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           Sector concerns not quite over 

• Total Nigeria Plc recorded a 7% YoY growth in H1 13 

revenues to N117 billion. However, Q2 13 surprisingly 

dipped 4% YoY (-8% QoQ) to N56.2 billion, 11% and 

15% short of our and the company’s forecast, 

respectively. We had expected Q2 to continue the 

recovery trend we saw in Q1, where volumes were up 

20% YoY, but its seems protracted delays in subsidy 

disbursement caused Total to cut PMS import volumes, 

possibly in reaction to the effect of finance charges on its 

bottom line. Indeed, this implies that our expectation 

that industry reforms will lead to quicker payment (in 

turn more volumes for major players) is yet to 

materialise, with Total reporting N8.7 billion (N6.0 in 

Q1) subsidy payments outstanding as at the end of H1 

13. 

• Nonetheless, reflecting the impact of rising contribution 

from higher margin lubes (which rose 2.6% YoY to 

N7.2 billion) and lower YoY input cost, Q2 13 gross 

profit rose 14% YoY (+1.6% QoQ) to N7.8 billion on a 

7% YoY drop in COGS to N48.4 billion. Consequently, 

GM expanded 230bps YoY (+130bps QoQ) to 13.9%, 

(vs. the 12.6% implied in our forecast) which, notably, is 

ahead of Mobil’s 13.7%.  

 

Income Statement Data  
 2013- H1’m  2012 –H1’m %chg

Revenue 117,294 109,838 6.7%
PBT 3,902 4,466 -13%
Tax    (1493)  (1542) -3.1%
PAT 2,409   2,923 -18%

Balance Sheet Data   
  2013-H1’m  2012 -FY %chg 

 

Fixed Asset      18,647    18,864 -1.1% 

Stocks    19,156   24,504 -22% 

Trade Debtors   30,995   26,244 18% 

Cash 1,050     3,347 -69% 
Trade Creditors 35,933 44,531 -19% 
Net Assets     13,711     11,301 21% 

 
Stock Data 

Price N159.00
52 week range   N117 – N180.00
Market Cap. (N'm)  53,983
1-month Avg. Vol  92,250
Curr. PE 12.9x
Bloomberg Ticker  TOTAL NL
Reuters Ticker                        TOTAL.LG
Total Nigeria Plc - Share Price Trend 
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• Nevertheless, a 23% YoY (-10% QoQ) surge in SD&A expenses to N5.3 billion 

and an 81% YoY drop in other income (to N43 million drove a 7% YoY drop in 

operating profit to N2.6 billion, with corresponding margins contracting 20bps 

YoY to 4.5% (+60bps QoQ). While lower volumes drove a 4.1% YoY (7% QoQ) 

decline in distribution expenses to N1.1 billion, higher bad debt provisioning, 

branding related expenses and increased wages, pushed administrative expenses 

30% YoY (1% QoQ) higher to N4.2 billion.  

         

Again, interest charges crimps profitability 

• With Total financing 100% of working capital with short term borrowings, 

challenges with PSF disbursements drove Q2 debt 80% higher YoY to N16 

billion, causing a 66% YoY rise in interest expense to N569 billion though 

effective interest rate contracted 300bps to 13%. Consequently, mirroring Q1,  

PBT and PAT dropped 20% and 26% lower to N2 billion and N1.3 billion 

respectively – 12% and 26% shy of forecast – with corresponding margins 

contracting 60 bps to 3.6% and 2.2%.   

 

                      Figure 1: Impact of finance charges on Total’s profitability margins 

 
Source: Company financials, ARM Research 
*H1 finance charges annualised 
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PSF regime weighs on medium term outlook   

• Despite claims of a better managed scheme, the evidence of PSF payment delays 

again clouds our outlook for the sector.  In particular, we expect Total to push 

gasoline volumes cautiously to cull interest expense, and  trim our Q3 13E revenue 

forecast 3.6% lower to N56.5 billion (flat YoY and +1 QoQ) while we now expect 

FY 13E revenues to come in 4% lower at N232 billion. More importantly, our 

medium term outlook is now more bearish with forecast revenue CAGR (2013-

2017) down 200bps to 4%.  

