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BLOOMBERG: DANGCEM NL

Margin uplift and expansion drive to shape medium- HOLD
term outlook

Target Price: N898.61
Ref Price: N802.90

We are cautiously optimistic on DANGCEM, as the pace of price
Abeeblahi Rufai, ACA

increases that supported the company’s performance in FY’25 may be ) ! ¢
abeeblahi.rufai@cardinalstone.com

less pronounced in FY’26. On volumes, we expect modest growth,

supported by stable demand for public infrastructure spending in Nigeria Olaolu Boboye, ACA
and across the company’s Pan-African markets. Elsewhere, olaolu.boboye@cardinalstone.com
management has shown commitment to aggressively expand its Philip Anegbe, CFA
footprint in the African region, planning to invest $1.0 billion over the philip.anegbe@cardinalstone.com

next five years and increase plant capacity to 80.0 MTPA from the

current 55.0 MITPA. As such, volume growth outlook beyond 2026 looks

promising and should support the company’s performance in the
medium term. Market Cap (N'mn) 13,450,304.9
Adjustments to our model have led to a revision of the 12-Month Target
Price (TP) to N898.61 (vs N778.20 previously). Adjustments also included
a reduction in Equity Risk Premium to 12.6% (vs. 13.4% previously). 52-week high-low price (N) 829.50/420.00
However, with an upside of 11.9% compared to our reference price, we

Last close price (N) 802.90

Avg 3M daily volume (mn) 1.55

have downgraded our recommendation to a HOLD.

Stable operations supported by steady demand and export growth

1-year price performance (rebased)
For the Nigerian segment, volume growth of cement and clinker sales

was relatively flat, settling at 17.7Mt in FY’25. For the current year, we

DANGCEM AsI
project volumes to improve slightly to 18.2Mt, supported 1.80
predominantly by continued public infrastructure spending and an 1.60
improved demand from the private sector, reflecting moderating 1.40
inflationary pressures and a positive FX outlook. L
Export sales have become an increasingly important revenue source for 1.00 ===
the company, particularly in the Nigerian market. Management has 0.80
claimed that it is focusing on the export business, citing its importance 0.60
Mar-25 Jun-25 Sept-25 Dec-25 Mar-26

as a natural FX hedge and sourcing route, which helps to manage risks
associated with importing inputs. In FY'25, cement and clinker Source: Bloomberg, Cardinalstone Research
shipments to neighbouring countries Niger, Togo, Cameroon, and

Ghana settled at 1.4 million tonnes (+19.0% YoY). In fact, management

disclosed that they dispatched over 34 ships of clinker from Nigeria to

Ghana and Cameroon, up from 10 shipments three years earlier. We

see room for more export growth in FY’26, particularly reflecting the

recent action of the company to have 2 dedicated port terminals for

export-import activities. Additionally, the company plans to scale export

volumes to 10.0Mt by 2030, which will clearly support volume growth

particularly for the Nigerian segment.

Elsewhere, the Pan African segment saw softer volumes in FY'25, after
reporting a decline of 1.6% to 11.0Mt. This was mostly due to
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macroeconomic obstacles observed in major markets during the first half of
the year, such as budget delay in Ethiopia, which constrained government
spending, post-election concerns in Senegal, and adverse weather
conditions in South Africa. However, performance improved in the latter
two quarters of the year, as macro narratives improved.

We perceive that Pan African cement volumes will recover in FY’'26,
supported by rapid construction projects in Congo, Cameroon, and
Tanzania. Also, we particularly like that the company is ramping up output
at its recently commissioned 3.0 MTPA grinding mill in Cote d'lvoire. As
such, we expect Pan African volume growth to scale by 6.0% YoY to 11.6Mt.

The pace of pricing growth is likely to slow this year, following a substantial
rise in prices over the previous two years, notably in the Nigerian segment.
To corroborate our view, since the second half of last year, we have begun
seeing a more stable pricing environment. As such, we expect that the
group’s revenue per tonne in FY’26 will average N162,020 (+7.7% YoY).
Overall, we anticipate group revenue to reach N4.8 trillion in FY’26 (vs N4.3
trillion in FY’25).

Figure 1: Prices have remained largely stable over the last Figure 2: DANGCEM Nigeria export profile and trend (KT)
few quarters (Naira per tonne)
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Source: Company Financials, Investor presentation, CardinalStone Research

Cost discipline and efficiency gains to sustain margin strength.

