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global sugar production increased to 183.46mmt (million
metric tons) in 2023 from 175.31mmt in 2022 but remained

A Market Intelligence and below global sugar requirements. The increase was largely

Strategic Advisory Group Report driven by Brazil and India's production, which account for
over 40% of the global sugar supply.

Production:

Proshare Graphics. It was not surprising that concerns mounted in 2023 as sugar

prices contributed to inflation following reduced supply
from two of the largest sugar producers—India and
Daily Updates from Thailand—given unfavourable climate conditions and
Proshare. now available via irregular rainfall, prompting increased prices.

Whatsapp & Telegram
For domestic sugar-producing giants like Dangote Refinery

Plc (DSR), it may have seemed like a double-edged sword.

Not only did supply to the global market become disrupted,

resulting in surging prices of raw sugar imports, but also a

battle with domestic macroeconomic challenges of FX

@ instability, inflation, energy and infrastructural deficits,
regulatory uncertainties,and insecurity.

Join Channel

Macroeconomic Landscape.

The macroeconomic landscape in FY 2023 presented
formidable business conditions, as indicated by various
economicindicators (seeillustrationT).
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The challenging macroeconomic conditions
impacted the operating conditions. Despite a
commendable +9.47% growth in revenue to
N441.45bn in FY 2023 from N403.25bn in a similar
period in 2022, Ravindra Singhvi (DSR CEO) states
that “.rising inflation, currency devaluation and
strained consumer incomes...” saw net earnings
reach (N73.8bn) in FY 2023 from N54.742bn
majorly driven by non-cash foreign exchange loss
of :4172.2bnin FY 2023.

The strategic importance and precarious
dependence on sugar made it imperative for
Nigeria to develop phase two of the Nigeria Sugar
Master Plan (NSMP) that will ensure sufficiency in
sugar production and even boost Nigeria to
become a net exporter. The master plan is to span
the period 2023-2033. Dangote sugar Refinery Plc
has stated its commitment to sugar sufficiency in
Nigeria.

“We are going to play our part in ensuring that
Nigeria becomes self-sufficient in sugar within a
very short period. We are not the only players, but
we will surely play our part. - Aliko Dangote
(Chairman)

“Our commitment remains steadfast, ensuring
the delivery of high-quality products to our valued
customers as we continue to work towards
fulfilling Nigeria's Sugar Master Plan, positioning
Nigeria as a self-reliant player in the global sugar
industry. - Ravindra Singhvi, (CEO),
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Investor Indicators

Market Capitalization NO.56trn
Current Share Price N46/share
P/E -9.39X
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EV/EBITDA 4.88
EPS -6.07
Div.Yield 3.26%

Industry average Div. yield 6.40%
Payout ratio 6.31

Key Financial Highlights

@ Dangote Sugar Refinery PIc's revenue rose by
+9.47% to N441.45bn in FY 2023 from
N403.25bn in a similar period in 2022, driven
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by the sale of sugar (50kg) and sugar (Retail),
which grew by +9.07% and +45.36%,
respectively.

@ Cost of sales grew by +14.09% to N355.15bn in
FY 2023 from N311.28bnin FY 2022.
@ The company's gross earnings stood at

N91.96bn in FY 2023, increasing by +6.6% from
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N86.30bninacorresponding periodin 2022.

@ The sugar company saw its pre-tax and post-
tax profits decline for a second time in five
years by -232.34% and -234.74% to (N108.92bn)
and (N73.76bn) in FY 2023, respectively.

@ Totalassetsgrew by +22.0% to N600.79bn in FY
2023 from N492.43bnin FY 2022.

@ Total borrowings declined by -31.4% to
NO.53bnin FY2023from NO.77bnin FY 2022.

@ Inventories rose by +8.25% to N47.92bn in FY
2023 from N44.26bnin FY 2022.

@ Dangote Sugar Refinery PIc's finance income
increased to N10.56bn in FY 2023 from
N6.38bnin FY2022.

@ Finance costs rose by +1957.4% to N201.67bn in
FY 2023, driven by the soaring FX loss, which
rose by +9015.78% to N172.19bn in FY 2023 from
N1.89bnin FY2022.

@ Declining net earnings saw the sugar
producers retained earnings fall by -57.9% to
N66.88bn in FY 2023 from N158.85bn in FY
2022.

@ The company’'s Cash and cash equivalents
improved by +17.1% to N204.76bn in FY 2023
from N174.86bn in FY 2022.

@ Earnings per share fell to -N6.07k in FY 2023
from N4.51kin FY2022.

Key Operating Highlights

@ The Numan factory upgrade (in Adamawa
state) to 9800 metric tons of sugar cane per
day (TCD) isongoing and will be completed by
theend of 2024.

@ Plan to generate an estimated 32 megawatts
of electricity from the upgrade operations at
the Numan factory by installing new turbines
and 2 high-pressure boilers.

@ The engineering design for the 12,000TCD
sugar factory in Nasarawa has been
completed, and the equipment supply
contract has been signed.

