
 
 

 
 

Qassim Cement 

4Q2013 – First Look 

Hold                                                             12-Month Target Price SAR 92 

Higher Volumes Cushion EPS   

Qassim Cement (QCC) reported 4Q2013 results on January 7th. SAR 241 million in sales and 
SAR 147 million gross profit were -8% and -9% lower Y/Y respectively, ahead of both our and 
market expectations. Net income of SAR 135 million was reported, -5% Y/Y but up +18% Q/Q. 
Reported EPS at SAR 1.50, was ahead of our forecast of SAR 1.32 and Bloomberg consensus of 
SAR 1.33. The quarter has been impacted by a slowdown in construction activity as the 
crackdown on illegal labor was at its peak. We recommend a Hold with a target price of SAR 
92.  

Gross margins sustained Q/Q 

Sales have come in at SAR 241 million, -8% lower Y/Y but +10% higher than SAR 218 million 
in 3Q as volumetric sales have been better than expectations. QCC managed to sell 361k tons 
in December 2013, just short of 387k tons sold in December 2012. Gross profit is down -9% 
Y/Y to SAR 147 million but gross margins have sustained Q/Q at 61%. We were expecting 
similar margins but lower revenues. Opex have come inline with our expectations at SAR 8 
million while operating profit is -8% lower Y/Y to SAR 139 million.  

Net income ahead of consensus 

Net income is down -5% over 4Q2012 but is up +18% over 3Q2013 at SAR 135 million. Both 
Bloomberg consensus and our expectations were lower at SAR 120 million and SAR 119 
million respectively as sales volume were expected to be lower in December as construction 
projects were being delayed. Upbeat sales points to strong demand within the country despite 
these labor related issues and reaffirms our view of demand increase in 2014.  

Expansion can drive growth 

QCC will be constrained to grow at a rapid pace over the next five years as capacity ceiling has 
been hit. Sales volumes are likely to remain in the 4.1 to 4.3 million tons range. The next 
growth trigger will come when firm expansion plans are in place and the new 5,500 tons per 
day capacity comes online. The latest announcement by the Company at the Tadawul updated 
that several contractors have submitted bids for the proposed fourth production line. A 
decision is expected by 1H2014. 

Target price rises to SAR 92 

Trading at 13.7x 2014E PE and 11.8x EV/EBITDA, we have recently revised upwards out 
target price for 2014-end to SAR 92 from SAR 81 previously. However, the stock still falls in 
our Hold list as the market price has bloomed of late.  

 

 
Key Financials (*preliminary announced figures) 

FY December 31 (SAR mln) 2012A 2013E 2014E 2015E 

Revenue  1,048 1,051* 1,092 1,136 

Gross Profit 614 644* 678 705 

Net Profit 561 585* 615 640 

EPS (SAR) 6.23 6.51* 6.84 7.11 

Net Margin 54% 57%* 56% 56% 

DPS (SAR) 6.00 6.25 6.50 6.50 

Payout Ratio 96% 99% 95% 91% 

ROAE 28.4% 25.4% 27.4% 27.2% 

ROAA 26.0% 25.6% 27.6% 27.5% 

EV / EBITDA 12.0x 12.9x 11.8x 11.4x 

P / E 14.1x 15.2x 13.7x 13.3x 

P / CFPS 248.0x 67.8x 43.3x 29.6x 

P / B 4.0x 3.9x 3.8x 3.6x 

January 19, 2014 

Expected Total Return 

Price as of Jan-16, 2014 87.75 SAR  

Upside to Target Price 4.8% 

Expected Dividend Yield 7.1% 

Expected Total Return 11.9% 
 

Market Data 

52 Week H/L  SAR 96.00/77.75 

Market Capitalization SAR 7,898  mln 

Enterprise Value SAR 7,883  mln 

Shares Outstanding  90 mln 

Free Float  51.3% 

12-Month ADTV (000) 96 

TASI Weight 0.5% 

Reuters Code 3040.SE 

Bloomberg Symbol QACCO AB 
 

1-Year Price Performance 

 
Source: Bloomberg 

 

 QCC TASI TCEM 

Jan-16-2014 87.75 8,761 7,106 

Total Change 

6-months 0.9% 13.8% 3.1% 

1-Year  10.4% 24.5% 14.6% 

2-Year  41.5% 37.5% 

3 

34.6% 
 

 

4Q2013 

SAR (mln) Actual 

RC 

Forecast 

Gross Profit 147 132 

Net Profit   135 119 

EPS (SAR) 1.50 1.32 
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Stock Rating 

Strong Buy Buy Hold Sell Not Rated 

Expected Total Return 

≥ 25% 

Expected Total Return 

≥ 15% 

Expected Total Return 

< 15% 
Overvalued 

Under Review/ 

Restricted 
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Disclaimer 

This research document is prepared for the use of clients of Riyad Capital and may not be redistributed, retransmitted or 

disclosed, in whole or in part, or in any form or manner, without the express written consent of Riyad Capital. Receipt and 

review of this research document constitute your agreement not to redistribute, retransmit, or disclose to others the 

contents, opinions, conclusion, or information contained in this document prior to public disclosure of such information by 

Riyad Capital. The information herein was obtained from various public sources believed to be reliable but we do not 

guarantee its accuracy. Riyad Capital make no representations or warranties whatsoever as to the data and information 

provided and Riyad Capital do not represent that the information content of this document is complete or free from any 

error. This research document provides general information only. Neither the information nor any opinion expressed 

constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to 

such securities or investments. It is not intended to provide personal investment advice and it does not take into account 

the specific investment objectives, financial situation and the particular needs of any specific person who may receive this 

document. 

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other 

investment or investment strategies discussed or recommended in this document and should understand that statements 

regarding future prospects may not be realized. Investors should note that income from such securities or other 

investments, if any, may fluctuate and that the price or value of such securities and investments may rise or fall. 

Accordingly, investors may receive back less than originally invested. Riyad Capital or its officers or one or more of its 

affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related investments. 

Riyad Capital shall not be liable for any loss or damages that may arise, directly or indirectly, from any use of the 

information contained in this research document. This research document is subject to change without prior notice.” 
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