Bamburi Cement: FY2019 Financial results.

Date: 8th May 2020

Bamburi cement announced their FY19 results, recording a 37% decrease
in Profit after tax from KES 572 Mn to KES 359 Mn. The slump in Bamburi’s
earnings are as a result of higher finance costs and a nearly seven fold
increase in taxation charge.

Target Price: Under Review



Negative top-line growth underlines subdued demand for cement.
The company’s revenues declined by 1.25% as the overall cement
industry woes piled on in the year ended. Furthermore, the delay in
the construction of the second half of the Standard gauge railway as
well as as an inability to access the Rwandan market conspired to
lower revenues.



Operating profit grows despite constrained revenues. Operating
profit grew 44.13% from KES 0.78Bn to Kes 1.17Bn. The increase in
operating profit comes following the restatement of FY 2018 ,that
had previously failed to take into account cost accrual of KES 60 Mn.
Operating expenses reduced by



Profit Before Tax grows 17% from KES 0.73Bn to KES 0.62Bn. The
company faced severe headwinds in the Rwandan markets that
resulted in the discontinuation of operations and impairment of
Rwandan assets. The full-year cost of financing Hima capacity
expansion was felt as finance costs increased 150% over the period.



Discontinuity of Rwandan operations leads to a seven fold tax
increase . Tax expenditure increased by KES 321 Mn following the
suspension of Rwanda operations. The absence of the investment
deduction allowance benefit for Hima in 2019 also contributed to the
higher tax charge in 2019 due to the amortization of the associated
deferred tax asset.

52 week range: KES 45.1 to KES
125.00
Earnings Per Share: KES 1.74
Latest Results: FY2019, 0.36Bn
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Our View
The slowdown in the construction sector is likely to continue to negatively
affect Bamburi’s revenues in 2020. The additional capacity that the
company invested in, at a time when the market was slowing down, is
negatively affecting the company.
.
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Income Statement 'KES 000'

KES Millions

KES Million

31-Dec-18

31-Dec-19

% Change

36796

37262

1.27%

(35,621)

(36,178)

1.56%

Turnover
Total operating costs
Other Gains and losses

149

(208)

>100%

Impairment Losses

-207

-101

-51.21%

Operating profit

1117

775

44.13%

Finance costs net

(389)

(155)

150.97%

Profit before tax

728

620

17.42%

(369)

(48)

668.75%

359

572

-37.24%

(9)

776

>-100%

Total Comprehensive Income for the year.

350

1348

-74.04%

Earnings (basic and diluted)

1.74

2.37

-26.58%

Taxation
Profit for the year
Other Comprehensive Income(loss) net of tax

Statement of Financial Position.
KES BN
Non Current Assets
Current Assets
Current Liabilities

Cash and bank Balances

(Resrared)
2019

31-Dec-18

%Change

36993

37913

-2.4%

8986

9867

-8.9%

(7,009)

(8,020)

-12.6%

3106

2366

31.3%

(1,772)

(1,403)

26.3%

Total Assets

40304

40723

-1.0%

Shareholder Funds

28703

29576

-3.0%

Non Current Liabilities

6116

5443

12.4%

Non Controlling Interest

3429

3694

-7.2%

Long term loan

2056

2010

2.3%

40304

40723

-1.0%

Short-term borrowings

Total Equity and Non-Current Liabilities
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Though utmost care has been taken in the preparation of this report, we do not guarantee the accuracy or completeness of the information
contained herein nor will AIB Capital Ltd be held liable for the information contained herein.

The views expressed in this report are solely those of the Research Department and are subject to change without notice.
The information in this report is not an offer for the sale or purchase of any security. This document should only be considered a single factor
used by investors in making their investment decisions.

This publication may not be distributed to the public media or quoted or used by the public media without prior and express written consent of
AIB Capital Ltd.
NOTICE TO US INVESTORS
This report was prepared, approved, published and distributed by AIB Capital Limited Company located outside of the United States (a non-US
Group Company”). This report is distributed in the U.S. by LXM LLP USA, a U.S. registered broker-dealer, on behalf of AIB Capital Limited only to
major U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to
the exemption in Rule 15a-6 and any transaction effected by a U.S. customer in the securities described in this report must be effected through
LXM LLP USA.
Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory
Authority, Inc. (“FINRA”) or other regulatory requirements pertaining to research reports or research analysts. No non-US Group Company is
registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. selfregulatory organization.
Analyst Certification. Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual
analyses, that (1) the views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no
part of his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in this
report. Please bear in mind that (i) AIB Capital Limited is the employer of the research analysts responsible for the content of this report and (ii)
research analysts preparing this report are resident outside the United States and are not associated persons of any US regulated broker-dealer
and that therefore the analysts are not subject to supervision by a US broker-dealer, and are not required to satisfy the regulatory licensing
requirements of FINRA or required to otherwise comply with US rules or regulations regarding, among other things, communications with a
subject company, public appearances and trading securities held by a research analyst account.
Important US Regulatory Disclosures on Subject Companies. This material was produced by Analysis AIB Capital Limited solely for information
purposes and for the use of the recipient. It is not to be reproduced under any circumstances and is not to be copied or made available to any
person other than the recipient. It is distributed in the United States of America by LXM LLP USA and elsewhere in the world by AIB Capital
Limited or an authorized affiliate of AIB Capital Limited. This document does not constitute an offer of, or an invitation by or on behalf of AIB
Capital or its affiliates or any other company to any person, to buy or sell any security. The information contained herein has been obtained from
published information and other sources, which AIB Capital Limited or its Affiliates consider to be reliable. None of AIB Capital Limited accepts
any liability or responsibility whatsoever for the accuracy or completeness of any such information.

All estimates, expressions of opinion and other subjective judgments contained herein are made as of the date of this document. Emerging
securities markets may be subject to risks significantly higher than more established markets. In particular, the political and economic
environment, company practices and market prices and volumes may be subject to significant variations. The ability to assess such risks may
also be limited due to significantly lower information quantity and quality. By accepting this document, you agree to be bound by all the
foregoing provisions.
LXM LLP USA assumes responsibility for the research reports content in regards to research distributed in the U.S. LXM LLP USA or its affiliates
has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not received compensation
for investment banking services from the subject company in the past 12 months, does not expect to receive and does not intend to seek
compensation for investment banking services from the subject company in the next 3 months. LXM LLP USA has never owned any class of
equity securities of the subject company. There are not any other actual, material conflicts of interest of LXM LLP USA at the time of the
publication of this research report. As of the publication of this report LXM LLP USA, does not make a market in the subject securities.
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