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HighlightsHighlightsHighlightsHighlights    
    

� RevenueRevenueRevenueRevenue    up up up up 42424242% to Kshs % to Kshs % to Kshs % to Kshs 16.216.216.216.2    bbbbnnnn    
    

� Profit before tax Profit before tax Profit before tax Profit before tax upupupup    55555555% to Kshs% to Kshs% to Kshs% to Kshs    4.54.54.54.5    bbbbnnnn    
    

� ProfitProfitProfitProfit    margin margin margin margin up up up up 2.42.42.42.4%%%%    to to to to 27.627.627.627.6%%%%    
    

� Asset turnover up from Asset turnover up from Asset turnover up from Asset turnover up from 1.01.01.01.0    in December 2008 to in December 2008 to in December 2008 to in December 2008 to 1.11.11.11.1                
    

� Local cement consumption lifts revenuesLocal cement consumption lifts revenuesLocal cement consumption lifts revenuesLocal cement consumption lifts revenues        
    

� Cost cutting initiatives raiseCost cutting initiatives raiseCost cutting initiatives raiseCost cutting initiatives raises operating marginss operating marginss operating marginss operating margins        
    

� Capex spend Capex spend Capex spend Capex spend may be funded by may be funded by may be funded by may be funded by highhighhighhigh    cash reservecash reservecash reservecash reserve        
    

� EEEEPSPSPSPS    up up up up 55555555% to Kshs% to Kshs% to Kshs% to Kshs    8.198.198.198.19        
    

� Proposed Proposed Proposed Proposed interiminteriminteriminterim    dividend dividend dividend dividend of of of of Kshs Kshs Kshs Kshs 1.501.501.501.50    yieldingyieldingyieldingyielding    1111%%%%. Books . Books . Books . Books 

closure date is closure date is closure date is closure date is 29292929thththth    SeptemberSeptemberSeptemberSeptember, 2009, 2009, 2009, 2009                                                                                                                                                                                                                                                                            
    

� Current Share Price Current Share Price Current Share Price Current Share Price is is is is down down down down 7.7.7.7.3333% to Kshs % to Kshs % to Kshs % to Kshs 151515153333.00.00.00.00    since Dec since Dec since Dec since Dec 

2008 against a 2008 against a 2008 against a 2008 against a 9.59.59.59.5% drop in the NSE 20 Index (Jan to % drop in the NSE 20 Index (Jan to % drop in the NSE 20 Index (Jan to % drop in the NSE 20 Index (Jan to SeptSeptSeptSept))))    
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General Disclaimer:General Disclaimer:General Disclaimer:General Disclaimer:    

    

The information contained herein is The information contained herein is The information contained herein is The information contained herein is 

obtained from sources, which to the obtained from sources, which to the obtained from sources, which to the obtained from sources, which to the 

best of our knowledge are reliable. As best of our knowledge are reliable. As best of our knowledge are reliable. As best of our knowledge are reliable. As 

such, we are not responsible such, we are not responsible such, we are not responsible such, we are not responsible or liable or liable or liable or liable 

for any factual errors arising thereof. for any factual errors arising thereof. for any factual errors arising thereof. for any factual errors arising thereof. 

Any opinions expressed herein are Any opinions expressed herein are Any opinions expressed herein are Any opinions expressed herein are 

ours and are bound to change anytime ours and are bound to change anytime ours and are bound to change anytime ours and are bound to change anytime 

at no notice.at no notice.at no notice.at no notice. 
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1111:: :: :: :: GENERAL REVIEWGENERAL REVIEWGENERAL REVIEWGENERAL REVIEW    OF OF OF OF BAMBURI CEMENTBAMBURI CEMENTBAMBURI CEMENTBAMBURI CEMENT    RESULTSRESULTSRESULTSRESULTS    

    

Income Statement (KSh mn)Income Statement (KSh mn)Income Statement (KSh mn)Income Statement (KSh mn)    

 H1 Jun ‘H1 Jun ‘H1 Jun ‘H1 Jun ‘08080808    H1 Jun ‘09H1 Jun ‘09H1 Jun ‘09H1 Jun ‘09    11111 

