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• Dangote Flour Mills Plc (DFM) released unaudited financial 

results for the 9 months ended June 2015 wherein revenues 

rose 15.2% YoY to N33 billion.  Pre-tax loss widened 52.1% 

YoY to N9.6 billion while post-tax loss more than doubled 

YoY to N9.1 billion. 

 

Price hikes on flour offset lower volume sales  

• FQ3 15 revenues extended the recovery witnessed in the last 

two quarters, rising 9.7% YoY to N11.1 billion –6% lower 

than our forecast. The upswing in revenues mirror industry-

wide increases in flour prices (+10% YoY) in January which 

overrode impact of disruptions to production volumes. In 

commentary accompanying the results release, management 

notes that DFM suffered factory downtime stemming from 

several incidents of energy shortages during the quarter. 

 

Naira devaluation induces gross margin weakness 

• Despite tamer wheat prices over the period (-33% YoY, -

10% QoQ), FQ3 15 COGS tracked faster than revenues 

(+19.2% YoY to N10.9 billion), leading to 77.7% YoY 

plunge in gross profits to N223 million (gross margin: -7.8pps 

YoY to 2%). In contrast to the preceding two quarters where 

DFM isolated impact of USDNGN depreciation as a 

separate line, we suspect gross margin compression reflect 

incorporation of devaluation losses in COGS. 

 

 

 

Income Statement Data  
  2015 – 9M'm 2014 – 9M'm %chg 

Revenue 33,102 28,730 15% 
PBT (9,554) (6,282) 52% 
Tax 441 1,791 -75% 
PAT (9,113) (4,491) 103% 
Balance Sheet Data   

  2015-June 'm 2014 -Sept 'm %chg  

 

Inventory 9,543 5,429 76%  

Receivables 5,963 6,934 14%  

Cash 2,063 4,548 -55%  

Payables 12,658 9,841 29%  

Net Assets 495 9,608 -95%  

 

Stock Data  

Price N3.04
52 week range    N2.88– N7.50
Market Cap. (N'm)  15,200
1-month Avg. Vol        17,127,346
Curr. PE  N/A

Bloomberg Ticker   DANGFLOU:NL 

Reuters Ticker   DANGFLO.LG

Dangote Flour Mills- Share Price Trend 

 
 
 Analyst(s) 

Usman Olubajo 

      usman-olubajo.ajibola@arm.com.ng 

2

4

6

8

10

Ju
l-

1
4

S
e
p

-1
4

N
o

v-
1
4

Ja
n
-1

5

M
a
r-

1
5

M
a
y-

1
5

Ju
l-

1
5



 

 

 

Figure 1: Trend in COGS-Sales ratio 

 

Source: Company’s Financials, ARM Research 

 

Higher opex and rising finance cost keeps run of operating losses intact 

• Amid 4.4% YoY rise in opex to N2 billion—possibly reflecting higher fuel prices— as 

well as 86.8% YoY plunge in other operating income to N1.4 million, DFM reported 

41% YoY rise in operating loss to N1.8 billion. 

• Exacerbating the weak operating performance was 15.9% YoY rise in net finance costs 

to N748 million which tracked 24% YoY increase in borrowings to N40.8 billion (ST 

borrowings: +48% YoY to N38.8 billion, LT borrowings: -70% YoY to N2 billion).  

Consequently, FQ3 15 pre-tax loss rose 62.9% YoY to N2.5 billion while post-tax loss 

widened nearly thirteen-fold YoY to N2.3 billion.  

 

• Over Q4 15, DFM’s push to raise volumes –given end to the fuel scarcity challenges–

should complement higher flour prices in sustaining revenue upswing. However, 

similar to the preceding three quarters, impact of USDNGN devaluation and rising 

finance expense should continue to underpin earnings weakness.  On account of 

cumulative losses of N33.3 billion over the last fifteen quarters, DFM’s net assets have 

shrunk to N495 million from N28 billion in FQ4 11  translating to a current P/B of 

30.7x (2.2x for its Bloomberg Regional peers) using last trading price. Our rating for 

DFM is currently under review.  
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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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