 

• Correspondingly we lower our Q3 13E COGS estimate to N49.4 billion, yielding a 

9% YoY increase in gross profits to N7.1 billion (3% lower QoQ), reflecting the 

impact of greater contribution from higher margin segments. Forecast GM rise to 

12.6%, (100bps lower QoQ), which matches the trailing 8 quarters average.  

 

• Despite lower volumes YoY, Q3 13E SD&A is up 3% YoY to N5.1 billion, 

reflecting higher SD&A ratio of 9% in line with H1 trends, but 100bps higher than 

2012 ratio on account of additional administrative expenses – in particular payroll 

and rebranding cost.  Lowering our “other income” forecasts to match H1 13 

average, led to a 13% decline in our operating income to N2.1 billion, 4% higher 

YoY, with corresponding margins in line with 8 trailing quarters average of 4%.  

 

• Given our view on a possible slowdown in gasoline imports, we expect to see 

lower short term borrowing from N17 billion at the end of Q2, forecasting 30% 

YoY (23% QoQ) lower interest expense of N469 million, which nevertheless is 

twice pre-2012 quarterly levels.  Net revisions dragged our Q3 13E PBT and PAT 

22% lower from previous forecast to N1.6 billion and N1.1 billion, with both 

margins shrinking 70bps and 50 bps to 3% and 2%, which compares to an 

average of 3.3% and 2.2% over the last 8 quarters. Our earnings CAGR over the 

next 5 years is down 4pps to 10%, which largely reflects increased earnings in 

2014 on account of possible declines in finance charges as debt reduces.  

 



 

 

 

Bearish medium outlook weighs on valuation  

Adjustments resulted in 17% decline in our FVE to N180.30, which is a 13% 

premium to the current price of N159.00. Total trades at a current and forward 

P/E of 12.9x and 9.3x vs peer average of 9.0x and 9.7x, respectively and P/B of 

4.7x relative to comparable average of  3.5x, a premium we believe is justified in 

having weathered 2012 challenges better than most players. Nonetheless, renewed 

concerns on PSF administration, and more importantly, diminished chances of 

deregulation in the eve of the election cycle, dims our medium term outlook. We 

downgrade our rating on the sock to a NEUTRAL.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

Summary of Results and Forecasts 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company financials, ARM Estimates 

 

 

 

 

 

QUARTERLY           

Income Statement ('mln) 
Q2 

2013A 
Q3 

2013F 
Q4 

2013F 
Q1 

2014F   

Turnover 56,246 56,548 58,866 60,586  

COGS (48,403) (49,395) (51,314) (52,528)  

Gross Profit 7,843 7,153 7,552 8,058  

Operating Costs (5,336) (5,110) (5,303) (5,338)  

Operating Profit 2,577 2,125 2,293 2,847  

Profit Before Taxation 2,051 1,678 1,986 2,554  

Taxation (788) (554) (655) (817)  

Profit After Taxation 1,263 1,124 1,330 1,737  

            

            

ANNUAL           

Income Statement (mln) 2012A 2013F 2014F 2015F 2016F 

Turnover 217,844 232,709 242,343 252,160 262,112 

COGS (191,632) (202,439) (210,955) (219,220) (227,541) 

Gross Profit 26,211 30,269 31,389 32,940 34,572 

Operating Costs (18,564) (21,177) (21,811) (22,568) (23,328) 

Operating Profit 8,671 9,432 10,083 10,879 11,774 

Profit Before Taxation 7,098 7,486 8,999 9,666 10,549 

Taxation (2,427) (2,470) (2,969) (3,190) (3,481) 

Profit After Taxation 4,671 5,015 6,030 6,476 7,068 

            

Balance Sheet ('mln)           

Fixed Assets 18,864 21,040 23,070 24,944 26,649 

Stocks 26,244 27,925 29,081 30,259 31,453 

Trade Debtors 26,244 37,923 39,488 41,062 42,654 

Creditors 44,532 50,274 50,348 53,290 54,719 

Net Assets 11,302 12,598 14,411 15,975 17,743 

            

Key Ratios           

Operating Margin 4% 4% 4% 4% 4% 

Net Margin 2% 2% 2% 3% 3% 

P/E 12.5 10.7 8.0 7.5 6.8 

P/BV 5.2 4.5 3.8 3.4 3.0 

P/Sales 0.3 0.2 0.2 0.2 0.2 

       

       

       

       

  
  



 

 

 

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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