Turnover 11,447 16,199 42% 

Cost of Sales - -  

Gross Profit - -  

Operating Costs - -  

Operating Profit 2,873 4,268 49% 

Profit Before Tax 2,885 4,474 55% 

Profit After Tax 1,917 2,975 55% 

Interim Dividend 1,162 545 -53% 

Earnings Per Share 5.28 8.19  

Dividend Per Share 3.20 1.50  

Dividend Payout Ratio 60% 18%  

Profit MarginsProfit MarginsProfit MarginsProfit Margins    

Operating Margin 25.1% 26.3%  

Profit Margin 25.2% 27.6%  

Net Margin 16.7% 18.4%  
 

Strong domestic consumption drives revenue growthStrong domestic consumption drives revenue growthStrong domestic consumption drives revenue growthStrong domestic consumption drives revenue growth    
 

Turnover soared quickly by 42% driven by domestic 

market demand and improved export sales to regional 

markets. Bamburi earns about 68% of turnover from the 

Kenyan market and despite the economic downturn the 

construction sector remained the beckon of hope 

growing by 30% during the first quarter of 2009. As a 

result of this phenomenal growth Kenyan cement 

production and consumption grew 29% and 24% 

respectively during the first four months of 2009 (the 

highest growth for that respective period since 2006). 

However, gains from high revenue growth were offset 

by the major cost pressure that saw production costs rise 

by 53%. Bamburi made savings on operating costs to 

raise operating margins higher by 1.2% to 26.3%.  
 

 

    

Balance SheetBalance SheetBalance SheetBalance Sheet    (KSh mn)(KSh mn)(KSh mn)(KSh mn)    

 FY DecFY DecFY DecFY Dec    ‘08‘08‘08‘08    H1 Jun ‘09H1 Jun ‘09H1 Jun ‘09H1 Jun ‘09    11111 

Shareholders’ Funds 16,602 18,444 11% 

Non Current Liabilities 6,170 5,824 -6% 

 22222222,,,,772772772772    24242424,,,,268268268268     

Non Current Assets 18,179 19,602 8% 

Current Assets 9,976 10,466 5% 

Debtors - -  

Stocks - -  

Current Liabilities 5,383 5,800 8% 

Creditors - -  

Net Current Assets 4,593 4,666 2% 

 22222222,,,,772772772772    24242424,,,,268268268268     

RatiosRatiosRatiosRatios    

Current Ratio 1.9 1.8  

Leverage (asset/equity) 1.4 1.4  

Asset Turnover 1.0 1.1  

Interest Coverage 38.3 177.8  

Cash Ratio 6.2% 13.9%  
    

CashCashCashCash    FFFFlow Statementlow Statementlow Statementlow Statement    (KSh mn)(KSh mn)(KSh mn)(KSh mn)    

 H1 Jun ‘08H1 Jun ‘08H1 Jun ‘08H1 Jun ‘08    H1 Jun ‘09H1 Jun ‘09H1 Jun ‘09H1 Jun ‘09    11111 

Cash Generated (517) 6,462  

Net Cash Generated (1,536) 5,658  

Cash used in Investing (1,213) (2,137)  

Cash used in financing 3,061 (1,099)  

(De)/Increase in Cash 312 2,422  

Cashflow to Sales -4.5% 39.9%  
Source: Source: Source: Source: Bamburi CementBamburi CementBamburi CementBamburi Cement    PPPPublished Interim Resultsublished Interim Resultsublished Interim Resultsublished Interim Results 

Cost pressCost pressCost pressCost pressures narrow marginsures narrow marginsures narrow marginsures narrow margins    
    

Over the past few years the gross profit margin has been 

eroded from 50% in 2006 to 46% in 2008 due to higher 

costs of production in relation to turnover growth. 

During the period inflationary pressures continued to 

raise the costs of raw materials such as clinker as well as 

fuel, coal and power costs throughout East Africa. Profit 

from operations was maintained thanks to a re-modeled 

distribution strategy and a reduction in the use of 

purchased clinker in its Ugandan operation. Bamburi is 

at the forefront in the scramble to mine potential 

limestone deposits in Kenya. Although reducing power 

costs remains out of reach of most manufacturers due to 

the prevailing drought, the exploitation of these lime-

stone deposits may raise productivity by cutting costs. 
 

