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Resilient fundamentals amidst stretched valuation Target Price: N1,066.34
Ref Price: N1,750.00

The operating environment for Okomu Oil Palm PLC (OKOMUOIL) is set
to be slightly more challenging in FY'26, as headwinds from softer
rubber prices and increased competition from importation activities are
likely to temper revenue growth. Cost pressures are also re-emerging as
the current geopolitical landscape continues to push up fertiliser and
energy prices, both of which are negative for the company. However,
the impact of a spike in energy prices is minimal compared to peers, as
the company generates electricity from agricultural waste.

Revisions to our model, which reflect changes in assumptions such as a
lower equity risk premium of 12.6% (formerly 13.8%), a lower risk-free
rate of 16.2% (16.8% previously), a higher terminal growth rate of 4.5%,
and a moderation in Beta to 0.48 (vs. 0.66 previously), have revealed a
12-month Target Price “TP” of N1,066.34. This translates to a 39.07%
downside to our reference price, and we downgrade our
recommendation to SELL.

Revenue outlook revised downwards

OKOMUOIL’s revenue growth in FY’26 will likely slow to a 7-year low of
4.1%, the first single-digit growth in that period. Our view reflects
expectations of lower CPO prices in the local market, as supply will
likely increase due to higher imports and increased smuggling. For
context, about 3 months ago, the Federal Government reduced import
tariffs on crude palm oil to 28.75% from 35.00% to ease food price
pressure and support the overall economy. By implication, we expect
the lower tariff to boost CPO imports, especially from non-ECOWAS
regions, where standard tariffs apply, while the ECOWAS trade
liberalisation scheme will help keep import tariffs from ECOWAS
countries at a single digit of 5.0%.

Elsewhere, we expect higher CPO supply to stem from increased
smuggling activities. According to the National Palm Produce
Association of Nigeria (NPPAN), there are more than 300 illegal land
entry points for smuggling into the country, as well as about 30
maritime routes. From our channel checks, we noticed that smuggling
activities appear to have become more prevalent since last year, as
intense as those reported prior to the 2019 border closure (which
reopened a long while ago). The combination of both factors is already
impacting the company's business, with management stating that
product prices have declined by almost 30.0% since December 2025. As
such, we have downgraded our FY’26 CPO revenue growth expectation
to 4.7% from 24.4% in our previous update.
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That said, we expect rubber revenue to decline by 1.1% in FY’26, as
lower volume will likely mask price increases. For context, our lower-
volume expectation stems from management guidance that volumes
could be lower this year due to scheduled plant maintenance in the first
half. For rubber prices, we expect a sustained uptrend in FY’'26,
supported by interest from the electric vehicle industry. Also, negative
shocks to the global rubber supply have become prevalent in recent
weeks, with Thailand’s meteorological department warning of a high
risk of flooding, while Indonesia's meteorological agency sees a risk of
below-average rainfall and a quicker-than-usual dry season. These
diverse weather conditions across both countries (the first and second-
largest rubber producers) will likely affect output and support rubber
prices. Thus, we see FY'26 rubber revenue at N25.2 billion compared to
N25.5 billion in FY’25. The combined expectations for the product
should cascade into total revenue of N206.2 billion (vs N198.2 billion in
FY'25).

Figure 1: Global CPO prices
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Figure 3: CPO and rubber production forecast in tonnes
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Figure 2: Global rubber prices (USD and JPY)
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Margins to slip as prevailing geopolitical tensions

Cost pressures are re-emerging as the current geopolitical landscape
continues to push up fertiliser and energy prices, both of which are
negative for the company. However, the impact of a spike in energy
prices is minimal compared to peers, as the company generates
electricity from agricultural waste. We project the cost-to-sales to
increase to reach 20.2% in FY’26, 233bps higher than the prior year.
Also, we revise our gross margin to 79.8% from our prior estimates of
81.5%.

Our EBIT margin expectation has also been revised downward to 46.0%
(53.5% previously). This is partly due to the company taking on a new
short-term property lease in 2025, which led to higher-than-expected
depreciation costs in FY’25 and is likely to continue in FY’26. Combined
with a relatively flat net finance cost profile, owing to the company’s
low-leverage stance, we project a marginal 5.6% YoY increase in PAT to
N61.2 billion (EPS of N64.16).

