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Pan African operations to the rescue.

Dangote Cement’s operations were affected negatively by the election
uncertainty and cash unavailability which impacted business operations in Q1
2023. The company also noted that the significant FX devaluation in Q2 2023 also
hampered sales volumes. Consequently, the group sales volume declined 2.3%
yly to 20.29gm MT in gM 2023. However, the combination of increases in prices
and strong volume growth from its Pan African operations came to the rescue,
resulting in Revenue growth of 28.7% y/y in gM 2023. We believe constrained
purchasing power and low CAPEX expenditure by the government continue to
affect sales volumes across the whole industry.

Dangote cement controls the largest market share in the industry (61.2%) and is
well-positioned to meet increased demand when industry volumes pick up. Also,
we are optimistic that the Pan-African region will continue to support the
company’s topline. The management announced the commencement of
operations at its 0.45Mta grinding plant in Ghana and noted that the company
has reached an advanced stage in the deployment of 1.5Mta grinding plant in
Cote d’'lvoire. Clinker export to Cote d'Ivoire is also expected to commence in
2024.

We forecast total price increase of 20%, which will be the main driver of the
group’s topline performance for 2023e (14.4% price growth ytd) while we expect a
marginal 5% increase in volume due to the identified concerns. We maintain our
price target of N428.36/s, with a BUY recommendation. We arrived at our target
price using a blend of DCF and Relative valuation in the ratio of 5o:50. Current
Price: N328/s.

Dangcem gM 2023

Nm, except mentioned otherwise 9M2023 9gM 2022 yly Q32023 Q22023 qlq
Sales 1,514,601 1,177,256 28.7% 563,769 544,110 3.6%
Cost of Sales (Ex-Dep) (560,061)  (421,607) 32.8% (228,029)  (192,016) 18.8%
Gross Profit 954,540 755,649 26.3% 335,740 352,094 -4.6%
Other Income 16,635 3,115 434.0% 5,578 9,580 -41.8%
Selling and Distribution Expenses (ex-dep) (242,241)  (198,187) 22.2% (95,709) (81,285) 17.7%
Administrative Expenses (ex-dep) (65,748) (45,351) 45.0% (25,736) (23,053) 11.6%
EBITDA 662,762 515,586 28.5% 219,507 257,547 -14.8%
Depreciation and Amortization 101,754 81,963 24.1% 38,535 34,378 12.1%
EBIT 561,008 433,623 29.4% 180,972 223,169 -18.9%
Net Finance Income/ (Cost) (70,414) (25,333) 178.0% (22,587) (33,217) -32.0%
Profit before tax 404,890 335,900 20.5% 165,027 93,039 77-4%
Tax expense (127,342)  (122,799) 3.7% (66,082) (23,937) 176.1%
Net Profit 277,548 213,101 30.2% 98,945 69,102 43.2%
Net income attributable to equity holders 270,837 209,513 29.3% 92,234 69,102 33.5%
Diluted EPS 16.08 12.41 29.6% 5.48 3.95 38.7%
Margins: 9M 2023 9M 2022 yly Q3 2023 Q22023 qlq
Gross margin 63.0% 64.2% -1.2ppts 59.6% 64.7% -5.2ppts
EBITDA Margin 43.8% 43.8% o.oppts 38.9% 47.3% -8.4ppts
PBT Margin 26.7% 28.5% -1.8ppts 29.3% 17.1% 12.2ppts
Net margin 18.3% 18.1% 0.2ppts 17.6% 12.7% 4.9ppts

Source: Company data, CSL Research
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Price increment drives Revenue growth

Dangote Cement's recently released gM 2023 results showed the company’s revenue
increased by 28.7% yly, to Ni.5itn in gM 2023 from N1.18tn in gM 2022. On a
quarterly basis, performance was resilient, as Revenue was up marginally by 3.6% q/q
to N563.77bn in Q3 2023 from N544.11bn in Q2 2023. Given a 2.4% decrease in group
sales volumes to 20.29m MT from 20.8om MT, we attribute the growth in Revenue to
price increases. Specifically, Revenue from the Nigerian operations increased by 4.8%
yly to Ng33.0bn in gM 2023 from N8go.65bn in gM 2022 and we also attribute the
growth in Revenue to price increases as we saw price per tonne increase y/y to
N77,628 from the N66,072 recorded as at 9M 2022, indicating a y/y increase of
17.49% amidst a y/y decrease in volumes (10.9% to 12.02m MT).

