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Presco Plc. (“Presco” or “the Company”) is a fully agro-industrial
establishment domiciled in Nigeria. It is a public limited liability
company incorporated with the Corporate Affairs Commission
(CAC) in 1991. The Company is a subsidiary of Siat s.a., Belgium
and it operates in the crop production sub-sector of the Nigerian
agriculture sector. The Company got listed on the Main Board of
the Nigerian Stock Exchange (now “Nigerian Exchange Group” or
“the Exchange”) in 2002 and is primarily into palm plantation and
processing. In 2021, the Company completed the acquisition of
100 percent interest in the shares of Siat Nigeria Limited.

Specifically, the Company is the biggest on the exchange in terms
of market capitalization, turnover, profit after tax and total assets.
Its investment portfolio spans across oil palm plantation, palm oil
mill, palm kernel crushing plant and vegetable oil refining and
fractionation plant for its operations. It also has an olein and
stearin packaging plant. Interestingly, the Company is well
concerned about the impact of its operations on its environment
and as a result, it has a biogas plant to treat its palm oil mill
effluent.

Presco is a leading supplier of specialty fats and oils in Nigeria.
This feat is made possible by the integrated nature of the
Company’s production process. The Company’s products have
been widely used in industries such as palm oil millers and
refiners, soap producers and crumb rubber factories, etc. Majorly,
its products include special palm oil, refined, bleached and
deodorized palm oil (RBDO), palm fatty acid distillate (PFAD),
palm olein, palm stearin, crude palm kernel oil (CPKO) and refined
palm kernel oil (RPKO).

Performance Analysis

Presco’s financial performance in the 2022 fiscal year was
outstanding, in comparison to the previous year. The Company’s
revenue surged by 71 percent to N80.98 billion from the previous
year’s record of N47.40 billion. This was premised on expansion
in production. In 2021, the Company cultivated over 23 thousand
hectares and expanded to 39,500 hectares in 2022. This
expansion tickled to increase in the production of its core
products and raw materials. Likewise, the Russia-Ukraine war
caused a disruption in the global supply of sunflower oil - a most
preferred edible oil for which the two nations rank among the
biggest producers. The development gave attention to olein-
based vegetable oil which is refined from palm oil. . In the year
under review, the Company was also able to extend its revenue
segment by exporting some of its products.

Table 1: Stock Summary

Source: NGX Group, WCL Research

Table 2: Q4 FY Performance Indicators

Fy 2022 2021 Change
(N'BN) (N'BN) (%)
Revenue 81.02 47.42 71.00
Profit Before
19.81 29.37 -24.88
Tax
Profit After Tax 13.02 19.31 -32.55

Source: PRESCO Plc Financials, WCL Research

Being the biggest market player, the Company continued to
leverage on the prevalent border closure on agricultural products
causing a heavy reliant on locally produced foods (inclusive of
palm oil). The skyrocketing prices of goods was another factor
the Company enjoyed as it caused palm oil to reach an all-time
high in 2022. This caused consumers to pay more for the
company’s product, thereby increasing the value of sales.
However, the Company’s profit before tax decreased by 24
percent from N26.37 billion in 2021 to N19.81 billion in 2022. This
caused lIts profit after tax to also dwindle by 32.55 percent from
N19.31 billion to N13.03 billion. These were significantly on the
back of surging inflation rates, soaring fertilizer prices, and other
operational costs in 2022.
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Table 3: Q4 Comparative Ratios Analysis

Source: PRESCO Plc Financials, WCL Research

The gross profit percentage to sales of 61.67 revealed how
efficiently the Company is utilizing its cost of production to
profitably create and sell products.

The chart 1 below reveals the Company’s progressive growth
since the last five years.

The Company has been consistent in paying dividend to its
shareholders. In the year under review, an interim dividend of
N2.00 was paid. Likewise, a final dividend of N6.80 was
recommended totaling a dividend of N8.80 for the year 2022.
Chart 3 also shows the Company’s earnings per share (EPS) and
dividend per share (DPS) performance trends.

The Company’s current ratio also increased to 1.24 from the
previous 0.71, It signaled a strong capacity of the Company to
take care of its short-term obligations. However, the gearing
ratio increased to 2.03 from 1.25 recorded previously. This
should not raise any alarm as regards investing in the company.
Although the return on capital also decreased from 0.19
measured in 2021 to 0.15 in 2022, the Company still appears
profitable with its financial performance in the year under
review.

Chart 1: Company's Five-Year Financials
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Performance Analysis

The year-on-year performance of PRESCO’s stock on the Nigerian Chart 7: Revenue Segment by Product
Exchange shows that the market value of the stock appreciated by
56.61 percent from N87.80 to N137.50 between the close of business
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Analyst Opinion and Recommendation

Technical Analysis Chart 10: PRESCO PlcTechnical Chart

The technical analysis of Presco reveals that the stock is PRESED

currently trading below the support level. Presco’s beta of
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Watershed Research uses a 3-tier recommendation system

for stocks under coverage: Buy, Hold and Sell.

Rating Definitions

BUY - Total expected return of 20% and higher

HOLD - Total expected return of between 0% and 20%
SELL - Total expected return of 0% and below
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Analyst Certification

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 (either directly or indirectly)
to the specific recommendations, estimates or opinions expressed
herein.

Other Disclosures

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.

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) 809 462 2953, 811 200 2720, 901 355 5349, 701 800 9996
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