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KenolKobil- 1H18 Earnings Update

“Shinning in Black Gold”

KenolKobil posted an impressive 1H18 performance highlighted by a 24.2% yly
growth in revenues to KES 90.2B along with a 16.1% y/y jump in net earnings to KES
1.65B. This commendable performance was realized on the back of rising international
oil prices in 1H18 coupled with growth in sales volumes. The Board of Directors de-
clared an interim dividend of KES 0.36 per share to be paid on 15th October 2018 fol-
lowing the book closure slated for 24th August 2018.

Significant topline growth weighed down by ballooning cost of sales:

KenolKobil’s net sales posted a stupendous 24.2% y/y jump to KES 90.2B. The topline
growth was fueled by a 10.7% h/h increase in international oil prices (Murban Crude Oil) to
USD 77.20/barrel combined with a 8.0% y/y rise in group volume. Gross profit fell 11.2% y/
y to KES 3.6B, weighed down by pressure on product margins in the various markets where
the group operates.

Stringent management of operating costs bears positive EBITDA growth
Administration and operating costs declined 34.7% y/y, following management’s efforts to
streamline its procurement processes, employ efficient cost management and partly due to
the absence of the provisions done in 1H17 with regard to the ESOP compensation made to
the former CEO. The company also ran a tight ship in managing the group’s forex exposure
which yielded a net forex gain of KES 27.7M in 1H18 compared to a KES 25.6M loss in
1H17. As a result, the Group’s EBITDA recorded an impressive 13.9% y/y jump to KES
3.0B.

Increased volume, high oil prices push financing costs towards the ceiling:

Kenol’s net financing cost sky-rocketed 61.8% y/y to KES 132.8M on the back of volume
growth and increased international oil prices. The significant increase in LIBOR rates fur-
ther exacerbated the situation forcing the oil marketer to increase its local borrowing levels,

in addition to raising the cost of its dollar denominated loans during the period.

Looking ahead: While we anticipate global oil prices to stabilize in 2H18, the Group will
seek to leverage on its ability to deal with extreme volatility in international oil prices and
the expected improvement in the general business environment in 2H18 to hit its revenue
targets and sustain profitability. KenolKobil currently trades at KES 18.10 (+29.3% YTD),
7.2x P/E, 1.1x P/B, and a dividend yield of 3.3%. In light of these fundamentals, we reiterate
a BUY recommendation on the counter as we anticipate a good 2H18 performance to fuel its

price rally.
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Financials

1H17 2H17 FY17 1H18  %chgyly
Income Statement KES '000 KES '000 KES '000
Net Sales 72,637,710 86,072,475 158,710,185 90,192,351 24.2
Cost of Sales (68,570,962)  (82,227,675) (150,798,637) (86,581,853) 26.3
Gross Profit 4,066,748 3,844,800 7,911,548 3,610,498 -11.2
Other Income 282,175 300,380 582,555 278,874 -1.2
Administrative and Operating Cost (1,368,955) (1,713,674) (3,082,629) (893,937) -34.7
Impairment provision of KPRL Yield Shift Receivable (300,000) (270,212) (570,212) - -100.0
Exchange gain/ (losses) (25,606) (21,841) (47,447) 27,717 -208.2
EBITDA 2,654,362 2,144,277 4,798,639 3,022,652 13.9
Finance cost (82,102) (258,601) (340,703) (132,826) 61.8
Finance income - 192,967 192,967 -
Depreciation and amortization (491,902) (478,535) (970,437) (516,344) 5.0
Profit before income tax 2,080,358 1,600,108 3,680,466 2,373,482 14.1
Income tax expense (657,989) (557,774) (1,215,763) (722,440) 9.8
Profit for the year 1,422,369 1,042,334 2,464,703 1,651,042 16.1
EPS (KES) 1.93 0.57 2.50 2.24 16.1
DPS (KES) 0.30 0.30 0.60 0.36 20.0
Statement of financial position 1H17 2H17 FY17 1H18 %chgyl/y
Total shareholder funds 10,841,157 11,214,835 11,214,835 12,228,350 12.8
Total non-current liabilities 277,758 271,012 271,012 266,186 -4.2
Total current liabilities 15,233,244 12,613,183 12,613,183 15,349,195 0.8
Total equity and liabilities 26,352,159 24,099,030 24,099,030 27,843,731 5.7
Total non-current assets 6,204,764 5,931,196 5,931,196 5,787,418 -6.7
Total current assets 20,147,395 18,167,834 18,167,834 22,056,313 9.5
Total assets 26,352,159 24,099,030 24,099,030 27,843,731 5.7
Statement of financial cash flows 1H17 2H17 FY17 1H18 % chg y/y
Net cash generated from operating activities 2,052,653 (1,339,714) 712,939 (1,262,261) -161.5
Net cash (used in)/ generated from investing activities (548,645) (592,908) (1,141,553) (434,965) -20.7
Net cash generated from / (used in) financing activities (2,684,950) 1,763,423 (921,527) 3,408,549 -227.0
Net increase/ (decrease) in cash and cash equivalents (1,180,942) (169,199) (1,350,141) 1,142,516 -196.7
Cash and cash equivalents at the end of the year 2,715,795 2,476,247 2,476,247 3,506,582 29.1
Ratios 1H17 2H17 FY17 1H18
Gross margin (%) 5.6 4.5 5.0 4.0
Net margin (%) 2.0 1.2 1.6 1.8
EBITDA Margin (%) 3.7 2.5 3.0 3.4
Return on equity (ROE) (%) 26.2 18.6 22.0 28.6
Return on assets (ROA) (%) 10.8 8.7 10.2 5.9
Current ratio 1.3 1.4 1.4 1.4
Pay out ratio (%) 24.0
Dividend yield (%) 3.3
P/E (x) 7.2
P/B (x) 1.1

Source: Company Filings, ApexAfrica Research
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the accuracy of the information contained and opinions expressed in this report.
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