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H1 23: Dangote Cement 

Sufficient room for growth in volumes.  
 

Dangote cement’s Revenue in H1 was impacted by the current inflationary 
pressures, FX depreciation and supply chain disruptions as its group volumes 
declined 5.5% y/y to 13.4m MT in H1 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 17.7% y/y in H1 2023.  Net 
Income was N178.6bn in H1 2023, a 3.8% y/y growth compared to H1 2022. 
 

 The company’s management noted that the Naira cash crunch and the distortion 
of trading days caused by the general elections affected production volumes in 
H1 2023. Given its sizable market capacity, we believe that Dangote cement is 
well positioned to meet increased demand when industry volumes pick up. We 
are also optimistic that production volumes in the Pan-African region will 
increase as the commencement of operations in the 0.4Mta grinding plant in 
Ghana was announced and the 1.5Mta grinding plant in Cote d’Ivoire is in its final 
stages. 
 

We forecast price growth of 15%, which will be the main driver of the group’s 
topline performance for 2023e while we expect a marginal increase in volume 
growth of 5% due to the identified concerns. We have a price target of N428.36/s, 
with a BUY recommendation, our price target implies a 15.8% upside potential 
from the last closing price of N369.8/s. We arrived at our target price using a 
blend of DCF and Relative valuation in the ratio of 50:50. 
 
Dangote Cement (N'm) H1 2023 H1 2022 y/y Q2 2023 Q1'2023 q/q

Revenue 950,832 808,037 17.7% 544,110 406,722 33.8%

Cost of sales (ex dep) (332,032) (280,873) 18.2% (192,016) (140,016) 37.1%

Gross profit 618,800 527,164 17.4% 352,094 266,706 32.0%

Selling and marketing expenses (146,532) (125,493) 16.8% (81,285) (65,247) 24.6%

Administrative expenses (ex dep) (40,012) (30,729) 30.2% (23,053) (16,959) 35.9%

Other income 11,057 1,601 590.6% 9,580 1,477 548.6%

EBITDA 443,255 372,893 18.9% 257,547 185,708 38.7%

Depreciation and Amortization (63,219) (54,772) 15.4% (34,378) (28,841) 19.2%

EBIT 380,036 318,121 19.5% 223,169 156,867 42.3%

Net finance income/(expense) (33,217) (12,574) 164.2% (33,217) (12,257) 171.0%

Gains/loss on Monetary assets 6,670 0 n/m (5,333) 12,003 -144.4%

Net FX loss (113,626) (40,657) 179.5% (103,837) (9,789) 960.8%

Profit/ (loss) before tax 239,863 264,890 -9.4% 93,039 146,824 -36.6%

Tax credit/(expense) (61,260) (92,786) -34.0% (23,937) (37,323) -35.9%

Profit/ (loss) after tax for the period 178,603 172,104 3.8% 69,102 109,501 -36.9%

Net income attributable to equity holders 178,603 172,104 3.8% 69,102 109,501 -36.9%

Basic EPS (N) 10.39 10.10 2.9% 3.95 6.44 -38.7%

Margins: H1 2023 H1 2022 y/y Q2 2023 Q1'2023 q/q bps

Gross margin 65.1% 65.2% -0.25% 64.7% 65.6% -1.32%

EBITDA 46.6% 46.1% 1.02% 47.3% 45.7% 3.67%

PBT 25.2% 32.8% -23.05% -4.4% -11.5% -61.69%

Net margin 18.8% 21.3% -11.81% 12.7% 26.9% -52.83%  

Source: Company data, CSL Research 

Recommendation    Buy 

Target Price N428.36 

Closing Price N369.80 
*Price as of 01 September 
 

Key data 

Year to December, Nbn 

 2022 2023e 2024e 2025e 

Sales 1618.3    1968 2203 2448 

EBITDA 706.2 930.0 1048.9 1172.2 

EBIT 585.8 812.6
9 

929.9 1049.2 

PBT 524.0 789.5 932.9 1043.9 

Net Profits 382.3 536.8 633.8 709.9 

EV/EBITDA 7.8 5.2 4.6 4.1 

PE 13.2 13.4 9.5         8.1        
8.1 

Dividend Yield 6.7% 6.4% 9.5% 8.1% 

Market cap. N5.1tn (US$122.2bn) 

Free float 11.8% 

Bloomberg DANGCEM NL 

Reuters DANGCEM.LG 
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Price increment drives revenue growth 
 

Dangote Cement reported a double-digit increase in Revenue, up 17.7% y/y to 
N950.8bn in H1 2023 from N808bn in H1 2022 based on its recently released H1 2023 
results. On a q/q basis, performance was impressive, as Revenue was up 33.8% q/q to 
N544.1bn in Q2 2023 from N406.7bn in Q1 2023. We note that there was a slight 9% 
increase in volumes in Q2 2023, which we attribute to the firm’s pan-African 
operations. Y/y, Revenue growth was price-induced amidst a decline in volume 
growth in H1 2023. Specifically, Revenue from the Nigerian operations decreased by 
0.7% y/y to N618.5bn in H1 2023 from N622.9bn in H1 2022, due to a significant y/y 
decrease in volume (down 13.2% to 8.1m MT). The management attributed the 
decline in local production volumes to the naira cash crunch and the distortion of 
trading days caused by the general elections witnessed in Q1 2023.   
 

