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• Lafarge WAPCO’s (WAPCO) FY 2013 revenue rose 

12.3% YoY to N98.8 billion, with a 30% YoY drop in 

interest charges largely responsible for the 30% YoY rise 

in PBT to N27.7 billion, even as tax credit help drive 

PAT 92.1% higher YoY to N28.2 billion. 

 

• WAPCO’s proposed N3.30k dividend implies a 35% 

payout ratio and compares favourably with 2012 

dividend of N1.20k (24% ratio). 

 

            Low base flatters weak Q4 performance 

• Q4 revenues rose 35.3% YoY to N24.5 billion, with 

performance bolstered by a relatively weak Q4 12 where 

floods significantly hampered volumes as revenues 

tumbled 22% QoQ. The flat QoQ performance, 

however, paints a clearer picture of the company’s 

performance in the final quarter of the year.  Q4 

revenues imply a marginal 1% decline, which is 

surprising, given that dry weather typically supports 

construction activities and in turn cement sales. In our 

view, we believe increased competition, particularly 

from Dangote via its Ibeshe Plant seems to be weighing 

on the company’s volumes.  

 

 

 

Income Statement Data  
 2013- 12 'm  2012 - 12 'm %chg

Revenue 98,798 87,965 12%
PBT 27,715 21,264 30%
Tax 3,850 5,467 -30%
PAT 28,267 14,712 92%

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

 

PPE 125,170 128,095 -2%  

Inventory 11,736 12,933 -9%  

Cash 20,420 8,892 130%  

Payables 25,373 24,943 2%  

Net Assets 92,972 68,359 36%  
 

Stock Data 
Price N109.10
52 week range   N68– N120
Market Cap. (N'm)  327,474.56
1-month Avg. Vol       1,103,814
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Reuters Ticker  WAPCO.LG
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• Though, Q4 13 cost of sales rose a quicker 42.4% YoY to N14.8 billion, the 

weaker base alluded to earlier saw gross profits still 25.7% higher YoY at N9.6 

billion. Given intensifying competition in its core south west market, we believe 

cost pressures came from increase in freight cost as the company probably looked 

to push volumes into other regions. The impact of increased cost, however, was a 

3pps YoY contraction in GM to 39.3%, which nonetheless is 150bps above 

average over 8 trailing quarters.  

 
• Amidst increase in revenue, operating expenses surprisingly remained flat (-1%) 

YoY at N1.7 billion, boosting operating income 39.3% higher YoY to N7.9 

billion, with corresponding margins expanding 100bps to 32.3% ahead of 

 average over 8 trailing  quarters (29.2%).  We believe a moderation in staff 

redundancy cost supported opex, after the company took some charges in prior 

quarters of 2013.  

 

• In line with management guidance of reducing debt, WAPCO deleveraged 

further by ~20% QoQ to N26.1 billion in Q4 13, after a net repayment of N6.7 

billion (N5.0 billion in Q3). However, this only resulted in a mild moderation 

(1.3%) in interest expense to N1.4billion, suggesting repayment came late in the 

quarter.  Nonetheless this helped push PBT 43.8% higher YoY to N7.1billion 

with nearly N800 million in tax credit – related to its new Lakabatu plant - 

causing PAT to double in the quarter. PBT and PAT margins expanded 1.7pps 

and 10.5pps YoY to 28.8% and 31.8% respectively. 

 

• Amidst a low base, reduction in WAPCO’s loan obligation and tax credit 

bolstered 2013 performance. However QoQ trends in volumes, does raise 

concerns about the company’s ability to significantly grow revenues and thus 

express some caution on the company’s near to medium term prospects, despite 

our overall positivism on the sector in view of Nigeria’s infrastructural deficit.   

 

• WAPCO has returned ~5% YTD. The company trades at current P/E and 

EV/EBITDA of 11.6x and 11.5x relative to 15.8x and 12.5x for domestic peers. 

We have a SELL rating on WAPCO (FV: N91.40) as per our last published 

report. Our estimates are currently 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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