The company attributed the y/y decline in sales volumes to multiplier effects of
election uncertainty, cash unavailability which impacted business operations in Q1
2023, and the significant FX devaluation in Q2 2023. We believe that constrained
purchasing power and low CAPEX expenditure by the government continue to affect
sales volumes across the whole industry. We believe further price increases will be
required to protect profit margins, thus we forecast a 20% y/y growth in price per
tonne for the year (14.4% ytd price increase) while projecting a 5% y/y volume
growth. Overall, we expect Revenue from the Nigerian operations to increase by 15%
yly to N1.5tn in FY 2023.

The Pan African region recorded significant Revenue growth in gM 2023. Revenues
grew by 103.9% to N588.24bn from N288.51bn in gM 2022. The growth in revenue
reflects strong growth in sales volumes, up 15.2%, as well as strong growth in prices.
According to the management, volume growth was driven by strong performances
from Ethiopia, Cameroon, Senegal, Zambia, and Congo operations. The company's
Pan-African volume now accounts for 42% of the Group's total volume, reinforcing its
diversification strategies. It was noted that there was capacity maximization in its
Senegal, Ethiopia, and Cameroon operations. Going forward, we are optimistic
about an increase in production volumes in the Pan-African region. The management
announced the commencement of operations at the 0.45Mta grinding plant in Ghana
and noted that the company is at an advanced stage of the deployment of the 1.5Mta
grinding plant in Cote d'Ivoire. The company also noted that it will start clinker export
to Cote d'lvoire in 2024. This makes us believe that the pan Africa region's production
volumes will maintain its uptrend trajectory and continue to support Revenue
growth. Consequently, we maintain our forecasts and expect sales volume to
increase by 10% y/y in 2023 while assuming price growth of 10% y/y in the Pan-
African segment. Thus, we forecast Revenue from Pan-African operations to rise by
9% yly in FY 2023. All in, we forecast the FY 2023 Group Revenue to grow by 26.0%
yly to N1.gtn.

Cost pressures on the horizon

In gM 2023, Cost of Sales (adjusted for depreciation) increased by 32.8% y/y to
N560.06bn. A significant growth in other production expenses (86.51% y/y) drove the
yly growth in Cost of Sales (adjusted for depreciation). Increases in plant
maintenance costs (+34.32% y/y) and fuel and power consumed (+28.91% y/y) also
contributed to the increase in Cost of Sales. Gross profit climbed by 26.3% y/y to
N954.54bn in gM 2023, up from N755.65bn in gM 2022. However, on a quarterly
basis, Gross Profit fell by 4.6% to N335.74bn in Q3 2023 from N352.09bn in Q2 2023.
Gross margin fell 1.2% y/y to 63% in gM 2023, down from 64.2% in gM 2022.

Amidst the current inflationary environment and persistent Naira depreciation which
has negatively impacted operating costs, we saw the company’s operating Expenses
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(adjusted for depreciation) rise by 24.23% yly to N327.06bn in gM 2023 from
N263.28bn in gM 2022. The growth in Opex reflects the 22.2% y/y and 45% yly
growth in Selling and distribution Expenses (adjusted for depreciation) and
Administrative Expenses (adjusted for depreciation), respectively. Other Income rose
by 434% to N16.64bn in gM2023. EBITDA increased by 28.5% y/y to N662.76bn in gM
2023 from N515.59bn in gM 2022. EBITDA margin remained constant at 43.8% in gM
2023. Despite a 24.1% yl/y rise in Depreciation and amortization to N1o1.75bn, EBIT
climbed by 29.4% y/y to N561bn in gM 2023 from N433.62bn in gM 2022.

We expect EBITDA Margin to remain stable, driven by strong double-digit Revenue
growth and continued cost containment measures. Though inflationary pressures on
energy costs remain a downside risk, we expect the Okpella alternative fuel system
which is expected to be commissioned in December, and the Phase transition from
diesel power trucks to Compressed Natural Gas (CNG) to provide respite. Overall, we
estimate EBITDA of Ng30bn in 2023, which translates to an EBITDA Margin of 47.9%
in 2023.

