
 
 

 
 

Yanbu Cement 

2Q2014 – First Look 

Buy                                                               12-Month Target Price SAR 84 

Margins Expand 

Yanbu Cement (YCC) reported 2Q results yesterday after market close. Net income at SAR 241 
million is down -12% Y/Y but up +17% Q/Q and slightly ahead of our SAR 231 million 
expectations. The tough operating environment for cement producers has continued in 2Q led 
by lower demand as construction projects have stalled. YCC has recovered well over 1Q and is 
relatively better placed in the western part of the country. Our SAR 84 target price remains 
intact along with a Buy recommendation. 

Gross profit down -19% Y/Y 

Although revenues have not been reported, we expect topline to be between SAR 460 million 
and SAR 470 million. Gross profit at SAR 238 million is down -19% Y/Y on account of a decline 
in revenues and a contraction in gross margins from 61% in 2Q2013 to around 55% this 
quarter. The +7% rise in Q/Q gross profit is on the back of close to +6% rise in sales and an 
expansion in margins of 300 bps. After a low of 48% in 4Q2013, we see a gradual 
improvement in margins. However, until demand resurges to normal levels, we are unlikely to 
return to a 60% gross margin environment.  

Imports are starting to dry-up 

Opex has come down to SAR 9 million for the quarter versus SAR 11 million in 1Q. Operating 
profit is down a substantial -20% Y/Y to SAR 229 million while EPS has come off to SAR 1.53 
for the quarter, -12% Y/Y. Nonetheless, we are happy to see an upward trend in Q/Q EPS since 
3Q2013 from SAR 0.89 reaching SAR 1.53 this quarter as volumes go up but more so on 
gradual expansion in margins. The Company has cited higher cost of imported clinker as one of 
the reasons for a Y/Y decline in bottom line partly offset by increased other income due to 
compensation received from one of its contractors. Imports have dried up as inventory levels 
have risen. May clinker imports were reported at just 47k tons versus 833k tons in January.  

Better placed due to location 

Construction projects in the western region have not stalled as much as in the central region as 
developments in Makkah and Madinah are both time sensitive and high profile. Yanbu has thus 
benefitted from a more stable demand as it is located in the western part of the country. 

17% upside, 6%+ dividend yield 

Trading at an attractive 12.6x 2014E PE and offering a 17% upside to our 2014-end target 
price of SAR 84 target, we maintain our Buy rating. Over 6% dividend yield plus a more stable 
demand environment as against peers supplement our case.  

 

 
Key Financials 

FY December 31 (SAR mln) 2013A 2014E 2015E 2016E 

Revenue  1,620 1,723 1,749 1,836 

Gross Profit 885 977 992 1,056 

Net Profit 821 898 913 974 

EPS (SAR) 5.21 5.70 5.80 6.19 

Net Margin 51% 52% 52% 53% 

DPS (SAR) 4.00 4.50 4.75 5.00 

Payout Ratio 77% 79% 82% 81% 

ROAE 23.3% 24.2% 23.5% 23.9% 

ROAA 17.6% 18.7% 18.7% 19.3% 

EV / EBITDA 11.0x 11.0x 10.8x 10.0x 

P / E 13.8x 12.6x 12.1x 11.6x 

P / CFPS 21.9x 19.9x 18.3x 16.3x 

P / B 3.2x 3.1x 2.9x 2.8x 

July 07, 2014 

Expected Total Return 

Price as of July-6, 2014 71.94 SAR  

Upside to Target Price 16.8% 

Expected Dividend Yield 6.3% 

Expected Total Return 23.1% 
 

Market Data 

52 Week H/L  SAR 80.75/63.50 

Market Capitalization SAR 11,331 mln 

Enterprise Value SAR 11,472  mln 

Shares Outstanding  157.5 mln 

Free Float  58.8% 

12-Month ADTV (000) 205 

TASI Weight 0.6% 

Reuters Code 3060.SE 

Bloomberg Symbol YNCCO AB 
 

1-Year Price Performance 

 
Source: Bloomberg 

 

 YCC TASI TCEM 

July-6-2014 71.94 9,752 7,954 

Total Change 

6-months 1.5% 13.3% 13.1% 

1-Year  0.4% 26.4% 15.1% 

2-Year  41.8% 42.2% 

3 

29.2% 
 

 

2Q2014 

SAR (mln) Actual 

RC 

Forecast 

Gross Profit 238 249 

Net Profit   241 231 

EPS (SAR) 1.53 1.46 
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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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