However, we believe additional volumes from its Planned 6Mta Itori Plant would help 
improve production volumes and support the firm’s earnings. In our view, further 
increases in price would be necessary to protect profit margins in H2. This makes us 
estimate a 15% y/y growth in price per tonne for the year while projecting a 5% y/y 
volume growth. Overall, we expect Revenue from the Nigerian operations to increase 
by 15% y/y to N1.5tn in FY 2023 from the N1.2tn recorded in FY 2022.  
  

Though the Pan African region also raised prices in the review period, Revenues was 
also boosted by a 11.3% increase in volume growth, which led to the 81.8% y/y 
increase in Revenue to N336.3bn in H1 2023. According to the management, volume 
growth was driven by Ethiopia, Senegal, Cameroon, Congo and Zambia operations. It 
was noted that there was capacity maximization in its Senegal, Ethiopia and 
Cameroon operations.  Going forward, we are optimistic of an increase in production 
volumes in the in the Pan-African region. The management noted that its 0.4Mta 
grinding plant in Ghana has commenced operations and the company is at  an 
advanced stage in the deployment of 1.5Mta grinding plant in Cote d’Ivoire. This 
makes us believe that the pan Africa region production volumes will maintain its 
uptrend in H2 and continue  to support Revenue. Consequently, we forecast 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% y/y in FY 2023. All in, we forecast the FY 2023 Group Revenue to grow by 
26.0% y/y to N1.9tn. 
 
Cost pressures on the horizon 
 

Cost of Sales (adjusted for depreciation) was up by 18.2% y/y to N332bn in H1 2023. 
The y/y growth in Cost of Sales (adjusted for depreciation) was mainly driven by other 
production expenses (79% y/y). Also, marginal increases in fuel & power consumed 
(+5.9% y/y) and Plant maintenance cost (+16.6% y/y) contributed to the rise in Cost of 
Sales. The significant growth in Cost of Sales despite a 5.5% decline in sales volume 
points to cost pressures from inflation, FX depreciation, energy disruptions, and 
supply chain bottlenecks. Overall Gross profit increased by 17.4% y/y to N618.8bn in 
H1 2023 from N527.1bn in H1 2022. Similarly, on a q/q basis, Gross Profit increased by 
32% to N352bn in Q2 2023 from N266.7bn in Q1 2023. Gross margin shrunk by 0.25% 
y/y to 65.1% in H1 2023 from 65.2% in H1 2022.  
 
EEBITDA increased by 18.9% y/y to N443.2bn in H1 2023. Consequently, EBITDA 
margin grew by 1.02% to 46.6% in H1 2023 from 46.1% in H1 2022. The pressure on 
EBITDA margin stems from the 16.8% y/y and 30.2% y/y growth in Selling & 
Distribution Expenses (adjusted for depreciation) and Administrative Expenses 
(adjusted for depreciation).  
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Going forward, we expect EBITDA Margin to remain stable, driven by Revenue 
growth and continued cost containment measures. Though inflationary pressure on 
energy costs remains a downside risk, we expect the gradual shift to alternative fuel, 
which the company is exploring for an optimal energy mix, to provide respite. 
Overall, we estimate EBITDA of N930bn in 2023, which translates to an EBITDA 
Margin of 47.3% in 2023 compared to 43.8% for FY 2022. 
 

Net Finance Cost increased by 164.2% y/y to N33.2bn in H1 2023 from N12.57bn in H1 
2022. While Finance Cost was up 42.9% y/y to N49.4bn, Finance Income was down by 
26% y/y to N16.2bn. We note that the recent devaluation of the Naira led to a steep 
179.5% increase in FX losses to N113.6bn as the company revalued its liabilities. This 
dragged Pre-Tax profit down by 9.4% y/y to N239.8bn in H1 2023 from N264.8bn in 
H1 2022.  
 

We note that the company is currently enjoying a tax holiday, thus we saw a 34% y/y 
decrease in Tax Expenses resulting in a 3.8% y/y growth in Net Income to N178.60bn 
in H1 2023 from N172.1bn in H1 2022. Overall, Earnings per Share settled at N10.39/s 
in H1 2023 compared with N10.10/s in H1 2022.  
 

Valuation  

We have a price target of N428.36/s, with a BUY recommendation, our price target 

implies a 15.8% upside potential from the last closing price of N369.8/s. We arrived at 

our target price using a blend of DCF and Relative valuation in the ratio of 50:50.  
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Dangote Cement Forecasts, Nm 

 
Source: Company, CSL estimates 
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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. 
 

http://www.fsa.gov.uk/register/home.do
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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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