Net Finance Cost increased by 178% y/y to N70.41bn in gM 2023 from N25.33bn in gM
2022. While Finance Cost was up 68.15% y/y to Ng1.08bn, Finance Income was down
by 28.32% y/y to N20.67bn. We note that the company recorded a Net FX loss of
Ngg.01bn, a 37.5% rise from the N72.39bn recorded in gM 2022.

Pre-tax profit was up by 20.5% y/y to N4o4.89bn in gM 2023 from N335.90bn in gM
2022. We saw a slight increase of 3.7% y/y decrease in Tax Expense, However, Net
Income grew significantly by 30.2% y/y to N277.55bn in gM 2023 from N213.10bn in
9M 2022. Overall, Earnings per Share settled at N16.08/s in H1 2023 compared with
N12.41/sin H1 2022.

We note that Dangote Cement successfully completed Tranche | of its second share
buyback program in July, repurchasing 0.72% of outstanding shares. The buyback
was exercised at an average price of ¥339.00/s. This brings the total number of
outstanding shares to 16,841 from 16,883 as of gM 2022.

Valuation

We maintain our price target of N428.36/s, with a BUY recommendation. We arrived
at our target price using a blend of DCF and Relative valuation in the ratio of 5o:50.
Current Price: N328/s.

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities and Exchange
Commission, Nigeria. CSLS is a member of the Nigerian Stock Exchange. Page3
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Dangote Cement Forecasts, Nm

Income statement 2015 2016 2017 2018 2015 2020 2021 2022 2023E 2024F 2025E 2026E
Tumover 431,725 615103 Bog,gé2 301,213 Bz b 1,034,156 138387 1,628,323 1,567,784 2203084 2,448,620 2,782,563
Cost of sales (ex-depreciation) (183,680) (272,671) (251,652) [:8,757) (31473) (g73024) (475,08 {g72.133) (652,352) {712.779) (Bags7) (909,073)
Gross profit 328,160 342,532 513,850 582,446 576,936 661,172 508,572 1,046,190 1315431 1,47031; 1,632,922 1,873,480
Totzlopex f124.285)  fape,sf)  (24.8s8)  (2m3579)  (2Bqe23) (27mecy) (1381)  (4fgfpe) (meBazy) ) (82,282 (B43448)
Otherincome 3551 10,542 5213 10,222 2,580 L4754 §221 5333 G440 5655 5773
EBT 207,822 182,453 304,208 338,608 255,893 386,922 582,832 585,876 812,578 929,995 1,045,159 1,235,807
Depreciation and Amortisstion gy 626 Bisw 56,203 56,463 Bg3k 100,766 120,390 117,428 118, 545 122,586 133,817
EBITDA 262,448 #Eeay 43501 355,356 478480 €23,558 726,266 soect  1e4Bma3 117228 13fgfag
Met interast {expen (23,528} [28785) (3848 (ge,083) (14,274) [44:542) E2533 (23028 2,125 l(z220) (22,783)
FET 188,204 284,550 300,806 250,479 373,498 538,707 524,002 789,450 532,123 1,043,978 1,223,004
Taxation {6371} (Bca42) 83,013 145.358) {57.242) 173327} {231, 651) {252,637) {23B.273) (334,073 {3a.377)
Profit aftertax 1 g 200, 276,256 8o a 5,8 5 831,65

Balance sheet 2015 2016 2017 2018 2015 2020 2021 2022 2023E 2024F 2025E 2026E
Property plant and equipment #3822 1105808 1158,438 1177833 1,210,412 135241 1,477,581 1,533,528 1632237 173,083 1858150 2,0031724
‘Othernon-cumrent asests 20141 [ cr.efs 87732 112,347 64478 22,430 35,125 18,338 18,338 18338 18338
Total non-Current assets 944,363 1,225,040  1,205,58; 1,265,635 1,322,655 1,455,713 1,500,411 1,568,643 1,651,175 1,754,027 1,877,088 2,022,662
Current Assets