Gearing profile less aggressive as cash piles upGearing profile less aggressive as cash piles upGearing profile less aggressive as cash piles upGearing profile less aggressive as cash piles up    
    

A reduction in financing costs resulting from a lower 

short term borrowings as well as cash settlements from 

insurers lifted pre-tax profits. The cash ratio rose rapidly 

to 14% at a time when operating performance improved 

and several initiatives were implemented to maintain 

effective working capital management. Increases in 

capex spend and a reduction in borrowings propped up 

cash balances (expected to fund expansionary capex).  
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2222:: :: :: :: CONCLUSIONSCONCLUSIONSCONCLUSIONSCONCLUSIONS    
    
 

Positive Positive Positive Positive OutlookOutlookOutlookOutlook        
 

 

The company is banking on sustained cement consumption in the region to support EA volume sales in the future 

largely due to the residential housing and road construction sectors; however, competition from imported cement 

by foreign players in the market will begin to squeeze its market share. Production costs are expected to remain 

high given that power thermal plants will continue to bridge the power supply deficit; however, the onset of 

expected El-Nino rains augurs well as short term relief from electricity cost hikes as low-cost hydrogenation picks 

up. Bamburi’s Uganda plant is expected to become operational in 2010 and will add an estimated 480,000 tonnes in 

production capacity to meet the growing EA cement consumption (estimated at 5.1 million tonnes against Kenyan 

production of 2.4 million tonnes). The management focus in the remainder of the year will be on cost containment 

as they struggle to find an effective method of mitigating operating cost increases. Exploitation of coal deposits in 

Eastern Province of Kenya will go a long way in reducing its coal import bill and thus reduce pressure on gross 

margins. In addition to mining coal, if Bamburi can control limestone mines in Mutomo they can make crucial 

improvements in clinker production. Bamburi’s dividend policy has continued to suffer from expansion projects, 

although according to its 2008 annual report 71% of the already committed funds (amounting to Kshs4.68 bn) had 

already been disbursed for the Ugandan plant. The top four shareholders (comprising the Lafarge holding firms & 

NSSF) own about 86% of the issued shares and trading has witnessed relatively thin volumes in the recent past.  
 

Market PerformanceMarket PerformanceMarket PerformanceMarket Performance        
 
 

 
                                Source: NSESource: NSESource: NSESource: NSE    

 
 

 
                                Source: NSESource: NSESource: NSESource: NSE    

 

GLOSSARY OF TERMS USED IN DOCUMENTGLOSSARY OF TERMS USED IN DOCUMENTGLOSSARY OF TERMS USED IN DOCUMENTGLOSSARY OF TERMS USED IN DOCUMENT    
    

Gross MarginGross MarginGross MarginGross Margin – Refers to gross profits as a percentage of sales 

ProfitProfitProfitProfit    MargMargMargMarginininin – Refers to profit before tax as a percentage of sales 

Net MarginNet MarginNet MarginNet Margin – Refers to net profits as a percentage of sales 

Acid TestAcid TestAcid TestAcid Test – Refers to the ratio of highly liquid current assets to current liabilities  

Current RatioCurrent RatioCurrent RatioCurrent Ratio – Refers to the ratio of current assets to current liabilities 

Asset TurnoverAsset TurnoverAsset TurnoverAsset Turnover – Refers to the ratio of sales to total assets 

Debt Equity RatioDebt Equity RatioDebt Equity RatioDebt Equity Ratio – Refers to the ratio of borrowings to total equity 

Non Current AssetsNon Current AssetsNon Current AssetsNon Current Assets – Also known as fixed assets 

Interest CoverageInterest CoverageInterest CoverageInterest Coverage – Measures the ability of earnings to cover finance costs (a.k.a Times Interest Covered) 
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Brief ProfileBrief ProfileBrief ProfileBrief Profile  Large Shareholders as at Year End Large Shareholders as at Year End Large Shareholders as at Year End Large Shareholders as at Year End