Cost control is fundamental to DANGCEM's value creation. The company has
made progress in alternative fuel substitution, with the adoption rate across
the group estimated at 10.0%, reducing exposure to expensive fuel inputs
(gas, AGO, and LPFO) for plant production and cementing its position as a
cost leader. For context, in the Nigerian cement sector, DANGCEM remains
the lowest cost per tonne producer in the country. Similarly, the group’s
production cost per tonne is on the decline, with thermal substitution more
advanced in certain regions of its Pan-African operations. Already, the
gradual transition from AGO-powered vehicles, which included the
deployment of 3,000 CNG trucks and 1,000 dual-fuel trucks across its
operations in FY'25, has begun moderating haulage costs while boosting
energy efficiency. These initiatives helped the company record an 8.0ppt
and 8.8ppt increase in gross and EBIT margins to 62.0% and 41.0%,
respectively. In FY'26, we expect this trend to continue, and we forecast
gross and EBIT margins at 63.5% and 43.8%, respectively, while averaging
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64.4% and 46.7% over the forecasted 5-year period.

Figure 3: DANGCEM is the lowest cost producer in the country Figure 4: Margin strength key for profitability growth
(Naira per tonne)
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Source: Company Financials, Investor presentation, CardinalStone Research

Deleveraging to strengthen the balance sheet and provide bottom-line support

In FY'25, the firm undertook major deleveraging (N2.3 trillion debt repayments),
including the redemption of the $675.0 million Afreximbank loan, the N100.0
billion bond, and other debt repayments. As a result, the total debt composition
of the capital structure as of FY'25 is 30.7% (compared to 54.8% in FY’24). Given
the current high-interest rate environment, management has stated a
preference for maintaining prudent leverage levels. Additionally, the company
intends to fund most of its long and short-term capital investments through
internal cash flow generation and supplier credit, which provides a lower-cost
alternative to traditional debt sourcing.

As a result of the lower leverage, we expect finance costs to decline by 23.4% to
N269.4 billion in FY’26, providing a further tailwind to profitability. Hence, PBT
and PAT margins are expected to settle at 40.2% (+4.7ppts YoY) and 27.4%
(+3.8ppts YoY), respectively. Overall, we expect net profit to increase by 30.4%
YoY to N1.3 trillion, translating to an EPS of N78.22.

Figure 5: Impact of recent deleveraging efforts

s Finance costs (ex-FX losses) Net debt/EBITDA (RHS)

Debt to capital (RHS)

500.0 200.0%
400.0 .

150.0%
300.0

100.0%
200.0
1000 50.0%

0.0 [ I 0.0%

Fy'21 FY'22 FY'23 FY'24 FY'25  FY'26E

Source: Company Financials, CardinalStone Research
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Figure 6: Working capital ratios Figure 7: ROE above 5-year average on strong net profit
margin, despite lower leverage
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Figure 8: Solid operating cash flows are enough to finance CAPEX
and dividend obligations in 2026
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Source: Company Financials, CardinalStone Research

Expansion strategy and proposed capital deployment

Beyond 2026, the company remains focused on the strategic expansion of its
production capacity across its operating markets. The company has outlined
plans to increase capacity from its current 55.0 MTPA to 80.0 MTPA by 2030,
supported by several ongoing and planned projects, including the 6.0 MTPA ltori
plant in Nigeria, the 2.5 MTPA Mugher cement plant expansion in Ethiopia, as
well as additional capacity expansions in Cameroon, Senegal, South Africa, and
Zambia, alongside a planned entry into Zimbabwe. To support these initiatives,
alongside energy transition-related investments, management has earmarked a
total spend of $1.0 billion over the next 5 years. We estimate Capex intensity to
settle at 11.0% in FY'26, while averaging 7.0% over the forecast period.

The expansion drive is expected to drive volume accretion as the company
positions plants in strategic markets across Africa. Group volumes are
forecasted to reach 43.2 Mt by 2030 (vs.28.6 Mt from FY’25). However,
utilisation rates may lag the pace of growth for nameplate capacity in the near
term.
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Figure 9: Production capacity growth projections (MTPA)
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Source: DANGCEM Investor presentation, CardinalStone Research
Valuation

Following adjustments to our model, it resulted in a target price of N898.61 (vs
N778.20 previously). This represents a 11.9% upside to the current reference
price. Our revised assumptions account for a reduction in Equity Risk Premium
(ERP) to 12.6% from 13.4% previously, indicating the improving macro
backdrop. We have increased our weighting for relative valuation to 50.0%
(from 40.0% earlier), reflecting recent repricing to MEA peers.

DANGCEM (EV/EBITDA 7.2x; P/E 13.3x) is now trading slightly below select MEA
peer medians of 7.8x and 15.1x, respectively, as well as its 5-year averages of
8.0x and 14.9x, according to S&P CapitallQ, implying that the company is trading
closer to its intrinsic value. We downgrade our recommendation to a HOLD.

