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• Cadbury Nigeria Plc (Cadbury) reported 6.6% YoY rise 

in revenues to N35.8billion for the 12 months ended 

December 2013. PBT was 35% higher YoY at 

N7.4billion whilst a tax write back in Q4 drove a 74% 

YoY jump in PAT to N6billion.  

 

            Price increases weigh on beverage volumes 

• Q4 13 revenues declined 2.7% YoY to N9.2billion 

bucking the positive trend observed over the three 

preceding quarters in 2013. We believe this largely 

reflects the impact of aggressive pricing of its flagship 

cocoa beverage “Bournvita” implemented in H2 2013.  

 

Figure 1: Trends in revenues 

 
Source: Company Financials, ARM Research 
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Income Statement Data  
 2013- 12 'm  2012 - 12 'm %chg

Revenue 35,761 33,551 7%
PBT 7,421 5,512 35%
Tax 1,398 2,057 -32%
PAT 6,023 3,455 74%

Balance Sheet Data   
2013-Dec 'm 2012 -Dec 'm %chg 

 

Inventory 1,881 2,044 -8%  

Receivables 6,390 6,267 2%  

Cash 17,749 17,242 3%  

Payables 13,541 14,742 -8%  

Net Assets 23,995 20,039 20%  
 

Stock Data 
Price N85.40
52 week range   N44.43– N92.08
Market Cap. (N'm)  160,398.45
1-month Avg. Vol       323,290
Curr. PE 26.6x
Bloomberg Ticker   CADBURY: NL 
Reuters Ticker  CADBURY.LG
 Cadbury Nigeria Plc - Share Price Trend 
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Rising cocoa prices crimp gross margins 

• Q4 13 COGS rose 5.4% YoY to N6.4billion resulting in an 18% YoY contraction 

in gross profits to N2.7billion. We believe domestic cocoa prices in usual fashion 

tracked the 13% YoY rise in average international prices in Q4 13. This drove a 

5.5pps contraction in gross margins to 29% from the corresponding quarter in 

2012.  Nonetheless, FY 13 gross profits were 18% higher YoY at N13.1billion 

with related margins 4pps higher YoY at 37% as cocoa prices were subdued for 

most of 2013. 

 

EBIT contracts on Opex pressures   

• A 15% YoY rise in operating expenses to N1.3billion in Q4 13, drove EBIT 35% 

lower YoY to N1.43billion, crimping related margins 7.7pps to 16%. Nonetheless, 

reflecting subdued opex levels over much of 2013, FY 13 operating profits rose 

43% YoY to N5.7billion as opex to sales was flat YoY at 21%. 

 

Nonetheless tax write back bolsters bottom line 

• Although Q4 13 finance income remained flat from 2012 levels, net finance 

income rose 6% YoY to N466million largely reflecting the excision of N1.5billion 

line of credit Cadbury had since 2011.   

 

• Nonetheless, largely reflecting the operating expense pressures during the quarter 

PBT declined 28% YoY to N1.9billion with related margins 7.3pps lower YoY at 

21%. However, a tax write back of N251million during the quarter pushed PAT 

57% higher YoY to N2.1billion which resulted in 8.8pps YoY expansion in net 

profit margins to 23%.  The Q4 tax write back resulted in FY effective tax rates 

declining 18pps YoY to 19% providing support for a 74% YoY rise in FY EPS to 

N1.92.  

 
• FY 13 PBT and PAT margins were 4pps and 7pps higher YoY at 21% and 17% 

respectively with the former largely reflecting gross margin gains from softer 

cocoa prices over much of 2013. 

 



 

 

 

            Bearish medium term outlook subsists 

• Although, the results are likely to receive a positive response from the market, we 

continue to remain less sanguine on Cadbury given its limited product portfolio. 

Furthermore, the recent share capital reconstruction which also saw the company 

reduce its share premium account with cash returned to shareholders hints at 

management’s less buoyant view about growth opportunities over the near-to-

medium term.   Cash balances are likely to decline in the aftermath of the share 

capital exercise driving a moderation in finance income –which has accounted for 

25-30% of PBT since 2012— and suggests a weaker earnings profile in coming 

quarters. 

 

• Cadbury currently trades at current P/E of 26.6x relative to 36.5x for its domestic 

peers. We have a SELL rating on Cadbury as per our last published report with a 

fair value of N52.8. Our valuation model is under review.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

ARM ratings and recommendations 

ARM now employs a two-tier rating system which is based on systemic importance of the security under review and the deviation of our target price for the 

stock from current market price. We characterize systemic importance as a function of a stock’s ranking among the group of top 20 stocks by NSE market 

capitalization over a trailing 6 month period (minimum) to the review date. We adopt a 5 point rating system for this category of stocks and a 3 point rating 

system for stocks outside this group. The choice of top 20 stocks arises from the consideration that this group of stocks constitutes >75% of overall market 

capitalization and stocks outside this group are generally less liquid and individually account for <<1% of market capitalization. For stocks in both 

categories, the basis for ratings subject to target price deviation is outlined below:  

 

TOP 20    NON-TOP 20   

Rating Deviation  Rating Deviation 

STRONG BUY >20%   BUY >20%  
OVERWEIGHT 10%  — 20 %  NEUTRAL 5%  —  20 % 
NEUTRAL 0%  —  10 %  SELL <5% 
UNDERWEIGHT -5%  —  0%    
SELL <-5%    

 

 

RECOMMENDATION KEY  

Rating Recommendation  

BUY Accumulate security to a substantial extent constrained only by portfolio diversification considerations 
OVERWEIGHT Accumulate security to an extent moderated by cognizance of its benchmark weight  

NEUTRAL 
Maintain status quo for security with respect to current holding—i.e. keep if already holding and don’t buy otherwise—
subject to reasonable portfolio constraints 

UNDERWEIGHT Minimise exposure to security taking cognizance of its index weighting 
SELL Sell-off security completely from portfolio  
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