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LAFARGE AFRICA PLC

BUY recommendation supported by strategic expansion

Lafarge Africa Plc (NGX: WAPCO) retains a compelling investment case,
Abeeblahi Rufai, ACA

anchored on capacity expansion, improving utilisation, innovative ) ! €
abeeblahi.rufai@cardinalstone.com

product launches, and cost optimisation. The recently announced

expansion plan under the new ownership, its first in a decade, Kayode Eseyin
introduces a new growth phase for the company as it looks to leverage kayode.eseyin@cardinalstone.com
the public and private sector drive to bridge the infrastructure and Philip Anegbe, CFA
housing gaps in Nigeria. The move also positions WAPCO for sustained philip.anegbe@cardinalstone.com

earnings growth and strengthens its competitive footprint in key

markets.
In this report, we have adjusted our model to reflect the expansion plans

and other insights from recent engagements with management. The Market Cap (N'mn) 3,285,990.3
adjustments resulted in a new 12-Month Target Price ('TP') of N280.48 Lo dlise e 204.00
(vs N202.87 previously), representing a 37.5% upside to our reference

price. We maintain a BUY recommendation on the ticker. 52-week high-low price (N) 214.00/65.90
Strong operating momentum supported by debottlenecking and Avg 3M daily volume (mn) 5.36
product innovation

WAPCO delivered a strong operational performance in the past year. 1-year price performance (rebased)

The company crossed the N1.0 trillion mark after expanding revenue by

53.0% YoY (vs 20.3% YoY and 34.6% YoY for DANGCEM and Qe WAPCO asl
BUACEMENT, respectively). The revenue growth outperformance

reflected the combination of improved capacity utilisation, introduction o

of new low-carbon products, and higher pricing across the sector. 230

Production rose to 6.3Mt during the period, translating to a 12.5% YoY 1.80

increase and an improvement in capacity utilisation to 66.3% in FY’25 30

(from 58.9% in FY'24 on the effective capacity of 9.5 MTPA*). The !

company's active debottlenecking activities should continue to unlock O'Sf,lar,ZS . Sept-25 S —p—

incremental capacity, particularly around its South-Western Ewekoro
Source: Bloomberg, Cardinalstone Research

plant.

Product innovation also contributed to volume growth. WAPCO
introduced ECOPlanet in Q2'25 and ECOcrete in Q3'25, with ECOPlanet
accounting for about half of sales in the Western region since its launch
and the two products contributing 27.0% of total company sales in
FY'25. These initiatives helped the company grow volumes at a time
when sector-wide volumes were largely stable. Pricing tailwind was also
crucial, as average revenue per tonne for the period increased by
€.36.0% YoY, providing a major lift for topline growth.

For FY'26, these drivers are expected to remain supportive. Cement
demand is likely to remain firm due to infrastructure spending and a
potential improvement in discretionary income for the private sector

W
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following the recent moderation in inflation and relative stability of the
Naira. The company's active debottlenecking activities should continue to
unlock incremental capacity, particularly around its South-Western Ewekoro
plant, and volume growth. In addition, FY'26 is set to be supported by the
first full year contributions from the products introduced in 2025, with
significant legroom for more innovative launches. We see legroom for an
8.0% YoY growth in volumes to 6.8Mt.

Pricing momentum across the sector has moderated after strong increases
over the past two years, with price per tonne remaining broadly stable in
recent quarters. We therefore project FY'26 average revenue per tonne at
N179,410 (+6.0% YoY). This growth alongside movements in volumes should
drive revenue to N1.3 trillion in FY'26. The key risks to our cement price
expectation include a persistent rise in oil prices and any significant threat
to the current stable exchange rate environment due to Middle Eastern
geopolitical conflicts. These risks could lead to energy and imported cost
pressures that may be passed to consumers in the form of higher prices.
However, we see scope for a limited price response to the exogenous risks
(compared to the last two years), given the company's diversification of
energy mix from conventional volatile sources.

Figure 1: Revenue forecasts (N’billion) Figure 2: Volume forecast and trend (Mt)
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Source: Company Financials, CardinalStone Research

Cost optimisation and sustainability initiatives support margin strength.

WAPCOQO's transition to more sustainable manufacturing and distribution
practices has accelerated in recent years. The company expanded its fleet of
CNG vehicles by 500 trucks and raised alternative fuel substitution to
¢.15.0%, aided by reducing reliance on conventional fuels such as AGO and
LPFO. The company also partnered with the Lagos Waste Management
Authority (LAWMA) to convert municipal waste into alternative fuel energy
in its Olusosun site in Ketu. These initiatives helped the company tame the
increases in its cost of sales and distribution expenses in FY'25.