Stocks [=RLE] B2,503 54,554 106,558 114 Bob 108,270 167,205 215,563 153,025 200,210 212,300 236608
Trade debtors 11,844 28,275 ELEE S 44468 1,053 ELEETS 47465 45,450 70,085 72,2] Bosgo3 48
Otherdebtors & prepayment 60,526 78,280 115,456 100,883 127,042 218,062 11722 447,145 12147 331,06C 335,427 Brayz
Dwe from related companies 1,608 2,380 4,266 5,245 1752 981 7856 7575 5643 10,724
Short term deposits - - - - - - - - - - -

= 40,732 115,653 168,387 1£E85E 123503 145838 335,843 283,843 £55.745 83,002 527838 1essesc

Total non-current assets 165,580 A 0,2 8,838 828 138 g 023,461  1,2gg 623 1,463,973 1,567,151 1,780,465
Total assets 1,110,043 1,525,104 1,665,887 1,604,463 1,730,487 2,009,857 2,373,453 2,592,204 2,046,798 3,197,000 3,446,239 3,803,327
Non-current liabilities

Deferred taxation 24,504 103162 116, BgB Biico 518541 122,580 135,003 1gi, 026 154,026 1gi, 026 1gi, 026 15,026
Long term loans 208,125 152,475 242,854 126,725 107,275 158,508 178,562 33438 187,505 202,653 221,143 235,365
Other 2 E52 23,146 4,268 3,265 4,963 132,004 12,283 15,442 17,611 17 fa1 17,611 17,611
Total Non-cument liabiities 265, 525 277,783 364,047 213, 344, 205,173 203,80 323,848 506,566 335,142 374,330 352,780 467,006
Current Liabilities
Bank overdrafts - - - - - - - - - - -
4054 Bk 7856 BEa6c 63277 56168 105,518 134,858 126,105 10147 167,605 185,756
B1c53 185, 802 152160 144,705 222,554 233220 285,706 - 404,735 481,452 503141 571757
Dues torelated companies - 1,405 2,073 2,187 1,713 1481 371 4,225 4,810
Short term debts 47,278 220,300 144,783 220,128 26063 335,011 401,353 52,378 n1,081 245126 333143 407,851
Taxation 1,285 18,220 £35m 3,223 43,571 £3.781 153385 167,571 153385 153,388 153,388 153385
Other I 18307 41,071 IcaBc 4,083 Bys60 158358 124 724 135,555 148 025 135,425 174,677
Total Current Liabilities 200, 538 525,793 520,476 455,506 531,836 825,817 1,076,483 1,021,685 1,132,383 1,241,848 1,356,536 1,459,316
EQUITY
Sharecapita 8,520 8,520 Brgao B0 B,g20 Brgao B,520 Brgao B,520 8,520 Brgao
42,43 4243 42,430 42,43 42430 42,430 42,43 42,430 4243 42430 42,430
Revenue reserve 620,500 6oL, 662 635,462 ByBfocg 776,83 775,271 BEB, 274, 565,478 1,111,573 1,284, 6cg 1450823 1,673,259
Mon controlling interest (€238} {12,325} 12630 11,486 11,257 ac,0ay 18233 24,078 28,380 12 Bag 786 43608

Total shareholders' funds B, g 81,360 86,61 g g 6 224, 8, 6 EY a2

VALUATION 2015 2016 2017 2018 2015 2020 2021 2022 2023E 2024F 2025E 2026E
Price to eamings ag Bx 20.00 o400 7. 4.3 13.3% 133% 1343 BEX Bax 7. Gax
Dividend yield 316% 4 B9 g.a% 63% 5.5 7436 7% (%) 6.4%6 E.gl 10.5% 11.8%

EV/Sales L. L. 3ax 2.8x 2% 2.6x 316x T4 5% 2.2 1.g% )

5 6x 5.g% .o [y LA 3 .6 7. 7.8x £ax 4.6 Lax 4%
12.4% a4, 000 B 7. Bx 6.8x BEx B4 Gox L. 4.EX 318x

Price to book value TS 3 g I7x 25m 3o Lax LBx L 42X 16x I 28x

Profitability ratios 2015 2016 2017 2018 2015 2020 2021 2022 2023E 2024F 2025E 2026E

