group” or “the

Exchange”). In terms of market capitalization, profit after tax and ~ Source: NGX Group, WCL Research
total assets, the Company is the largest of the building materials
sub sector in the industrial goods sector (Primary Equity Market)
on the exchange. It is however smaller than Dangote Cement

Market Capitalization N3,582,848,659,548.00

Table 2: Q4 Performance Indicators

listed on the Premium Board of same sector and sub-sector. The FY 2021 2020 Change
principal activities of the Company are manufacturing and sale of (N'BN) (N'BN) (%)
CEM Il type of cement in line with the Nigerian Industrial

Standards and its product is ideal for all construction purposes Revenue 25733 209.44 22.86

including bagged and bulk sales. The company’s cement is
characterized by high early strength, rapid setting and low heat of

hydration. Profit Before 102.87 78.87 30.43
Tax
Performance Analysis
Profit After Tax 90.08 72.34 24.51

BUA Cement’s financial performance in the 2022 fiscal year was
quite impressive in comparison to the previous year. The
company’s revenue surged by 40 percent to N360.98 billion from
the previous year’s record of N257.32 billion. This was premised on ~ We expect the company’s revenue generating capacity to further
improved sales in its bagged cement revenue segment. This strengthen in the coming years as the company is planning to
segment alone grew by 40 percent. The Company was able to ride  further increase its installed capacity and begin exporting of its
on the boom happening in the domestic construction market products.

across the country. This growth fueled the demand for cement,

thereby increasing sales. During the year under review, the In the same vein, the Company’s profit before tax (PBT) and
company also expanded its capacity by installing and profit after tax (PAT) surged by 16.80 percent and 12.14 percent
commissioning its 3 million mtpa line-4 in January 2022. respectively. The PBT increased from N102.87 billion to N120.15
Consequently, higher cement volumes were produced. Another  billion while PAT surged to N101.01 billion from N90.07 billion.
factor responsible for the company’s improved financials was This is premised on the Company’s increased sales and the
price adjustments. ability of the company to manage its operational cost.

Source: BUA Cement Plc Financials, WCL Research
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Table 3: Q4 Comparative Ratios Analysis

Gross Profit
Percentage to sales

P.E Ratio 32.80 25.21

Source: BUA Cement Plc Financials, WCL Research

Networth to Total
Assets

Return on Capital
Employed

The gross profit percentage to sales declined from 47.00 in
2021 to 45.17 in 2022. This index reveals how efficiently the
company is utilizing its cost of production to profitably create
and sell products. The increment in the cost of sales is
responsible for this decline.

Chart 1 reveals the company’s progressive growth over the last
five years.

The Company has been consistent in the payment of dividend
to its shareholders. This can be seen in Chart 3 below. The chart
mirrors the trend of the company’s earnings per share (EPS)
and dividend per share (DPS). In the year under review, a final
dividend of N2.80 was recommended.

The Company’s current ratio also dwindled to 0.77 from the
previous 0.99, It signaled a lesser capacity of the Company to
take care of its short-term obligations. Although the gearing
ratio of the company increased to 0.50 from 0.46 recorded
previously, it is not an object of concern as it is not beyond
industry standard. Return on capital remained constant at 0.14.
The Company however appears profitable with its financial
performance in the year under review.

Chart 1: Company's Five-Year Financials
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Source: BUA Cement Plc Financials, WCL Research

Chart 2: Earnings and Dividends per share
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Source: BUA Cement Plc Financials, WCL Research

Chart 3: Comparison of Revenue by Segment
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Source: BUA Cement Plc Financials, WCL Research
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Performance Analysis

Chart 4: Ratio Analysis _ _
Chart 8 below shows BUA Cement and its peers and affirms that

BUA Cement is the most capitalized company listed under the
building materials sub-sector of the Primary Equity Market (main
Cash Velocityy Ratio | : board) on the Exchange.
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Source: BUA Cement Plc Financial, WCL Research 200
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The year-on-year performance of BUA Cement’s stock on the &