For FY'26, we expect these cost optimisation strategies to remain crucial for
margin expansion. The company's plan to commission a CNG station at the
Mfamosing plant is consistent with this view and suggests reliance on more
CNG vehicles. WAPCO is also looking to commission the Ashaka captive
power plant, which should minimise reliance on external power supplies

FY'26E

FY'27F
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and drive significant energy cost savings for its Northern operations. These
actions are expected to catalyse a 1.5 ppts increase in gross margin to 59.4%
and drive EBIT margin 3.8 ppts higher to 40.6% in FY'26. Over the forecast
period, gross margins are expected to average 60.3% while EBIT margins
should average 44.3%.

Figure 3: FY’26E margin projections
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Source: Company Financials, CardinalStone Research
Capacity expansion to mark a strategic shift for WAPCO.

WAPCO has announced a plan to expand its capacity to 14.0 MTPA from 10.5
MTPA. The project is expected to extend the Sagamu plant in Ogun state to 3.5
MTPA (vs 1 MTPA currently) and its Ashaka plant in Gombe state to 2 MTPA (vs
1 MTPA currently). Importantly, the expansion is expected to reactivate the
Sagamu facility, which was mothballed in 2021. This reactivation should result
in the addition of 4.5 MTPA to WAPCQO's effective 9.5 MTPA capacity. It also
represents the company's first capacity expansion since 2016 and looks set to
effectively double the company's capacity in the Southwest (a leading region
for cement consumption) and increase its footprint in Northern Nigeria. The
targeting of the Southwest is also important due to the growing demand for
WAPCO's new carbon-friendly products in the market, while expansion in
Ashaka should drive price competitiveness in Northern Nigeria due to its
implied impact on freight or transportation expense.

The expansion project is expected to be completed by December 2026, with a
knock-on effect on volume and revenue set to commence in 2027. Huaxin's
strong technical and project execution expertise, as well as its engineering and
equipment manufacturing capabilities, are expected to help drive effective
completion of the project. From a CAPEX standpoint, the project is expected to
cost $250.0 million and will be financed entirely with the company's internal
cash flow in line with management's preference for low leverage. In Naira
terms, the expansion project could cost N347.1 billion (assuming NAFEX rate of
N1,388.26/S). Combining with ongoing debottlenecking initiatives and
maintenance CAPEX, we estimate total FY'26 CAPEX at N440.5 billion. With
commissioning expected by December 2026, we expect a significant uplift in
volumes in the subsequent year. Assuming a conservative utilisation rate of
68.0%, the impact of the enlarged capacity should result in 39.9% YoY
improvement in volumes to 9.5 Mt in FY'27, with the related topline projected
to reach N1.9 trillion.
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Figure 4: FY’26E cash flow projections (N’billion)

M Increase [ Decrease [H Total

388.1

w05 [

(96.6)

Opening Balance CFO CAPEX Dividend

Figure 5: Higher CAPEX to pressure ROE in FY’26 due to lower

asset turnover, recovery expected in FY'27
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Figure 6: Robust liquidity management by WAPCO
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Management reaffirmed its commitment to maintaining shareholders' return

despite the investment programme, with the company's strong cash profile

expected to cater to dividend payments in the medium term.

While Free Cash Flow to Equity Holders (FCFE) could be pressured in FY'26 due

to the large CAPEX involved, we expect value accretion from improved

operating cash flows in the medium term to more than compensate, resulting

in a net increase in the value for the company.

Beyond the current expansion, there is potential for further capacity increase

in the future, as Huaxin regards Nigeria as one of its most important markets

FY'22

outside of China. Management also highlighted that future expansion would be

dependent on market demand and strategic fit. However, this has not been

integrated into our model.

Valuation

Adjustments to our model resulted in a new 12-month TP of N280.48,

suggesting a 37.5% upside relative to our reference price of N204.00. Our

updated valuation also reflects a lower equity risk premium of 12.6% (vs. 13.8%

previously), consistent with improving macroeconomic conditions in Nigeria.

Our valuation reflects our constructive view on the potential of the
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construction and cement sectors, as well as our positive outlook on the
company's expansion plans, operational improvements, and cost-saving
initiatives. WAPCO's P/E and EV/EBITDA multiples of 11.8x and 6.7x,
respectively, are also at significant discounts to the MEA peer medians of 21.0x
and 9.8x, apiece, highlighting the ticker's compelling valuation. We maintain a
BUY recommendation on the ticker.

