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Lafarge Africa Plc FY 14 

• Lafarge Africa Plc (Lafarge) reported flat growth in revenues 

to N206 billion (9M 14: +3.4% YoY) for the 12 months 

ended December 2014. PBT was 36% lower YoY (9M 14: -

30%) at N41 billion while PAT was 43% lower (9M 14: -

38%) at N35 billion.  

 

• Lafarge proposed a dividend of N3.60 which implies a 

payout ratio of 45.7% (FY 13: 36.7%) and translates to a 

dividend yield of 4% at current price.  

 

• Following the application of pooling of interest method in the 

consolidation of results from acquired subsidiaries, other 

comprehensive loss rose from N1billion in FY 2013 to well 

over N157billion by FY 2014. According to management, 

the loss represents the difference between Lafarge Africa’s 

cost of investment in all the new subsidiaries and their 

respective equity values.  

 

 

 

 

 

 

 

 

 

Income Statement Data  
  2014 – 12M'm  2013 – 12M'm    %chg 

Revenue 205,845 206,073 0.00%
PBT 41,198 64,261 -35.9%
Tax 6,538 3,789 97.6%
PAT 34,661 60,953 -43.1%
Balance Sheet Data   

  2014-Dec 'm  2013 -Dec 'm %chg 

 

Inventory 24,263 21,566 12.50%  

Receivables 17,457 12,768 36.72%  

Cash 14,029 33,896 -58.61%  

Payables 51,305 45,166 13.59%  

Net Assets 191,643 171,025 12.06%  

 

Stock Data  

Price N80.40
52 week range    N66.50– N136.73
Market Cap. (N'm)  354,095.75
1-month Avg. Vol  804,114
Curr. PE  9.9x

Bloomberg Ticker   WAPCO:NL 

Reuters Ticker   WAPCO.LG

Lafarge Africa Plc- Share Price Trend 
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Philip Anegbe 

philip.anegbe@arm.com.ng 
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Price pressures, and production outages at Ashaka a

revenue slowdown 

• Lafarge’s Q4 14 revenues declined 10.5% YoY to 

volume contractions in South Africa (-21%) and Ashaka (

Nigeria, which also led to marginal decline (

revenues in the period. The pricing pressures emerged as Lafarge adjusted prices lower 

in response to Dangcem’s ~9% and 14% price decreases in September and November 

2014. Management links volume weakness at Ashaka to disruptions followi

Haram’s invasion of its Gombe plant in Q4 14 as well as routine plant maintenance. 

On the South African front, volume decline was a consequence of frequent power 

outages, stoppages of kilns and slowing industry volume growth.

 

Figure 1: FY 14 Volume 

Source: Company financials, ARM Research 

 

Tamer pricing offsets improved energy mix to drive margin compression

• In contrast to the wider drop in revenues, COGS was largely flat (

billion) with gross profits declining 29.3% YoY to 

Lafarge’s energy mix over the quarter. Gas utilization rose to ~90% at WAPCO while 

coal utilization at Ashaka and LSAH remained firmly in the neighborhood of 70%. In 

addition, management reported that alternative fuel usage rose

and production outages at Ashaka and LSAH underpin 

Lafarge’s Q4 14 revenues declined 10.5% YoY to N46 billion weighed down by 

21%) and Ashaka (-6%) and pricing pressures in 

Nigeria, which also led to marginal decline (-2% YoY to N23.5billion) in WAPCO’s 

revenues in the period. The pricing pressures emerged as Lafarge adjusted prices lower 

in response to Dangcem’s ~9% and 14% price decreases in September and November 

2014. Management links volume weakness at Ashaka to disruptions following Boko 

Haram’s invasion of its Gombe plant in Q4 14 as well as routine plant maintenance. 

On the South African front, volume decline was a consequence of frequent power 

outages, stoppages of kilns and slowing industry volume growth. 

 

Tamer pricing offsets improved energy mix to drive margin compression 

In contrast to the wider drop in revenues, COGS was largely flat (-0.1% YoY to N33 

billion) with gross profits declining 29.3% YoY to N13billion despite improvement in 

Lafarge’s energy mix over the quarter. Gas utilization rose to ~90% at WAPCO while 

coal utilization at Ashaka and LSAH remained firmly in the neighborhood of 70%. In 

addition, management reported that alternative fuel usage rose to 8% (2013: 3%) and 



 

 

hinted at efficiency at WAPCO’s Wartsilla plant in Ewekoro, which has traditionally, 

being the company’s least cost efficient plant. However, as earlier stated, lower pricing 

relative to 2013 resulted in gross margins shrinking 7.5pps YoY to 28.2%.  On an FY 

14 basis, the energy gains helped drive COGS 1% lower YoY to N137billion and gross 

margins 60bps higher YoY at 33% (Gross profits: +2% YoY to N68 billion) 

 

• Tracking the declines in top-line, Q4 14 operating expenses declined 13.5% YoY to 

N6 billion which management notes was supported by savings on partnerships with key 

distributors and utilization of more efficient trucks. However, gains from lower OPEX 

were offset by fourfold jump in other operating loss of ~N2.1 billion (Q4 13: N460 

million) which led to Q4 14 EBIT declining 56.5% YoY to N4.6 billion. 