Figure 5: Projections for Gross, EBIT and PAT margins
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Working capital to strengthen in FY’26

In its unaudited Q1’26 results, OKOMUOIL’s annualised cash conversion
cycle expanded significantly to 163 days (vs 49 days in FY’25). This is
consistent with the company’s policy of front-loading inventory during
its peak season in Q1 to cater for demand in its lean period in the latter
quarters of the year. Total inventory increased by 2.2x in the quarter to
N39.9 billion, largely driven by the ramp-up of finished goods (+3.9x to
N25.3 billion). We expect the cash conversion cycle to return to normal
levels by the end of the year as the seasonal cycle plays out, and free up
cash for other company obligations later in the year. We forecast a cash
conversion cycle of 46 days in FY’26 in line with the 3-year average of
47 days.
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Cash generation supports dividend distributions amid steady CAPEX

OKOMU'’s high-quality, cash-backed earnings, largely driven by its retail
business model, have supported robust cash generation over the years.
The company continues to maintain its ambition to generate stable,
sustainable cash inflows, which in turn enable it to return value to
shareholders through robust dividends. The company has maintained a
consistent dividend policy with a high payout ratio, announcing a final
dividend of N15.00 per share for FY’25, translating to a total dividend of
N55.00 (90.5% payout ratio). We estimate the company’s maintenance
CAPEX of c.N19.6 billion in FY'26E, resulting in a 9.5% CAPEX intensity
(vs 9.3% in FY’25). We predict the company to continue to prioritise
rewarding shareholders through robust distributions, with no significant
expansion or acquisition in the foreseeable future. Our conservative
forecast for total dividend distribution for FY’26 is at N54.53 per share
(85.0% payout ratio vs a 3-year average of 87.3%).

Figure 6: Quality cash-backed earnings supports cash Figure 7: Expected cash movements in FY’26 (N’billion)
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Valuation

Adjustments to our model resulted in a new 12-month TP of N1,066.34
(vs N1,083.14 previously), implying a 39.07% downside to the reference
price of N1,750.00. Key adjustments include:

* Alower equity risk premium of 12.6% (formerly 13.8%) and a higher
terminal growth rate (4.5%), aligned with macroeconomic and
market trends.

* A moderation in Beta to 0.48 (vs 0.66 previously).

OKOMUOIL currently trades at an LTM P/E of 27.91x, which is
significantly above the MEA peer average of 14.40x, according to S&P
Capital 1Q, suggesting the market is pricing the company at a premium
relative to peers.

Our target price also implies an exit P/E of 13.33x, which is higher than
the company’s 10-year historical average of 11.15x.

Considering the significant price movements since our last update and
the recent earnings underperformance relative to previous FY'25 and
FY'26 forecasts, we downgrade our recommendation to SELL.
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Figure 8: OKOMUOIL trades at a significant P/E multiple

compared to peers
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Figure 9: Summary of Financials

Income Statement (N'million) 2024A 2025A 2026E 2027F
Revenue 130,211 198,153 206,226 240,414
COGS (27537)  (35321)  (41,561)  (44,905)
Gross profit 102,673 162,832 164,665 195,510
Other Income 15,336 12,578 12,093 13,808
OPEX (60,193)  (81,925)  (81,929)  (84,799)
EBIT 57,816 93,485 94,830 124,520
Gain on Biological asset revaluation 333 1,776 - -
Net Interest (4,594) (4,614) (4,832) (3,329)
PBT 53,555 90,647 89,998 121,190
Tax (13,598) (32,695) (28,799) (38,781)
PAT 39,958 57,952 61,198 82,409
EPS 41.89 60.75 64.16 86.39
DPS (NGN) 36.00 55.00 54.53 73.43
Payout ratio 85.9% 90.5% 85.0% 85.0%
Shares outstanding ('million) 953.91 953.91 953.91 953.91
Balance Sheet (N'million) 2024A 2025A 2026E 2027F
Cash and cash equivalents 17,335 12,946 9,430 16,678
Accounts receivable 3,121 3,593 3,673 4,281
Inventories 11,967 18,320 21,521 20,299
Other current assets 7,623 6,965 8,289 8,802
Current assets 40,046 41,824 42,912 50,060
PP&E 48,248 61,872 76,168 89,391
ROU assets 9,224 11,938 7,972 9,534
Biological assets and bearer plants 19,520 23,219 27,167 31,547
Total assets 117,038 138,853 154,219 180,532
Short-term borrowings 1,541 1,793 1,795 1,429
Payables 10,369 14,569 17,080 18,454
Other short-term liabilities 18,332 40,864 33,394 34,101
Current liabilities 30,242 57,227 52,269 53,984
Long-term debt 6,391 4,627 2,796 1,368
Other long-term liabilities 24,926 28,189 30,994 32,054
Total liabilities 61,560 90,043 86,059 87,405
Shareholders' equity 55,478 48,810 68,161 93,127
Total liabilities & equity 117,038 138,853 154,219 180,532
BVPS 58.16 51.17 71.45 97.63
Net debt 3,061 11,752 8,773 1,498

