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ZAMIL INDUSTRIAL INVESTMENT COMPANY (SSE: 2240) 

COMPANY PROFILE 

Zamil Industrial Investment Company (Zamil) provides products 

and solutions to the building and construction industry. The 

company operates in four key segments, namely, Steel, 

Heating/Ventilating/Air-Conditioning (HVAC), Insulation, and 

Concrete.   

With a focus on providing total building solutions, Zamil’s product 

range encompasses pre-engineered steel buildings, steel 

structures, air conditioning and climate control systems designed 

for a wide range of commercial, industrial and residential 

applications, telecom and transmission towers, process equipment, 

precast concrete building products, fiberglass, rockwool and 

engineered plastic foam insulations, and solar power projects. 

The company generates a majority 81% of its revenues in Saudi 

Arabia, with remaining 19% of revenues coming from markets in 

Asia, Europe and Africa. 

  

               Source: Company Disclosure 

OUTLOOK 2013 

Zamil delivered robust earnings growth of 30.7% YoY in FY 2012, 

boosted by a 13.3% YoY growth in revenues to SAR 5.4 billion and 

improving margins. Improvement in revenues and margins was 

driven by better operational efficiencies across all segments, 

enhanced asset utilization in the steel segment, and improved 

performance from overseas operations.  

During FY 2012, the HVAC segment delivered a strong revenue 

growth of 19.0% YoY with operating margin improving slightly from 

8.7% to 8.8%.  However, the Steel segment saw revenues grow 

11.3% YoY with a notable improvement in operating margin from 

3.7% to 5.4%.   

Going forward, we are optimistic of the company’s earnings growth 

prospects in FY 2013 with the Steel segment expected to benefit 

from improved margins on top of revenue growth, which will drive 

earnings growth for this segment.  Demand for the segment is 

likely to remain healthy on the back of continued infrastructure 

spending in the kingdom and emerging markets. 
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FINANCIAL SUMMARY 

FY ended Dec 2010 2011 2012 2013E 

Values in SAR’million except per share data 

PER SHARE DATA 

EPS 3.52 2.57 3.36 3.91 

DPS 1.50 1.50 1.50 1.50 

BVPS 21.48 22.49 24.18 26.58 

     

VALUATION 

METRICS 

    

Price/Sales (x) 0.5 0.4 0.4 0.4 

P/E (x) 9.9 11.4 9.4 9.8 

P/BV (x) 1.6 1.3 1.3 1.4 

EV/EBITDA (x) 10.0 12.0 9.8 9.6 

FCF Yield (%) (0.4) (33.0) 5.0 11.2 

Dividend Yield (%) 4.3 5.1 4.8 3.9 

     

INCOME 

STATEMENT 

    

Sales 4,018 4,728 5,355 5,645 

Gross Profit 995 1,051 1,165 1,270 

EBITDA 406 400 514 564 

EBIT 287 258 365 406 

Net Profit 211 154 201 234 

     

CASH FLOW     

Operating Cash 

Flow 

139 (338) 307 392 

CAPEX (147) (241) (229) (137) 

Free Cash Flows (8) (578) 78 256 

Investing Cash Flow (217) (485) (225) n/a 

Financing Cash Flow 20 797 (37) n/a 

     

BALANCE SHEET     

Cash & Equivalents 296 286 339 n/a 

PP&E 1,119 1,445 1,593 n/a 

Total Assets 4,907 6,213 6,653 n/a 

Debt 2,163 3,141 3,221 n/a 

Total Liabilities 3,509 4,630 4,945 n/a 

Total Equity 1,399 1,583 1,708 n/a 

Minority Int / Pref 

Eq 

110 233 259 n/a 

Net Debt 1,867 2,855 2,883 n/a 

 

Source: Company disclosure, FINCORP estimates 

 

STOCK INFO 

Recommendation BUY 

CMP(6-May-13) SAR 38.10 

Target Price SAR 47.00 

Investment Horizon 12 months 

Sector Industrial 

Country Saudi Arabia 

SHAREHOLDING PATTERN 

Name % 

Zamil Group Holding Company 19.90% 

Government of Saudi Arabia 5.00% 

Others 75.10% 
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The HVAC segment is also expected to see continued revenue 

growth coupled with stable margins as demand for HVAC products 

and solutions remains robust in the kingdom, driven by large scale 

building and contruction projects. The company has also taken a 

100% stake in India’s Advantec Coils to manufacture and market a 

range of residential, commercial and industrial ACs in the Indian 

market. Management is targeting a 10% market share of the Rs 

15,000 crore (USD 2.8 million) Indian air conditioner market in the 

next 3-5 years by offering extremely competitive prices enabled by 

the backward integration of its manufacturing process. 

The Insulation and Concrete segments are relatively recent 

additions to the company’s portfolio and are smaller compared to 

the Steel and HVAC segments, but remain profitable. 

