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..doing good

December 02, 2009 BUY Fair Value: NGMN 44.66 Current Price: NGMN36.70
Growing by Diversification:
Ticker UACN The unaudited Q3 2009 result of UAC of Nigeria Plc
(UACN) for the period ended September 30, 2009
Sector Conglomerates

Valuation/Analyst
Recommendation

]
In placing a fair value on the Ordinary
Shares of UACN, we adjusted our earlier
forecast for the FY 2009 and parameters for
UACN Group to reflect current market
developments and based on its latest result.
We estimated TO, Earning Before Interest
Tax  Depreciation and  Amortization
(EBITDA) and PAT for December, 2009.
We project a TO of N59.17bn, based on a
growth rate of 10.63% over the previous
year. We project EBITDA of N10.19bn
based on EBITDA margin of 17.21% and a
PAT of N6.51bn based on a PAT Margin of
11%. We used 1,280.58mn Ordinary
Shares which we expect to be in issue as at
December, 2009. The Forward Earnings Per
Share (FEPS) generates N5.08. We
adjusted for the minority interest in the
valuation, which we estimated its value at
25% of the group’s value, in order to arrive
at the valuation attributable to the Ordinary
Shareholders. Our forecast ordinary EPS is
N3.81 while the we estimated Dividend Per
Share (DPS) of N2.35 based on a dividend
payout of 61.61%. Applying Enterprise
Value EV/EBITDA multiple of 9.25x, a P/E
multiple of 12.50x, we arrived at N49.68 per
share using EV/EBITDA multiple and
N47.65 per share price using earnings
multiple. Applying a weight of 50% to each
of the valuation results, we arrived at
N48.66 which is our fair value. The forward
earnings yield and dividend yield based on
our fair value generate 7.83% and 4.83%
respectively. We therefore place a BUY on
UACN Stock at the current market price.

Business Description

UACN is a conglomerate with
activities in the following principal
sectors: manufacturing &
processing, warehousing & logistics
and real estate.

showed that its Turnover (TO) grew marginally by

Date of Ir'1c¢')rporat|on 1879 6.71% to N41.98bn, compared with N39.34bn in the
Batelolitisting L, corresponding period of 2007. Profit Before Tax (PBT)
Year End December P 9p :

decreased by 5.54% between 2008 and 2009 to
N6.6bn from N6.98bn in the corresponding period of
2008. The tax provision decreased by 9.57% between
2008 and 2009 to N1.71bn from N1.89bn, bringing

No of Ordinary Shares 1,280,576,258
Capitalisation (M) 45,796,854,797.70
% of Market Capitalisation 0.92

52-Week High(#) 41.96 the Profit After Tax (PAT) to N4.88bn as against
52-Week Low (&) 22.46 N5.09bn in 2008, representing a decline of 4.05%.
YTD Return (%) 3.03 The working capital of the UACN Group dropped
52-Week Avg. Trade 1,602,079 further as at September 30, 2009. We note that UACN
Beta Value 0.75 as a company maintains good working capital but the
Current EPS () *5.14 negative working capital the Group recorded came
Current PE(x) *6.93 from the subsidiaries especially UPDC.

Based on Group Result

The working capital increased by 0.92% to a negative N15.63bn from a negative N15.49bn in Q3, 2008.
The fixed assets stood at N66.75bn in Q3 2009, while the net assets decreased to N39.28bn in Q3 2009 from N41.06bn in
FY, 2008.

A cursory look at the company’s profit margins reveals a drop in the PBT margin in Q3, 2009 over Q3, 2008 and a decrease
over the FY December, 2008 figure. The PBT margin decreased marginally to 15.71% in Q3, 2009 from 17.75% as at Q3,
2008, and down from 16.41% as at the end of the financial year in December, 2008. This shows that the company’s total
costs as a percentage of TO stood at 84.29%, slightly lower than 82.25% recorded in the corresponding period of 2008. From
the above margins, the company is becoming less efficient in the management of its cost of operations, which increased
during the current quarter. PAT Margin currently stands at 11.63%, down from 12.94% in the corresponding period of 2008
and down marginally from 12.69% as at FY 2008. The result also indicated that the percentage of the TO, PBT, and PAT in
the Q3, 2009 to the Full Year Audited TO, PBT and PAT for the period ended December, 2008 are: 78.48%, 75.13% and
71.94%, respectively.