Cash Flow Statement (N'million)
Cash flow from operating activities
o/w Depreciation & amortization
o/w Changes in working capital

Cash flow from investing activities
o/w Capital expenditure
as % of sales

Cash flow from financing activities
o/w Dividends paid
o/w Debt issued/(repaid)

Opening Cash and cash equivalents
(incl. FX diff.)

Net change in cash

Closing Cash and cash equivalents

Ratio Analysis
Gross Margin
EBITDA Margin
EBIT Margin

Net Profit Margin

ROE

ROA

ROIC

ROCE

OPEX/Sales

Net debt/Equity (x)
Net debt/EBITDA (x)
Sales/Assets (x)
Assets/Equity (x)
Interest cover (x)
Tax Rate

Revenue Growth
EBITDA Growth
EPS Growth

Valuation

P/E (x)

P/BV (x)
EV/EBITDA (x)
Dividend Yield

2024A  2025A  2026E  2027F
51,294 99,102 82,655 100,503
9328 20129 18718 13,291
(1,736) 389 1107 1474
(13,156) (23,085) (24,742) (25,238)
(10,269) (18,329) (19,592) (19,233)
7.9%  9.3% 9.5% 8.0%
(31,774) (82,149) (61,429) (68,018)
(22,804) (62,958) (41,848)  (57,443)
(8,049) (18516) (18590)  (9,947)
10970 19079 12,946 9,430
6365 (6132) (3516) 7,247
17,335 12,946 9,430 16,678
2024A  2025A  2026E  2027F
78.9%  822%  79.8%  81.3%
51.8%  582%  551%  57.3%
44.4%  472%  46.0%  51.8%
30.7%  292%  29.7%  34.3%
72.0% 118.7%  89.8%  88.5%
341%  41.7%  39.7%  45.6%
63.4%  64.1%  74.6%  88.4%
724% 1335%  1185%  107.7%
462%  413%  39.7%  35.3%
0.06 0.24 0.13 0.02
0.05 0.10 0.08 0.01
1.23 1.55 1.41 1.44
211 2.84 2.26 1.94
1257 2024 1960  37.34
254%  361%  32.0%  32.0%
734%  52.2% 41%  16.6%
51.0%  710%  -1.6%  21.4%
93.5%  45.0% 56%  34.7%
2024A  2025E  2026F  2027F
867 1802 2728  20.26
624 2140 2449  17.93
5.18 915 1478  12.12
9.9%  5.0% 3.1% 4.2%

Source: Company reports, CardinalStone Research estimates
Note: N in millions (except per-share data). Fiscal year ends in December. o/w - out of which
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The research analyst(s) denoted by an on the cover of this report certifies (or, where multiple research analysts are primarily

responsible for this report, the research analysts denoted by an “*” on the cover or within the document individually certifies, with respect
to each security or issuer that the research analyst(s) cover in this research) that: (1) all of the views expressed in this report accurately
articulate the research analyst(s) independent views/opinions, based on public information regarding the companies, securities, industries
or markets discussed in this report. (2) The research analyst(s) compensation or remuneration is in no way connected (either directly or
indirectly) to the specific recommendations, estimates or opinions expressed in this report.

Analysts’ Compensation: The research analyst(s) responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include
revenues from, among other business units, Investment Banking and Asset Management.

Investment Ratings

CardinalStone employs a 3-step rating system for equities under coverage: Buy, Hold, and Sell.
Buy > +15.00% expected share price performance

Hold +0.00% to +14.99% expected share price performance

Sell < 0.00% expected share price performance with weak fundamentals

A BUY rating is given to equities with strong fundamentals, which have the potential to rise by at least +15.00% between the current price
and the analyst’s target price

An HOLD rating is given to equities with good fundamentals, which have upside potential within a range of +0.00% and +14.99%,

A SELL rating is given to equities that are highly overvalued or have weak fundamentals, where potential returns of less than 0.00% are
expected between the current prices and the analyst’s target prices.