The company’s balance sheet however remains highly leveraged 

with net debt / equity ratio of 169% at the end of FY 2012. A major 

portion of the total debt is in the form of short-term borrowings, 

which the company appears to be depending on to meet its 

working capital requirements considering its cash conversion cycle 

is relatively long between 200 to 250 days on average. However, 

with improving profitability, the company’s Free Cash Flows are 

also expected to improve this year, with FCF yield improving to 

11.2% from 5.0% last year. 

VALUATION 

Zamil currently trades at a P/E multiple of 9.8x FY 2013e EPS of SAR 

3.91 compared to its historical average valuation band between 

8.0x – 13.0x. We value the stock at a 12.0x P/E multiple on its FY 

2013e earnings, which implies a fair value of SAR 47 per share over 

the next twelve months.  At current levels, the stock offers a 

dividend yield of 3.9% based on its estimated FY 2013 dividend per 

share of SAR 1.50.  

RISKS 

Primary risks for Zamil include a slower pace of building and 

construction projects in key markets; increased competitive 

pressures in its primary segments of steel and HVAC; lower than 

expected margin improvement; and challenges in financing its 

working capital requirements. 

 

  

RATIO ANALYSIS 

GROWTH & MARGINS 

Sales Growth (%) (4.4) 17.7 13.3 5.4 

EPS Growth (%) (8.5) (27.0) 30.7 16.3 

Gross Margin (%) 24.8 22.2 21.8 22.5 

EBITDA Margin (%) 10.1 8.5 9.6 10.0 

Net Margin (%) 5.3 3.3 3.8 4.2 

     

SHAREHOLDER RETURNS 

Return on Equity (%) 17.0 11.7 14.4 15.4 

Return on Assets (%) 4.4 2.8 3.1 3.5 

Return on Inv. Cap. (%) 7.3 5.5 6.3 7.1 

Payout Ratio  (%) 42.6 58.4 44.7 38.4 

 

LEVERAGE & SOLVENCY 

Net Debt / Equity (%) 133.5 180.4 168.8 n/a 

EBIT / Int. Exp. (x) 5.1 4.2 4.0 n/a 

 

Source: Company disclosure, FINCORP estimates 
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RESEARCH 

CONTACT DETAILS 

Nandakumar Chenicheri (+968) 24822300 Ext: 353 nandakumar@fincorp.org 

Gaurav Ramaiya (+968) 24822300 Ext: 348 gaurav@fincorp.org 

Mable C Pereira (+968) 24822300 Ext: 342 mable@fincorp.org 

   
BROKERAGE 

CONTACT DETAILS 

Mohammad Al Ghalayini (+968) 24822300 Ext: 333 mohammad@fincorp.org 

Deena Omeir (+968) 24822300 Ext: 334 deena@fincorp.org 

 

The Financial Corporation Co SAOG (FINCORP) 

PO Box 782, PC 131, Sultanate of Oman 

Tel: +968 24822300 | Fax: +968 24812925 

 

 

Disclaimer 

The research team of The Financial Corporation, SAOG (hereto referred as FINCORP) has prepared the information, analysis and expressed its opinion on the subject matter 

of this report. The information contained has been obtained from sources believed to be reliable and in good faith, but which may not be verified independently. While 

utmost care has been taken in preparing the above report, FINCORP makes no guarantee, representation or warranty, whether express or implied, and accepts no 

responsibility or liability as to its accuracy or completeness of the data, being provided. All investment information and opinions are subject to change without notice. The 

investor will indemnify FINCORP and its directors, officers, and employees against any loss or damage or other liabilities (including costs), which they may suffer as a result of 

reliance on this report. This report is not to be relied upon in substitution for the exercise of independent judgment. 

Also, not all customers may receive the material at the same time. This document is for private circulation and information purposes only. It does not and should not be 

construed as an offer to buy or sell securities mentioned herein. FINCORP will not be liable for any direct or indirect losses arising from the use thereof, and the investors are 

expected to use the information contained herein at their own risk. FINCORP and its affiliates or their officers, directors and employees may own or have positions in any 

investment mentioned herein or any investment related thereto and from time to time add to or dispose of any such investment. FINCORP and its affiliates may act as 

market makers or underwrite securities of companies discussed herein (or investments related thereto), and may sell them to or buy them from customers on a principal 

basis and may also perform or seek to perform investment banking or underwriting services for or relating to those companies. Authors or contributors of this report could 

have direct interest in the capital market or in the securities mentioned herein. 

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own investment decisions based on their specific 

investment objectives and financial position, and using such independent advisors, as they believe necessary. Income from investments may fluctuate. The price or value of 

the investments, to which this report relates, either directly or indirectly, may fall or rise against the interest of investors. This document is strictly for the use of recipients 

only. None of the material provided herein may be reproduced, rewritten, rehashed, published, resold or distributed in any manner whatsoever without the prior and 

explicit written permission of FINCORP. 

 