Our analysis of the operating environment shows that the manufacturing and distribution businesses in Nigeria are riddled
with multiple taxation and inadequate physical infrastructure, despite the huge market potential within the country and in the
neighboring countries. Governments at both federal and state levels continue to legislate or demand various forms of taxes,
levies and financial supports, which increase the costs of doing businesses in Nigeria. Also, the menace of deteriorating state
of infrastructure in the country is another critical factor that troubles the manufacturing and distribution businesses. In the last
one year, the manufacturing sector has not witnessed significant improvement as the capacity utilization fluctuates between
35 and 40 percent. The contribution to the Gross Domestic Product (GDP) as at June 2009 is 3.95%. This is considered too
low for a country that has a huge consumption power like Nigeria having an estimated market size of 140million. Also, there
exists a growing middle class whose tastes and life style are changing for high quality goods fast foods.

UACN business portfolio includes the following: UACN Property Development Company Plc (UPDC), the first company in the
real estate sector to be quoted on the Nigerian Stock Exchange (NSE); Warm Spring Waters Nigeria Limited, manufacturer of
“GOSSY” Spring Water. The company also has major stakes in Grand Cereals and Oil Mills Limited (GCOML); Spring Waters
Nigeria Limited (SWAN) and Opticom Leasing Company Limited. Its interest also includes CAP Plc, UAC Registrars Limited
and GM Nigeria Limited, a joint venture with General Motors Corporation of Detroit, USA. Following the new pensions reforms
in the country, UACN obtained the license of the National Pension Commission for UNICO CPFA Limited, a subsidiary of the
company to operate as a Closed Pension Fund Administrator. As a food-focused conglomerate, the company has re-aligned
its food business architecture to unlock the values in the business. This led to the creation of the following units: UAC
Franchising, UAC Restaurants (which controls about 40% of the market share), UAC Diaries (recently launched a flavored
milk drink with a higher shelf life) and UAC Foods. The company’s improved performance has been acknowledged with an
“Aa” rating in 2008 by Agusto & Co. The rating means that UACN has a very strong financial condition and strong capacity to
meet obligations when they fall due.
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TO PBT PAT
53,489 8,778 6,789
80,974 7,671 5,331
37,377 4,145 2,597

180,068 5,470 3,892

PAT Margin (%)

12.67
5.95
6.95
2.16

ROE (%)

10.21
13.55
38.86
11.16

EPS* PE*

5.14 7.14
1.67 15.26
1.26 15.86
2.78 11.58

P a32009 Q3 2008 22 K
41,980 39,339 6.70
6,595 6,982 (5.50)
4,884 5,090 (4.00)
15.71 17.75 (2.04)
11.63 12.94 (1.30)

**Group Forecast

45

UACN vs NSE ASI Rebased (Dec., 08 - Dec., 09)
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Contact us at Our Offices:

Lagos Office: uvac House (68" Fioors) 1/5
Odunlami Street, P.M.B 12913 Lagos. (Tel.) 234-1-

2640160-9 (Fax) 234-1-2702890
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FY 2007
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44.00 59,173
46.2 8,595
49.10 6,509
0.25 14.52
0.43 11.00

Position
Chairman
Managing Director/CEO

Executive Director

Non-executive Director
Non-executive Director
Non-executive Director

Non-executive Director
Non-executive Director

Executive Director

Afribank Bank Building (2nd floor, 5 Trans Amadi Road, Port
Harcourt.(Tel) 234-084-463308 (Fax) 234-084-463174

Abuja Office:

Sterling Bank Building (formerly:
990, Cadastral Zone A O, Central Business District, (behind Leventis

Stores), Abuja FCT (Tel) 234-09-6700535

(Website)

NAL Abuja Complex), Plot

www.fsdhgraip.com www.fsdhsecurities.com

(Email)fsdhsecurities@fsdhgroup.com

This publication is produced by FSDH Securities (FSDH Sec) a subsidiary of First Securities Discount House Limited (FSDH) solely for the
information of users who are expected to make their own investment decisions without undue reliance on any information or opinions

contained herein. The opinions contained in the report should not be interpreted as an offer to sell, or a solicitation of any offer to buy any

investment. FSDH Sec may invest substantially in securities of companies using information contained herein and may also perform or seek to

perform investment services for companies mentioned herein. Whilst every care has been taken in preparing this document, no responsibility

or liability is accepted by any member of FSDH or FSDH Sec. for actions taken as a result of information provided in this publication.



