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Okomu Oil Plc.
Q4'22 Historical

Okomu Oil Palm Company Plc (“Okomu OQil” or “the
company”) an agro-allied industry was initially established
by the Federal Government of Nigeria in Edo State in 1976.
It was set up as a pilot project to revive oil palm industry in
Nigeria. In 1990, it converted to a public limited company
(PLC) and was registered on the Nigerian Stock Exchange
(now Nigerian Exchange Group) in 1997. The company is
listed on the Main Board of the Exchange, under the crop
production subsector of the agriculture sector. Okomu Oil
Plc has market capitalization and outstanding shares of
N238,763,673,000.00 and 953,910,000.00 respectively as at
the close of market on 13th July, 2023.

Okomu Qil is majorly owned by Socfinaf S.A (Luxemburg),
having 62.69 percent while the remaining 37.31 percent is
owned by Nigerian and international individuals, and
The
engages in the business of palm oil milling, palm kernel

institutional shareholders. company principally
processing and sale of wet cup lumps, development of oil
and rubber plantations. Over the years, the company has
shown resilience and recorded significant successes in its
operations. It has grown to be one of the market leaders in
the agricultural industry. Okomu’s ambition is to develop

responsible tropical agriculture.

Table 1: Company Basic Information

Source: NGX Group, WCL Research

The company has three registered concessions in Edo
State Nigeria. The three concessions have a land mass
area of over thirty-three hectares. At the end of 2022,
both 30tonne/hectare oil mills in its second Extension
were fully commissioned. This progress has helped to
reduce cost of transportation and preventing a decline in
crude palm oil (CPO) quality on the back of double
handling and high free fatty acid (FFA). This brings the
company’s milling plants to a total of three at present.
The utilization of these mills is expected to double CPO
output to 80,000 tonnes per annum by 2025 and increase
productivity in the near term. The company acquired a
5wm turbine which serve as an alternative source of
power generation. This is expected to further help the
company to reduce its carbon footprint.

The company aims to enhance the 1,700 hectares of
undeveloped land in one of its Extension by either
planting palm trees or rubber trees, starting with the
environmental and social impact assessment of the area
in 2023. This feat is expected to be achievable by laying
emphasis on the procurement of more smallholder fresh
fruit bunches (FFB) and rubber cup lumps in 2023.

Performance Analysis

Okomu Qil’s financial performance in the last two years
as revealed by the key performance indicators was quite
impressive. This is in relation to the previous fiscal year’s
record, leaving a higher balance of profit after tax. The
revenue of the company heightened by 58.64 percent
from N 37.39 billion in 2021 to N 59.32 billion in 2022. The
improved performance in the company’s revenue could
be attributable to the improved performance in the palm
oil produce revenue generating segment of the company.
Revenue from palm oil produce alone rose to N53.75
billion in 2022 from the previous year’s record of N31.77
billion, representing a surge of almost 69 percent. Also,
the company’s CPO and rubber prices rose by 43 percent
and 7 percent (year-on-year) respectively. Total fresh
fruit bunches (FFB) production for 2022, was 247,175
tonnes which was 11% higher than that produced in 2021
and represented an average FFB yield of 12.97 t/ha.
Hence, total CPO sales and turnover for the past year
were 18% and 69.6% higher, respectively than in 2021.
The fact that the company had no record of immature
plantings or re-plantings aided its performance.

Copyrights @ 2023 WATERSHED CAPITAL LIMITED. All right deserved.




V4
OKOMU

Performance Analysis

In like manner, the company was able to minimize its
operational costs through the utilization of its newly fully
commissioned 5mw turbine. The turbine generated over 44
percent of the power required in its main estate for
operations. This resulted in an increased profit before tax
by 45.94 percent from N16.11 billion in 2021 to N23.51
billion in 2022.In the same vein, profit after tax surged by
40.66 percent from N11.53 billion to N26.23 billion in 2022.
The gearing ratio of less than 1 in the years under review
indicated that the company financed its assets with more
equity rather than debt. It also suggested that it is less
risky to invest in the company. Although the company’s
gearing ratio increased from 0.67 in the previous year to
0.72in 2022, there is no cause for alarm.

Table 2: Comparative Ratios Analysis

Source: Okomu Oil Plc Financials, WCL Research

Table 3: FY 2022 Performance Indicators

2022 2021 Change
FY
(N'BN) (N'BN) (%)
Revenue 59.32 37.39 58.64
Profit Before

23.51 16.11 45,94

Tax
Profit After Tax 16.23 11.53 40.66

Source: Okomu Qil Plc Financials, WCL Research

Over the years, the company has consistently made
dividend payment to its shareholders. In 2022, the
company proposed a final dividend of N12.00 per share
in addition to the N9.00 per share paid as interim
dividend during the financial year summing to a total of
N21.00 per share.

Chart 1 below reveals the company’s progressive growth
since the last five years. Chart 2 also shows the
company’s earnings per share (EPS) and dividend per
share (DPS), maintaining an upward performance trends.

Chart 1: Company's Five-Year Financials
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Source: Okomu Oil Plc Financials, WCL Research
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Chart 2: Earnings and Dividends per share
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Source: Okomu Qil Plc Financials, WCL Research

Although the company’s current ratio reduced to 1.11
from the previous year’s record of 1.77, the firm still have
enough cash on hand to pay all current liabilities. The
reduction however also signaled a reduction in its
capacity to take care of its short-term obligations.

Chart 3: Earnings and Dividends per share
Return on Capital Employed .
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Source: Okomu Qil Plc Financials, WCL Research

Chart 4: Year-on-Year Comparison of Revenue
Segments
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Chart 4: Earnings and Dividends per share
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Chart 4: Earnings and Dividends per share
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Chart 4: Year-on-Year Comparison of Revenue
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ANALYST’S OPINION AND RECOMMENDATION

TECHNICAL ANALYSIS Chart 7: Okomu Oil Plc Technical Chart
OKOMUOIL
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The Company rating of Okomu Qil Feeds Plc
based on the company financial data for the o =
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COMPANY VALUATION sz e e T |
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trading at a premium of about 57 percent. i
We therefore recommend a SELL for the I\
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INVESTMENT RECOMMENDATIONS  Analyst Certification

Watershed Research uses a 3-tier All expressed views articulate the research analyst(s) opinions regarding

recommendation system for stocks wunder the companies, securities, industries or markets discussed in this report.

coverage: Buy, Hold and Sell. The analyst(s) compensation or remuneration is in. no way connected
(either directly or indirectly) to the specific recommendations, estimates or

Rating Definitions opinions expressed herein.

BUY - Total expected return 0f 20% and higher

HOLD - Total expected return of between 0% Other Disclosures

and 20%

SELL - Total expected return of 0% and below 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 Capital
Limited does not presently do business with companies covered in its
research reports. Should such a relationship be established which could
affect the objectivity of this report, there will be a disclosure in its regard.
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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 I, Lagos.
EMAIL: research@watershedcapitallimited.com; clients@watershedcapitallimited.com,
TELEPHONE: (+234) 809 4622953, 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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