2006200620062006 2007200720072007 2008200820082008

 Fincem Holding Limited 29.30 29.30 29.30

 Kencom Holding Limited 29.30 29.30 29.30

 Board of Trustees (NSSF) 16.68 16.68 14.98

East Africa Peer Comparison (based on 12 month earnings) - USD mnEast Africa Peer Comparison (based on 12 month earnings) - USD mnEast Africa Peer Comparison (based on 12 month earnings) - USD mnEast Africa Peer Comparison (based on 12 month earnings) - USD mn

Mkt CapMkt CapMkt CapMkt Cap TurnoverTurnoverTurnoverTurnover ProfitProfitProfitProfit ROAROAROAROA RoCERoCERoCERoCE PBVPBVPBVPBV PE (Trl)PE (Trl)PE (Trl)PE (Trl) P/SalesP/SalesP/SalesP/Sales

Bamburi Cement $731 $353 $41 13.0 15.8 3.3 17.4 2.0

East African Portland Cement $83 $111 $8 6.1 7.0 1.6 11.7 0.9

Twiga Cement (Tanzania) $218 $116 $27 25.7 34.4 2.7 8.2 1.9

Performance HistoryPerformance HistoryPerformance HistoryPerformance History 2002200220022002 2003200320032003 2004200420042004 2005200520052005 2006200620062006 2007200720072007 2008200820082008 YTDYTDYTDYTD

Inflation Adj. Return % 176.4 165.3 -27.5 37.7 36.9 -14.3 -30.7 -

Share Price % 162.0 188.0 -24.6 47.4 53.6 -8.8 -15.8 -7.3

NSE 20 Index % 0.6 100.9 7.6 41.2 37.4 -4.7 -35.3 -9.5

Dividend Yield % 19.8 3.3 5.5 4.5 3.1 2.9 3.3 0.9

Market Cap - Sh m 15879 45733 34481 50814 78036 71140 59888 55533

Valuation (x)Valuation (x)Valuation (x)Valuation (x) 2002200220022002 2003200320032003 2004200420042004 2005200520052005 2006200620062006 2007200720072007 2008200820082008 2009200920092009

Price to Earnings (P/E) 12.9 42.9 20.1 25.4 29.9 19.8 18.8 17.4

NSE-20 Index (P/E) 11.4 20.0 15.3 15.3 16.8 16.1 11.5 13.6

Price to Book (Bamburi) 1.5 4.0 3.3 4.5 5.7 4.7 3.6 3.3

Profit MarginsProfit MarginsProfit MarginsProfit Margins 2002200220022002 2003200320032003 2004200420042004 2005200520052005 2006200620062006 2007200720072007 2008200820082008 Jun-09Jun-09Jun-09Jun-09

Operating Margin % 21.4 17.6 22.1 23.2 24.0 24.9 22.0 26.3

Net Margin % 12.2 10.2 14.0 13.9 15.9 16.3 11.6 18.4

Income Statement - Sh mIncome Statement - Sh mIncome Statement - Sh mIncome Statement - Sh m 2006200620062006 2007200720072007 2008200820082008 H1 '07H1 '07H1 '07H1 '07 H2 '07H2 '07H2 '07H2 '07 H1 '08H1 '08H1 '08H1 '08 H2 '08H2 '08H2 '08H2 '08 H1 '09H1 '09H1 '09H1 '09

