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Flour Mills of Nigeria Plc (Flour Mills) recently released its unaudited financial results for the
second quarter ended 30 September 2011, with a 20.2% increase in turnover from N89.5bn in Q2
2011 to N107.6bn. PBT however declined by 3.5% from N8.9bn to N8.6bn, while PAT remained
relatively flat at N5.9bn. Pre and post tax margins also dipped by 190bps and 100bps to 8.0% and
5.5% respectively. Quarter-on-quarter (g-o-q), the company posted an impressive 34.4% increase
in turnover from N45.9bn to N61.7bn. PBT and PAT also grew by 68.1% and 58.3% from N3.2bn to
N5.4bn and N2.3bn to N3.6bn respectively.

These results were broadly in line with our unannualized FYE 2012 profit estimates. Although
turnover was 12.8% short of our N123.4bn estimate, PBT and PAT beat our N8.5bn and N5.8bn
forecasts by 1.4% and 2.3% respectively. A relative decline in international wheat prices g-o-q
presumably reduced the strain on the company’s cost profile, thus explaining the marginal 3.5%
drop in pre-tax profits (compared to a 33.5% dip in PBT in Q1 2012). Flour Mills recently received
shareholders’ approval to raise N28.3bn via a rights issue. Proceeds from the issue are expected to
further drive the company’s expansion plans, especially in the food and agro-allied sectors (edible
oils, cereals, animal feed and mills for flour and its high margin products - Semolina and Pasta).
These projects are expected to be completed and commissioned in 2012 and we anticipate a

positive impact on revenues and profits in the medium to long term.

Flour Mills currently trades at a trailing P/E of 7.3x earnings based on an EPS of N8.58 and current
market price of N63.01 (as at October 31, 2011). This is a discount to its peer average trailing P/E of
13.3x. We believe that Flour Mills has prospects for growth, particularly in its high margin
products, and restate our positive long-term outlook on the stock. Therefore, we place an
ACCUMULATE recommendation on the stock, having established a target price of N70.20 based on

a blend of valuation methodologies, which implies an 11.4% upside potential to its current price.

—

£ AFRINVEST RESEARCH



ANRY [NVEST

Research Note Rall'SIIERIRNT[-IEN S e
H1 2012 Results

01 November, 2011

Table: Flour Mills of Nigeria Plc; H1A 2012, H1A 2011, H1E 2012

FLOUR MILLS OF 30-Sep-11 30-Sep-10 % change | Analyst's Forecast| % of Forecast

NIGERIA PLC N'000 N'000 N'000

RNOVER N107,600,000 | N89,500,000 20.2% N123,411,650 87.2%

PB N8,580,000 N8,890,000 -3.5% N8,464,630 101.4%

A (N2,640,000) | (N3,050,000) (N2,697,230)

PA N5,900,000 N5,850,000 0.9% N5,767,400 102.3%
PB AR 8.0% 9.9% 6.9%
PA AR 5.5% 6.5% 4.7%

Source: NSE, Afrinvest Research

DISCLAIMER

This report has been issued and approved by Afrinvest West Africa Limited (“Afrinvest”). This report is based on
information from various sources that we believe are reliable; however, no, representation is made that it is
accurate or complete. While reasonable care has been taken in preparing this document no responsibility or
liability is accepted for errors or fact or for any opinion expressed herein. This document is for information
purposes only. It does not constitute any offer or solicitation to any person to enter into any trading transaction.
Any investment discussed may not be suitable for all investors. This report is provided solely for the information
of clients of Afrinvest who are expected to make their own investment decisions. Afrinvest conducts designated
investment business with market counter parties and intermediate customers and this document is directed only
at such persons. Other persons should not rely on this document. Afrinvest accepts no liability whatsoever for
any direct or consequential loss arising from any use of this report or its contents. This report is for private
circulation only. This report may not be reproduced distributed or published by any recipient for any purpose
without prior express consent of Afrinvest. Investments can fluctuate in price and value and the investor might
get back less than was originally invested. Past performance is not necessarily a guide to future performance. It
may be difficult for the investor to realize an investment. Afrinvest and/or a connected company may have a
position in any of the instruments mentioned in this document. Afrinvest and/or a connected company may or
may not have in the future a relationship with any of the entities mentioned in this document for which it has
received or may receive in the future fees or other compensation. Afrinvest is a member of The Nigerian Stock
Exchange and is regulated by the Securities and Exchange Commission to conduct investment business in
Nigeria.
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