Gross margin 66724 L. 73 61.8% 646% 6.7 615% &g 7% 64,.6% 66.8% 66,74 667% 67.3%

EBIT margin 42374 25.7% 37.8%6 e 336% 37.4%6 422% 36.2% 51.3% 42.2% 42.8% 4453

EBITDA margin £3.4% 51 8% 4B.2% 4B.3% 4.4 461% 45.5% 416% 547.3% 547.6% 47.5% 45.2%

PBT margin 3B.3% 25 4% 35.5% 33.4% 28.1% 361% 18.5% 32.4% 404% 2.4 42.6% 4400

Met profit margin 36.5% 23.2% 2c.4% 53.3% 22.5% 267% 26.4% 23.6% 27.3% 28.8% 25.0% 25.5%

ROA av. 17.3% 10 8% 12.8% 232% 11. 7% 1,.8% 16.6% 1c.4% 15.5% 20.6% 21.4%6 23.0%

ROCE av. 20.2% 13.0% 17.5% 253% 15 8% 15.5% 23.4% 21.2% 3n.5% 2.5% 32.4% 33.2%

ROE av. 25304 20 5% 27.2% 544.2% 21.P46 30.5% 18.5% 37.2% 46.6% B0 57 7% 45.3%

Dividend yield 35% 4 8% g.a¥ £.3% 5.5 7436 7% £.7% £.4% B33 10.5% 11.8%

Source: Company, CSL estimates

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities and Exchange
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Important Risk Warnings and Disclaimers

CSL STOCKBROKERS LIMITED ("CSLS"") is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a
member of the Nigerian Stock Exchange.

FCMB Bank (UK) LIMITED (“FCMB Bank UK"), trading in the name of ‘CSL Stockbrokers’ for its stockbroking activities, is
authorised by the Prudential Regulation Authority (PRA) and regulated by the Financial Conduct Authority (FCA) and the PRA
in the United Kingdom. The details of the authorisation can be viewed at the Financial Services Register at
http://www.fsa.gov.uk/register/home.do by entering the Firm Reference Number 502704. FCMB Bank UK is registered in
England and Wales No. 6621225.

Both CSLS and FCMB Bank UK are members of the FCMB Group (“the Group”) of Nigeria, a group of companies which also
includes First City Monument Bank Ltd.

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE YOU
TO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the
protections afforded to clients of CSLS and FCMB Bank UK. When distributing this document, CSLS, or any member of the
Group is not acting for any recipient of this document and will not be responsible for providing advice to any recipient in
relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any recipient for
providing the protections afforded to its clients.

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000 (Financial
Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made.

In the United Kingdom, this document is available only to such persons described above and persons of any other description
should not rely on this document. Transmission of this document to any other person in the United Kingdom is unauthorized
and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or if the distribution of
this document is otherwise unlawful where you are, you are required to return the document immediately to CSLS. This
document is not intended for Retail Clients in the UK.

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. This document does not provide
individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and
objectives of persons who receive it. The appropriateness of a particular investment will depend on an investor’s individual
circumstances and objectives. The investments and shares referred to in this document may not be suitable for all investors.

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary trading
positions in those shares, and may receive remuneration for the publication of its research and for other services. Accordingly,
this document may not be considered as objective or impartial. Additionally, information may be available to CSLS, or the
Group, which is not reflected in this material. Further information on CSLS’ policy regarding potential conflicts of interest in
the context of investment research and CSLS’ policy on disclosure and conflicts in general are available on request.

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but which it
has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee, representation,
or warranty as to the accuracy, reasonableness, or completeness of this information and neither CSLS or their advisors,
directors or employees accepts any responsibility or liability whatsoever (in negligence or otherwise) for any loss howsoever
arising from any use of this document or its contents or otherwise arising in connection with this document. The opinions
contained in this document are subject to change without notice and are not to be relied upon and should not be used in
substitution for the exercise of independent judgment.

Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may not
get back the full amount invested. Where an investment is denominated in a currency other than the local currency of the
recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price, or income of
that investment. In case of an investment for which there is no recognised market it may be difficult for investors to sell their
investment or to obtain reliable information about their value or the extent of the risk to which they are exposed.
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The information contained in this document is confidential and is solely for use of those persons to whom it is addressed and
may not be reproduced, further distributed to any other person or published, in whole or in part, for any purpose.
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