Bamburi Cement Earnings Update
Bamburi Cement released FY2018 results, recording a 69% decline in
its profit after tax mainly on account of higher operating costs.

Date: 15th April 2019
FY18 EPS: 2.45

Key highlight:

Stronger sales growth in 2H18: In 2H18, turnover was up 8%
supported by increased production following the completion
the first phase of the expansion project which increased
cement capacity by 1.7mt in both Kenya and Uganda.

P/E: 8.1 x
ROA: 1.3%
ROE: 2.1%





20% yoy increase in 2H18 operating costs: Increased capacity
was accompanied by higher costs which lead to an operating
loss in 2H19. Management attributed this increase to higher
energy costs, imported clinker and raw material input prices.
Operating profit is likely to remain low as the company’s fixed
cost have increased as a result of the capacity expansion while
utilization rates are likely to be low due to muted cement
demand growth. Due to increased capacity, demand for
imported clinker has also risen (as the increased cement
production depends on imported clinker) which will negatively
impact the company in the current environment of rising
clinker prices.
Kenya cement consumption growth expected to remain
muted: According to official figures from KNBS, the country’s
cement production was down 3% (versus a 7% decline in
2017) while consumption was up 1% (versus a 7% decrease in
2017). This is a trend that is likely to continue into 2019 as the
latest figures (January) show a decrease in both consumption
and production.
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Tough operating environment in Uganda: Difficulties experienced at the
Uganda/Rwanda border have impacted exports to Rwanda. The conflict
between the two countries can be summed up as: Rwanda accuses Uganda of
sheltering rebels, while Uganda accuses Rwanda of planting spies in its
security departments. This has negatively affected revenue as in 2017, c.30%
of total cement volumes were exported to Rwanda where cement prices are
higher.

2019 Outlook
The business is likely to continue to struggle in 2019. Competitive pressures are
expected to be maintained which could exert downward pressure on Cement prices.
Costs are likely ton remain elevated as global clinker prices have risen in the first few
months of the year. This tend could, however, reverse later on in the year as there
is currently an oversupply in the market.
In Kenya, cement demand growth is expected to remain muted as the property
market slows down and government spending on key infrastructure projects
reduces. Meanwhile, costs are likely to remain elevated due to high coal and
electricity prices.
The Uganda’s performance is likely to deteriorate further in 1H19 as the border
issues intensify. The relationship between the two countries has worsened in 2019
and Rwanda went as far as closing its main border with Uganda.

Income Statement (KES Mn)
1H17

Turnover

2H17

2017

1H18

2H18

2018

Growth
YoY

18,589

17,385

35,974

18556

18,706

37,262

3.6%

-15,933

-15,812

-31,745

-17392

-19,035

-36,427

14.7%

Operating Profit

2,656

1,573

4,229

1164

-329

835

-80.3%

Finance income

35

115

150

-393

496

103

-31.3%

-28

-235

-263

-49

-209

-258

-1.9%

7

-120

-113

-442

287

-155

37.2%

2,663

1,453

4,116

722

-42

680

-83.5%

-824

-1,319

-2,143

-323

257

-66

-96.9%

1,839

134

1,973

399

215

614

-68.9%

Total operating costs

Finance costs
Finance costs net
Profit before tax

Taxation
Profit for the year
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