Figure 7: WAPCO P/E multiple is below S&P CapitallQ select
MEA peer median
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Lafarge Africa Plc
(NGSE:WAPCO)
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(CBSE:LHM)
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Anonyme (CBSE:CMA)
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Public Limited Company

LafargeHolcim Maroc S.A.
The United Basalt Products
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Chilanga Cement PLC
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Figure 8: Summary of Financials

Income Statement (N'million 2024A 2025A 2026E 2027F
Revenue 696,758 1,066,305 1,254,802 1,861,031
COGS (350,047) (448,937) (509,476) (746,313)
Gross profit 346,711 617,368 745,326 1,114,718
Other Income 7,188 4,916 3,764 3,722
OPEX (160,893) (230,184) (239,505) (308,252)
EBIT 193,005 392,100 509,585 810,189
Net Interest (40,486) 19,217 30,683 20,789
PBT 152,519 411,317 540,269 830,977
Tax (52,374) (138,196) (172,886) (265,913)
PAT 100,146 273,121 367,383 565,065
EPS 6.22 16.96 22.81 35.08
Total DPS (N) 1.20 10.00 10.26 17.54
Payout ratio 19.3% 59.0% 45.0% 50.0%
Shares outstanding 16,108 16,108 16,108 16,108
Balance Sheet (N'million) 2024A 2025A 2026E 2027F
Cash and cash equivalents 237,859 388,067 298,841 631,319
Accounts receivable 9,619 13,678 17,189 25,494
Inventories 104,192 112,117 125,624 184,022
Other current assets 62,333 45,641 45,641 45,641
Current assets 414,003 559,503 487,295 886,475
PP&E 409,761 448,580 832,464 854,018
Intangible Assets 1,667 1,626 1,626 1,626
Other non-current assets 165,079 198,315 238,412 334,986
Total assets 990,510 1,208,024 1,559,798 2,077,105
Short-term borrowings 1,684 940 56 51
Payables 181,731 164,558 211,036 235,691
Other short-term liabilities 225,430 251,864 286,554 379,581
Current liabilities 408,846 417,363 497,646 615,323
Long-term debt 530 368 1,121 1,009
Other long-term liabilities 76,494 96,299 96,299 96,299
Total liabilities 485,869 514,029 595,065 712,630
Shareholders' equity 504,641 693,996 964,732 1,364,475
Total liabilities & equity 990,510 1,208,024 1,559,798 2,077,105
BVPS (N) 31.33 43.08 59.89 84.71
Net debt/(cash) (235,644) (386,759) (297,664) (630,260)

Cash Flow Statement (N'million) pLop2:7. 2025A 2026E 2027F
Cash flow from operating activities 214,127 292,629 454,494 665,103
o/w Depreciation & amortization 29,300 34,784 56,645 71,846
o/w Changes in working capital 27,301 (129,635) 29,459 (42,047)
Cash flow from investing activities (71,372) (49,300) (445,700) (166,066)
o/w Capital expenditure (72,992) (74,610) (440,529) (93,400)
as % of sales 10.5% 7.0% 5.9% 5.3%
Cash flow from financing activities (74,863) (93,265) (98,020) (166,559)
o/w Dividends paid (30,605) (83,761) (96,647) (165,323)
o/w Debt issued/(repaid) (28,341) (211) (131) (118)
Opening Cash and cash equivalents (incl. FX diff.) 167,339 234,911 388,067 298,841
Net change in cash 67,891 150,064 (89,226) 332,478
Bank Placement & restricted cash 2,628 3,093 - -
Closing Cash and cash equivalents 237,858 388,067 298,841 631,319
Ratio Analysis 2024A  2025A 2026E 2027F
Gross Margin 49.8% 57.9% 59.4% 59.9%
EBITDA Margin 31.9% 40.0% 45.1% 47.4%
EBIT Margin 27.7% 36.8% 40.6% 43.5%
Net Profit Margin 14.4% 25.6% 29.3% 30.4%
ROE 19.8% 39.4% 38.1% 41.4%
ROA 10.1% 22.6% 23.6% 27.2%
ROIC 13.4% 25.2% 29.0% 28.3%
ROCE 25.9% 36.2% 40.3% 40.6%
OPEX/Sales 23.0% 21.6% 19.1% 16.6%
Net debt/Equity (x) -0.5 -0.6 -0.3 -0.5
Net debt/EBITDA (x) -1.1 -0.9 -0.5 -0.7
Sales/Assets (x) 0.7 0.9 0.8 0.9
Assets/Equity (x) 2.0 1.7 1.6 1.5
Interest cover (x) 95.5 337.0 410.1 724.5
Tax Rate 34.3% 33.6% 32.0% 32.0%
Valuation 2024A 2025A 2026E 2027F
P/E (x) 11.3 7.9 8.9 5.8
P/BV (x) 2.2 3.1 34 24
EV/EBITDA (x) 4.0 4.2 5.3 3.0
Dividend Yield 1.7% 4.5% 5.0% 8.6%

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 72% 11% 17% 0%
% with investment banking relationships 0% 0% 0% 0%

CardinalStone Research distribution of ratings/Investment banking relationships as of March 13, 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

LAFARGE AFRICA PLC A 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.

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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