A NEGATIVE WATCH is given to equities whose fundamentals may deteriorate significantly over the next six (6) months, in our view.

A POSITIVE WATCH is given to equities whose fundamentals may improve significantly over the next six (6) months, in our view

Rating e Sell Hold Negative Watch
% of total recommendations 57% 11% 32% 0%
% with investment banking relationships 0% 0% 0% 0%

CardinalStone Research distribution of ratings/Investment banking relationships as of June 08, 2026

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any security recommended herein. You can contact the analyst named on the front of this note for further details.

Frequency of Next Update: An update of our view on the company (ies) would be provided when next there are substantial
developments/financial news on the company.

Conflict of Interest: It is the policy of CardinalStone Partners Limited and its subsidiaries and affiliates (individually and collectively
referred to as “CardinalStone”) that research analysts may not be involved in activities that suggest that they are representing the interests
of Cardinal Stone in a way likely to appear to be inconsistent with providing independent investment research. In addition, research
analysts’ reporting lines are structured to avoid any conflict of interests. For example, research analysts are not subject to the supervision
or control of anyone in CardinalStone’s Investment Banking or Sales and Trading departments. However, such sales and trading
departments may trade, as principal, based on the research analyst’s published research. Therefore, the proprietary interests of those
Sales and Trading departments may conflict with your interests.
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Company Disclosure:

CardinalStone may have financial or beneficial interest in securities or related investments discussed in this report, which
could, unintentionally, affect the objectivity of this report. Material interests, which CardinalStone has with companies or in
securities discussed in this report, are disclosed hereunder:

Company Disclosure

OKOMUOIL E, R Q

a. The analyst(s) holds personal positions (directly or indirectly) in a class of the common equity securities of the Company.
b. The analyst(s) responsible for this report, is a board member, officer, or director of the Company.

c. The analyst(s) or their associates have any family or close personal relationships with employees, directors, or key
stakeholders of the Company.

d. The analyst(s) has received gifts or benefits from the Company exceeding thresholds during the past 12 months.

e. The analyst(s) have materially relied on unaudited or third-party data provided directly by the Company in preparing this
report.

f. CardinalStone is a market maker in the publicly traded equities of the Company

g. CardinalStone has been lead issuing house/arranger or joint issuing house/arranger over the past 12 months of any publicly
disclosed offer of securities of the Company

h. CardinalStone beneficially owns 1% or more of the equity securities of the Company.

i. CardinalStone or a member of its management team (including officers, directors, or senior executives) beneficially owns 1%
or more of the equity securities of the Company.

j. The Company owns more than 5% of the issued share capital of CardinalStone

k. CardinalStone or its affiliates have securities or derivatives thereof included in proprietary trading positions related to the
Company.

I. CardinalStone holds a major interest in the debt of the Company
m. CardinalStone has received compensation for investment banking activities from the Company within the last 12 months

n. CardinalStone intends to seek or anticipates receiving compensation for investment banking services from the Company in
the next 3 months

0. CardinalStone has received non-investment banking compensation (e.g., advisory) from the company within the last 12
months.

p. CardinalStone has received, or expects to receive, compensation from the Company for advisory or other services related to
the Company’s market activities in the next 12 months.

g. Shareholder and/or bond register(s) managed by CardinalStone Registrars Limited
r. The Company is a client of CardinalStone

s. CardinalStone or its affiliates, are subject to supervision, inspection, or enforcement by the Company in the ordinary course
of business.

t. A member of management team (including board members, officers, or directors) is associated with the Company as a board
member, officer, or director.

u. CardinalStone or a senior management staff member is involved in ongoing regulatory matters, investigations, or reviews
involving the Company
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v. The content of this research report has been communicated with the Company, following which senior management or
relevant executives at the company approved the report. However, no influence was exerted by the management team on the
content or recommendations.

Important Regional Disclosures

The analyst(s) involved in the preparation of this report may not have visited the material operations of the subject Company
(ies) within the past 12 months. To the extent this is a report authored in whole or in part by a Non-U.S. analyst and is made
available in the U.S., the following are important disclosures regarding any Non-U.S. analyst contributors: The Non-U.S.
research analysts (denoted by an * in the report) are not registered/qualified as research analysts with FINRA; and therefore,
may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. Each analyst (denoted by an *) is a Non-U.S. Analyst and
is currently employed by Cardinal Stone.
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Legal entity disclosures: CardinalStone Partners is authorised and regulated by the Securities and Exchange Commission (SEC)
to conduct investment business in Nigeria.
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