Figure 10: DANGCEM EV/EBITDA compared to peers
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Source: S&P CapitallQ, Cardinalstone Research
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Figure 11: Summary of Financials

Income Statement (N'million) 2024A 2025A 2026E 2027F
Revenue 3,580,550 4,306,704 4,832,984 5,463,113
COGS (1,645,651) (1,634,430) (1,764,039) (1,966,721)
Gross profit 1,934,899 2,672,274 3,068,945 3,496,392
Other Income 57,070 42,251 48,330 54,631
OPEX (839,927) (949,248) (998,180) (1,076,424)
EBIT 1,152,042 1,765,277 2,119,095 2,474,599
Net Interest (531,727) (241,562) (172,704) (172,301)
Gains on monetary assets 112,222 8,945 - -

PBT 732,537 1,532,660 1,946,391 2,302,298
Tax (229,290) (517,739) (622,845) (736,735)
PAT 503,247 1,014,921 1,323,546 1,565,563
PAT Attributatble to owners 498,192 1,002,847 1,310,383 1,549,993
EPS (NGN) 30.0 60.6 79.0 93.5
EPS (attributable to owners) 29.7 59.9 78.2 92.5
DPS (NGN) 30.0 45.0 45.0 70.0
Payout ratio 99.9% 74.3% 57.0% 74.9%
Shares outstanding (million units) 16,752 16,752 16,752 16,752

Balance Sheet (N'million) 2024A 2025A 2026E 2027F
Cash and cash equivalents 449,831 397,569 1,164,816 2,360,186
Accounts receivable 116,742 147,472 158,893 179,609
Inventories 669,662 756,835 797,442 808,241
Other current assets 674,786 670,081 702,845 739,007
Current assets 1,911,021 1,971,957 2,823,996 4,087,044
PP&E 3,271,322 3,917,363 4,204,729 4,386,932
Intangible Assets 17,003 16,383 19,332 21,852
Other non-current assets 1,203,892 135,024 135,024 135,024
Total assets 6,403,238 6,040,727 7,183,081 8,630,852

Short-term borrowings 1,245,181 799,765 612,448 825,920
Payables 992,119 1,269,622 1,454,245 1,531,677
Other short-term liabilities 332,284 534,307 805,981 919,871
Current liabilities 2,569,584 2,603,694 2,872,674 3,277,468
Long-term borrowings 1,386,383 359,810 663,486 894,747
Other long-term liabilities 272,026 457,087 457,087 457,087
Total liabilities 4,227,993 3,420,591 3,993,247 4,629,302
Shareholders' equity 2,122,043 2,520,236 3,089,935 3,901,650
Minority interests 53,202 99,900 99,900 99,900
Total liabilities & equity 6,403,238 6,040,727 7,183,081 8,630,852

BVPS (Owners) 126.67 150.44 184.45 232.90
Net debt/(cash) 2,181,733 762,006 111,117 -639,519

Cash Flow Statement (N'million) 2024A 2025A 2026E 2027F

Cash flow from operating ac ies
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 equivalent (cash flows)
Overdraft

Closing Cash and cash equivalents (Balance
sheet)

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

Valuation

P/E (x)

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

821,184 1,710,762 2,112,017 2,116,355
228,959 215,026 244,262 254,846
(227,638) (165,780) 99,831 9,754
(834,883) 620,354 (437,918) (330,307)
(413,777) (861,089) (531,628) (437,049)
12% 20% 11% 8%
(311,543)  (2,076,566) (906,852) (590,678)
(502,580) (502,942) (753,847) (753,847)
537,105 (1,170,666) 116,359 444,733
456,958 108,036 362,586 1,129,833
(325,242) 254,550 767,247 1,195,370
131,716 362,586 1,129,833 2,325,203
318,115 34,983 34,983 34,983
449,831 397,569 1,164,816 2,360,186
2024A 2025A 2026E 2027F
54.0% 62.0% 63.5% 64.0%
38.6% 46.1% 48.9% 50.0%
32.2% 41.0% 43.8% 45.3%
14.1% 23.6% 27.4% 28.7%
23.1% 38.7% 41.5% 39.1%
7.9% 16.8% 18.4% 18.1%
24.8% 22.2% 34.5% 29.9%
30.1% 51.4% 49.2% 46.2%
23.5% 22.0% 20.7% 19.7%
1.0 03 0.0 02

16 0.4 0.0 02

0.6 0.7 0.7 0.6

29 23 23 2.2

26 5.0 7.9 8.8
31.3% 33.8% 32.0% 32.0%
2024E 2025A 2026E 2027F
15.9 10.1 102 8.6

3.8 4.0 4.4 3.4

7.4 5.5 5.7 4.7

6.3% 7.4% 5.6% 8.7%

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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Disclosure

Analyst Certification
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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 68% 11% 21% 0%
% with investment banking relationships 0% 0% 0% 0%

CardinalStone Research distribution of ratings/Investment banking relationships as of March 17, 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

DANGOTE CEMENT PLC A G,P

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.

Legal Entities

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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