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DANGOTE SUGAR REFINERY PLC

Margins to recover, but downside risk remains

Dangote Sugar Refinery Plc (NGX: DANGSUGAR) experienced
significant margin expansions in H1'25, driven by better-than-
expected revenue increase and easing cost pressures, admit
moderating inflation and relative FX stability. Nevertheless, our
outlook remains cautious due to the company's heavy
dependence on short-term borrowings for working capital and
its substantial exposure to imported raw materials. Although
we raise our 12-month Target Price (TP) to N56.49 from
N35.81, we still maintain a SELL rating on the stock.

Net loss to materially taper in FY'25

We have revised our FY'25E revenue forecast upward to
N919.3 billion (from N883.9 billion previously), reflecting
stronger-than-expected topline performance in H1'25, driven
by price adjustments. We anticipate further revenue
momentum in H2'25, consistent with the company's historical
trend of stronger second-half performance on the back of
seasonal demand gains.

Meanwhile, supported by an improving macro backdrop,
characterised by moderating inflation and a relatively stable FX
environment, we have revised our FY'25 cost-to-sales ratio to
87.5% (compared to our previous estimate of 94.0% and 95.3%
in FY'24). As a result, we now forecast FY'25 gross and EBIT
margins of 12.5% and 9.6%, respectively (vs 6.0% and 3.0% in
our earlier estimates, and 4.7% and 1.9% in FY'24). This implies
an expected operating profit of N88.3 billion for FY'25
(compared to N38.1 billion already achieved in H1'25).

That said, the company's reliance on short-term borrowings to
finance working capital is likely to keep finance costs elevated,
offsetting operating gains. As such, we project a full-year net
loss of N27.4 billion (vs. a net loss of N185.0 billion in FY'24).
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Market Data  DANGSUGAR

" Market Cap (N’billion) 728.81

Last close price (N) 60.00

52-week high/low price (N) 75.60/28.55

Avg 3M daily volume 4.49
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Figure 1: Revenue should improve by 38.1% in FY'25 Figure 2: Half year revenue contribution trend
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Figure 3: Cost-to-sales ratio to maintain a downward trend Figure 4: Margins improvement to linger in FY'25E
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Source: Company financials, CardinalStone Research

In H1'25, DANGSUGAR delivered a notable improvement in working
capital efficiency, with its Cash Conversion Cycle (CCC) improving to
50 days (vs. 75 days in H1'24 and 103 days in FY'24), supported by
decline in receivable days to 45 days (vs. 52 days in H1'24 and 56
days in FY'24), while inventory days fell significantly to 52 days (vs.
87 days in H1'24 and 103 days in FY'24).

Despite recent efficiency gains, the company's CCC remains
positive, well above its 5-year average of negative 134 days,
reflecting reduced supplier financing. This has contributed to the
company's elevated leverage profile, with debt-to-equity and debt-
to-assets currently settling above historical levels (see Figure 6). In
the near term, we expect reliance on short-term borrowings to
persist as a key source of working capital funding. However, over
the medium to long term, we see scope for operational
improvements and stronger cash generation to reduce this
dependence and support working capital financing gradually.
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Figure 5: Gradual improvements in working capital Figure 6: Leverage ratio still strained by elevated borrowings (x)
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Operational efficiency gains support recovery story

Operating metrics improved significantly in H1'25, with receivables
turnover increasing to 44.3x and inventory turnover to 5.3x
(compared to a 5-year average of 38.9x and 4.5x, respectively). These
gains were driven by price-induced revenue growth and reductions in
receivable and inventory days. The results indicate better asset
utilisation and greater operational agility, highlighted by faster
conversion of inputs into finished goods and sales. For FY'25, we
anticipate continued strength in turnover ratios, supporting the

company's longer-term recovery.

Figure 7: Stronger turnover ratios signal agility
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ROE set to turn the corner post-FY'25

Over the past two years, DANGSUGAR has posted negative Returns
on Equity (ROE) due to sustained net losses. For FY'25, we see ROE
remaining submerged at negative 14.9%, stemming from elevated
finance costs. However, from FY'26 onwards, we expect a recovery,
with ROE projected to average 31.0% between 2026 and 2029, driven
by stronger earnings momentum.

Figure 8: ROE to remain negative in FY’25
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Valuation and recommendation

Adjustments to our model yielded a new 12-month TP of N56.49,
implying a downside potential of 5.86% and a SELL recommendation.
Currently, DANGSUGAR is trading at an EV/EBITDA multiple of 20.5x
versus its EMEA peer of 9.5x and its 5-year average of 9.0x.