Turnover 16488 22111 27467 10516 11595 11447 16020 16199

Profit Before Tax 3838 5443 4889 2240 3203 2885 2004 4474

Profit After Tax 2614 3596 3187 1486 2110 1917 1270 2975

EPS Sh 7.20 9.91 8.78 4.09 5.81 5.28 3.50 8.20

DPS Sh 5.50 6.00 6.00 5.50 0.50 3.20 2.80 1.50

Issued Shares Mn 363 363 363 363 363 363 363 363

Bk Value per Share 37.84 41.53 45.74 38.98 41.53 46.76 45.74 50.82

Return on Assets 15.4 18.3 13.0 - - - - -

Turnover % 14.6 34.1 24.2 23.0 10.3 -1.3 39.9 1.1

Earnings % 30.4 37.6 -11.4 11.6 42.0 -9.1 -33.8 134.3

Balance Sheet - Sh mBalance Sheet - Sh mBalance Sheet - Sh mBalance Sheet - Sh m

Total Assets 18513 20720 28215 18401 20720 24242 28215 25888

Total Equity 13736 15075 16602 14148 15075 16971 16602 18444

Current Ratio 2.3 2.2 1.8 2.8 2.2 1.9 1.8 1.8

Leverage (assets:equity) 1.3 1.4 1.7 1.3 1.4 1.4 1.7 1.4

Cashflow to Turnover 29.7 16.1 21.4 24.7 16.1 -4.5 21.4 39.9

Times Interest Covered (x) 208.4 787.6 81.8 - 787.6 38.3 81.8 177.8

Source: Bamburi Cement Published ResultsSource: Bamburi Cement Published ResultsSource: Bamburi Cement Published ResultsSource: Bamburi Cement Published Results

   Stock Data Sheet               *Pricing as at September 04, 2009               **Fiscal Year End: December   Stock Data Sheet               *Pricing as at September 04, 2009               **Fiscal Year End: December   Stock Data Sheet               *Pricing as at September 04, 2009               **Fiscal Year End: December   Stock Data Sheet               *Pricing as at September 04, 2009               **Fiscal Year End: December

Bamburi Cement is one of the largest cement Bamburi Cement is one of the largest cement Bamburi Cement is one of the largest cement Bamburi Cement is one of the largest cement 

producers in sub-saharan Africa and the biggest in producers in sub-saharan Africa and the biggest in producers in sub-saharan Africa and the biggest in producers in sub-saharan Africa and the biggest in 

East Africa. It was founded in 1951 by Cementia East Africa. It was founded in 1951 by Cementia East Africa. It was founded in 1951 by Cementia East Africa. It was founded in 1951 by Cementia 

Holdings but is now currently owned by LafargeHoldings but is now currently owned by LafargeHoldings but is now currently owned by LafargeHoldings but is now currently owned by Lafarge
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Disclaimer and ConfidentialityDisclaimer and ConfidentialityDisclaimer and ConfidentialityDisclaimer and Confidentiality    
 

GeneralGeneralGeneralGeneral    

This report is intended solely for clients and prospective clients of Faida Investment Bank Limited (“FIB”). The research report is 

based on information from sources that FIB believes to be reliable. It is subject to copyright and may not be reproduced in whole 

or in part without written permission. All views, opinions and estimates contained in this report may be changed after 

publication at any time without notice. Past performance is not indicative of future results. The information, opinions and 

recommendations contained herein are and must be construed solely as statements of opinion and not statements of fact. No 

warranty, expressed or implied, as to the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose 

of any such recommendation or information is given or made by FIB in any form or manner whatsoever. FIB will accept no 

responsibility of whatsoever nature in respect of any statement, opinion, recommendation or information contained in this 

document. For further information contact any FIB branch office using the contacts above. 
    

About Faida Investment Bank LimitedAbout Faida Investment Bank LimitedAbout Faida Investment Bank LimitedAbout Faida Investment Bank Limited    

Faida Investment Bank Limited (“FIB”) is a market leader in the Kenyan securities and capital markets, achieving consistent, 

unassailable excellence in secondary trading at the Nairobi Stock Exchange. FIB principal business activity is the provision of 

investment banking and stockbrokerage services and is regulated by the Capital Markets Authority. Among the services FIB 

offers include brokerage services, portfolio management, investment advisory, corporate finance advisory, institutional and 

markets research. Our reputation is best reflected in the quality of our customer base, institutions and individuals who demand 

and get the highest value proposition. FIB is also involved in the development of capital markets in East Africa by facilitating 

training workshops and as a founding member of the Rwanda Stock Exchange, where it is licensed as Faida Securities Rwanda.    
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        Windsor House, 1st Floor                                 Ecobank Towers, 7th Floor                           Arcade, 6th Floor 

        P. O. Box 45236 - 00100                                  P. O. Box 45236 - 00100                                     P. O. Box 45236 - 00100  

        NAIROBI                                                          NAIROBI                                                            THIKA 

        Tel: (+254-02) 2243811/2/3                             Tel: (+254-020) 2210561/571                             Tel: (+254-067) 20165/212 