Corresponding EBIT margins shrank 10.7pps YoY to 10.1% largely reflecting pass 

through from gross margin contraction.  

 

• On an FY basis, EBIT declined 34% YoY to N44billion largely reflecting base effects 

from 2013 when LSAH’s disposal of PAC boosted other income with related margins 

11pps lower at 33%. 

 

Naira devaluation exacerbates earnings pressures via UNICEM’s dollar 

loans 

• Lafarge reported net finance income of N1.8 billion vs. net finance charges of N772 

million in 2013 which reflects continued deleveraging at WAPCO (which underpinned 

50% YoY decline in group debt levels to N14billion) and cash generation of N49 

billion on consolidation of UNICEM which bolstered finance income to N2.5 billion 

(vs. N1.4billion as at Q4 13). Nonetheless, Lafarge reported a N2.4billion share of loss 

from its UNICEM associate which was adversely impacted by the USDNGN 

devaluation given its sizable dollar loans. Consequently, Q4 14 PBT and PAT declined 

59.7% and 61.6% YoY to N4 billion and N3.8billion respectively with related margins 

both contracting 11pps YoY to 8.7% and 8.2% respectively.  

 

Tame revenue outlook and rising sovereign yields drive moderation in FVE   

• Overall, revenue growth was negatively impacted by softer pricing in Nigeria and 

operational issues at Ashaka and LSAH units. On this front, the weaker macro-picture 

following oil price declines pose pressure points to revenues in Nigeria as depressed 



 

 

capital expenditure which constitutes 20% of non-residential construction should drive 

a moderation in industry volumes. Similar concerns persist in South Africa where 

electricity shortages continue to present challenges to economic growth and factory 

output for LSAH. Nonetheless, impact of volume slowdown on revenues should be 

moderated by upside in cement prices on the heels of naira devaluation. Whilst 

improving energy mix raises scope for pass-through from benign gross margins, tepid 

outlook for USDNGN over 2015 continues to pose downside risks to Lafarge’s 

earnings given UNICEM’s large FX loans. Our blended FVE for Lafarge which is 

arrived at from weighted average of estimates for intrinsic value obtained using DDM, 

FCFE, and relative valuation techniques assuming dividend pay-out ratios of 46%, risk 

free rate of 14.5%, a market risk premium of 5% and beta of 0.98 comes to N79.93. 

Lafarge trades at current P/E and P/B of 9.9x and 1.79x relative to 14.61x and 2.88x 

for Bloomberg regional peers with last trading price at a 1% discount to our FVE 

implying a UNDERWEIGHT recommendation on the stock. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

Summary of forecasts 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

 
 
 

 
 

 
 

 
 

 
 

 
 

 
 
Source: Company financials, ARM Estimates 

 

 

 

 

Income Statement ('BILLION) 2014A 2015A 2016E 2017E 2018E 

Revenue 206 203 208 213 231 

COGS 137 124 125 126 134 

Gross Profit 68 79 83 87 97 

Operating Cost 23 28 28 32 29 

Operating Profit 44 51 56 57 68 

Finance Income 3 2 2 2 2 

Finance expense 4 3 3 3 3 

PBT 64 41 50 55 55 

Tax 7 12 15 17 20 

PAT 58 29 35 38 35 

      

Balance Sheet (‘BILLION)      

Assets 2014 2015A 2016E 2017E 2018E 

 Fixed Assets  209 208 208 209 209 

 Stocks  24 17 17 19 23 

 Trade debtors   17 16 19 19 21 

 Cash and other bank balances   14 26 47 78 105 

 Total Assets 306 309 333 366 398 

 Liabilities       

 Trade Creditors  51 54 54 62 64 

Non-current Liabilities 55 46 48 51 54 

Total liabilities  114 97 99 111 118 

Shareholders' fund  192 212 233 254 280 

      

Key Ratios 2014 2015A 2016E 2017E 2018E 

EPS 10.16 9.27 8.92 9.12 7.52 

BVPS 7.99 6.04 5.19 4.64 3.49 

P/E 11% 12% 12% 11% 12% 

EV/EBITDA 19% 19% 18% 16% 18% 

ROA 17% 19% 19% 18% 20% 

ROE 7.87 8.67 9.01 8.82 10.70 

      

      

            

            

      

      

      

      

      

      

      

  

  

  

  

  



 

 

 

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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