Figure 9: DANGSUGAR is trading above its peer average EV/EBITDA

20.5x 19.3x

11.6x 12.5x

suarooDs [N
iBse:kavse [N

seT:kst NN
w
oo
x
()]
kaseows [ @
o
v
x

EMEA Average

DANGSUGAR
BVC:RIOPAILIND [l ¢

Source: Capital IQ, CardinalStone Research



Nigeria | Equity Research | Consumer Goods | Company Update

Figure 10: DANGSUGAR summary of financials

Income Statement (Nm) 2023A 2024A 2025E 2026F
Revenue 441,453 665,690 919,268 1,235,496
COGS (355,149) (634,580) (804,359) (1,056,349)
Gross profit 86,304 31,109 114,908 179,147
Other Income 1,233 2,213 1,839 1,235
OPEX and impairment (14,852) (20,651) (28,497) (35,829)
EBIT 72,686 12,671 88,250 144,553
Net Interest (191,104)  (293,665) (128,604) (78,340)
Change in fair value of biological assets 9,496 10,100 - -
PBT (108,922) (270,894)  (40,355) 66,213
Tax 35,162 78,277 12,913 (21,188)
PAT (73,760) (192,617)  (27,441) 45,025
EPS (6.1) (15.9) (2.3) 3.7
DPS (NGN) s 5 a s
Payout ratio 0.0% 0.0% 0.0% 0.0%
Shares outstanding (million) 12,147 12,147 12,147 12,147
Balance Sheet (Nm) 2023A 2024A 2025E 2026F
Cash and cash equivalents 204,763 108,167 257,599 344,415
Accounts receivable 131,804 102,763 113,334 152,321
Inventories 47,917 179,825 114,594 121,552
Other current assets 16,078 35,202 50,898 50,898
Current assets 400,562 425,957 536,425 669,187
PP&E 167,083 616,645 618,531 633,681
Deferred tax assets 33,145 8,231 8,231 8,231
Non-current assets 200,228 624,876 626,763 641,912
Total assets 600,790 1,050,833 1,163,188 1,311,099
Short-term borrowings 412,021 680,254 851,183 863,740
Payables 76,127 98,678 103,575 193,905
Other short-term liabilities 33,066 19,867 18,141 18,141
Current liabilities 521,214 798,798 972,899 1,075,786
Long-term debt 246 37,254 0 0
Lease liability 84 2,553 5,502 5,502
Non-current liabilities 330 39,807 5,502 5,502
Total liabilities 521,544 838,605 978,401 1,081,288
Shareholders' equity 79,246 212,228 184,787 229,811
Total liabilities & equity 600,790 1,050,833 1,163,188 1,311,099
BVPS 6.5 17.5 15.2 189
Net debt/(cash) 207,504 609,341 593,584 519,324

Cash Flow Statement (Nm) 2023A 2024A 2025E 2026F
Cash flow from operating activities 62,807 (372,095) 194,921 214,374
o/w Depreciation & amortization 10,268 12,598 39,481 40,448
o/w Changes in working capital 54,470 (267,336) 45,085 44,384
Cash flow from investing activities (8,955) (22,300) (41,367) (55,597)
o/w Capital expenditure (19,515) (29,935) (41,367)  (55,597)
as % of sales 4.4% 4.5% 4.5% 4.5%
Cash flow from financing activities (20,334) 225,248 (4,121) (71,961)
o/w Dividends paid (18,220) - - -
o/w Debt issued/(repaid) (339) (11,141) - -
Net change in cash 33,518 (169,147) 149,433 86,816
Cash & cash equivalents at beginning of year (incl FX

diff) 171,245 204,763 108,167 257,599
Cash & cash equivalents at end of the year 204,763 35,616 257,599 344,415
Overdraft - 72,551 = =
Cash & cash equivalent at balance sheet 204,763 108,167 257,599 344,415
Ratio Analysis 2023A 2024A 2025E 2026F
Gross Margin 19.5% 4.7% 12.5% 14.5%
EBITDA Margin 18.8% 3.8% 13.9% 15.0%
EBIT Margin 16.5% 1.9% 9.6% 11.7%
Net Profit Margin -16.7% -28.9% -3.0% 3.6%
OPEX/Sales 3.2% 3.0% 3.1% 2.9%
ROE -93.1% -90.8% -14.9% 19.6%
ROA -12.3% -18.3% -2.4% 3.4%
ROIC -15.0%  -20.7% -2.6% 4.1%
Net debt/Equity (x) 2.6 2.9 3.2 2.3
Net debt/EBITDA (x) 25 241 4.6 2.8
Sales/Assets (x) 0.7 0.6 0.8 0.9
Assets/Equity (x) 7.6 5.0 6.3 5.7
Interest cover (x) 0.4 0.0 0.7 1.8
Tax Rate NM NM NM 32.0%
Revenue y/y Growth 9.5% 50.8% 38.1% 34.4%
Valuation 2023A 2024A 2025E 2026F
P/E (x) NM NM NM 16.2
P/BV (x) 9.2 3.4 3.9 3.2
EV/EBITDA (x) 15 5.1 1.0 0.7
Dividend Yield - - - 0.0

Source: Company Financials; CardinalStone Research

Fiscal year ends in December. o/w - out of which
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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
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investment banking and asset management, among other business units.
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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

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.

A 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 with 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
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% with investment banking 0% 0% 0% 0%
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Frequency of Next Update: An update of our view on the company (ies) will be provided when there are substantial developments/financial
news on the company.
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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
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a. The analyst(s) hold 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 securities of the Company

g. CardinalStone has been a lead issuing house/arranger or joint issuing house/arranger over the past 12 months for 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, for transactions related to a regulated entity under the Company.

o. 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. CardinalStone is offering Registrar services to the company on behalf of its shareholder and/or bond register(s)

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 the 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

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.
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