Nigerian Exchange shows that the market value of the stock 0
appreciated by 45.79 percent from N67.05 to N97.75 between 2022 2021
the close of business in 2021 and 2022. msale of Bagged Cement W Sale of Bulk Cement

Source: BUA Cement Plc Financial, WCL Research

Chart 5: Pictorial Ratio Analysis
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Analyst Opinion and Recommendation

TECHNICAL ANALYSIS

The technical analysis of BUA Cement reveals that the stock
is currently trading around the resistance level. BUA
Cement’s beta of 0.508 further shows that the stock is less
volatile than the market.

COMPANY RATING

The Company rating of BUA Cement Plc based on the
Company’s financial data for the year ended 31st December
2022 reveals that the Company is showing warning signs. It
falls under the Grade B- rating revealing a high-risk potential
in investment.

COMPANY VALUATION

Our valuation of BUA Cement Plc stock using various
valuation methodologies including Free Cash Flow to Equity
(FCFE) model, Dividend Discounting Model (DDM), Relative
Valuation Model, as well as Price to Book Value Method
reveal the stock’s intrinsic value is N38.27. This implies that
the stock is currently overpriced and trading at a premium of
176 percent. We therefore recommend a SELL for the shares
of BUA Cement Plc.
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Chart 9: BUA Cement Plc Technical Chart
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All expressed views articulate the research analyst(s)
opinions regarding the companies, securities, industries
or markets discussed in this report. The analyst(s)
compensation or remuneration is in no way connected
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A reference to a particular investment or security in this
report should not be deemed nor interpreted as an
investment proposition to buy, hold or sell such an

instrument. It is important to mention that Watershed
(either directly or indirectly) to the specific Capital Limited does not presently do business with

recommendations, estimates or opinions expressed companies covered in its research reports. Should such a

herein. relationship be established which could affect the
objectivity of this report, there will be a disclosure in its
regard.

Disclaimer

Whilst reasonable care has been taken in preparing this document to ensure the accuracy of facts stated herein and that the ratings, forecasts,
estimates and opinions also contained herein are objective, reasonable and fair, no responsibility or liability is accepted either by Watershed
Capital Limited or any of its employees for any error of fact or opinion expressed herein. No reliance should be placed on the accuracy, fairness
or completeness of the information contained in this report as it has not been verified by the research analyst(s) involved or the companies
whose securities have been referred to except as otherwise disclosed. Any ratings, forecasts, estimates and opinions set forth in this document
constitute the analyst(s) position as at the date of the report and may not necessarily be so after the report date as they are subject to change
without notice. It is also instructive to note that a Company’s past performance is not necessarily indicative of its future performance as
estimates are based on assumptions that may or may not be realized. The value, price or income from investments mentioned in this report may
fall as well as rise due to economic conditions, industry cycles, market indices, operational or financial conditions of companies or other factors.
Thus, Watershed Capital Limited and its employees shall not accept liability for any loss arising from the use of this document or its contents in
making investment decisions or recommendations. All investors are solely responsible for their investment decisions. Any investments
discussed may not be suitable for all investors and the reader(s) should independently determine their suitability and evaluate the investment
risks associated with such investments. Watershed Capital Limited is registered with the Securities & Exchange Commission to conduct Financial
Advisory business in Nigeria. This document is for information purposes only and for private circulation. No portion of this document may be
reprinted, sold or redistributed without the written consent of Watershed Capital Limited.

CONTACT: 6, Jubilee Road (by Magodo GRA Il 2nd Gate), Opposite Secretariat, Alausa, Magodo GRA Il, Lagos.
EMAIL: research@watershedcapitallimited.com; clients@watershedcapitallimited.com,
TELEPHONE: (+234) 809 462 2953, 811 200 2720, 901 355 5349, 701 800 9996

We are committed to adding value to you

and your organization in real terms...
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