Revenue

Dangote Sugar Refinery Plc has sustained its
growth in the last five years, driven majorly by
50kg sugar sales and retail sugar sale activities.
However, the revenue growth has not been as
steady, growing by +9.47% in FY 2023 compared to
the revenue growth of +46.07% obtained in FY
2022 (seechart]).
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DANGOTE SUGAR PLC REVENUE PERFORMANCE 9

Revenue (N'bn) and Revenue Contribution to Revenue
Growth (%) FY2023 (N'bn)
441,452

403.245 426,446

Segmental Performance

All activities contributing to revenue recorded
growth except freight income flows grew by -
43.60% as income from goods shipped to various
locations decreased in 2023. The sugar producer’s
50kg sales activity grew by +45.36% in FY 2023.
The sale of sugar (50kg) and Sale of sugar (Retail)
contributed about 96.60% and 2.60%, respectively,
to Dangote's revenue in FY 2023, while the sale of
the sugar refining by-product, molasses,
contributed 0.52% to revenue and grew by 6.52% in
FY 2023 (seechart 2).

DANGOTE SUGAR SEGMENTAL PERFORMANCE @

Percentage Contribution
mental Growth
P to Revenue

Proshare.

Profitability

Dangote Sugar’s PBT has stood positive in the past
five years except in FY 2023, where pre-tax profits
dipped by -232.34% to -N108.92bn from N82.30bn
in a similar period in 2022. Post-tax profit margins,
headed southwards at the end of FY 2023 to -
16.71% from 13.58% in FY 2022. The negative returns
were majorly attributable to net Finance cost of
N191.10bn in FY 2023 from N3.42bn in the previous
year as FX loss rose by+9015.78% to N172.19bn in FY
2023 from N1.89bnin FY 2022 (see chart 3).

DANGOTE SUGAR PLC PBT (N'BN) AND
NET PROFIT MARGIN (%)

45.622
29.820
13.88 1389

FY 2019 FY 2020 FY 2021

-108.922

PBT = Net Profit Margin

inancial Statement, Proshare Research

Financial Position

The company’s assets rose by 22.0% in FY 2023 to
N60Obn from N492.43bn in FY 2022. Asset growth
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in FY 2023 is attributable to biological assets, trade
and other receivables, and cash and cash
equivalents growth by +108.4%, +22.7%, and +17.1%,
respectively. The growth in liquidity poses a
weakness to the company’s cash position if
payments are not received in due time. The sugar
producer’s Liability increased by +69.53%, driven
by a +7822% growth in trade payables. Both
borrowings and shareholders’ equity capital
declined by -31.4% and -53.7% in FY 2023 as
negative returns saw retained earnings decline by
-57.9% in FY 2023 to N66.88bn from N158.85bn in
FY 2022 (seetablel).

Table 1:
DANGOTE SUGAR FINANCIAL POSITION (N'BN)

FY 2022 FY 2023 Growth

Assets 492.43 600.79 22.00%
Liabilities 322 62.37%
Total Borrowings 0.77 -31.40%
Share Capital 6.07 X 0.00%

Retained Earnings % -57.89%
Shareholder's Equity ¥ -53.72%

Proshare.

Cash Flow.

Dangote Sugar Refinery Plc’s cash position rose by
+17.10% as cash and cash equivalents increased to
N204.76bn in FY 2023 from N174.86bn, while Net
cash from operating activities rose by +32.1% from
N18.46bn in FY 2023 to N13.97bn in FY 2022. Cash
generated from the sale of the companies’
products and services decreased by -42.2% as net
cash from operating activities stood at N60.93bn
from N105.42bn. Net cash received from
investment activities declined by -54.2% to
N8.96bn from N19.57bn (see table 2).

Table 2:

DANGOTE SUGAR PLC CASH FLOW (N'BN)

FY 2022 Growth

Net cash gen_emteeds from 105.42 -42.20%

operating

Net cash flows from investing
e 19.57 i -54.24%

Net cash generated from

financial activities 13.97 X 3213%

Cash and cash equivalent 174.86 17.10%

cial Statement, Proshare Ressarch Proshare

Ratios.

The company's current ratio and acid test ratio
stood at 0.77 and 0.68 respectively in FY 2023 from
1.09and 0.94in FY 2022.The company displayed its
ability to meet its short-term obligations.
However, this position showed marginal
brittleness as current and acid test ratios
declined. The negative returns recorded in FY
2023 saw a negative return on equity (ROE) and a

Dangote Sugar Refinery Plc FY 2023 Result: A Walk on Troubled Waters.

negative return on assets (ROA) while the gross
profit margin stood at 20%; the negative net
earnings for the period saw net profit margins
decline to -17% in FY 2023 from 14% in a
corresponding period in 2022. Fall in reliance on
borrowings to finance operations saw leverage
ratio stand at 0.007 in FY 2023 from 0.005 in FY
2022 (seetable 3).

Table 3:

RATIOS

Current ratio

Acid test ratio

Return on assets (%)

Return on equity (%)
Gross profit margin (%)
Net profit margin (%)
Inventory tunover ratio

Leverage ratio

Dangote Sugar's Share Price Movement.

The variations in investors' buying interest in the
shares of Dangote Refinery Sugar Plc remained
high. Demand activities saw the company's share
price maintain an upward trajectory in the first
three quarters of 2023. However, as demand
waned inthe last quarter of 2023, the share price of
the sugar producer has declined at a steady pace
(seechart 4).

Table 4:
DANGOTE PRICE MOVEMENT (JAN - DE

80
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Valuation.

Dangote Sugar Refinery Plc's fundamental
valuation showed that the price-to-earnings ratio
dipped to -9.39x in FY 2023 from 3.56x in FY 2022,
given negative net earnings and earnings per
share (EPS). The company's EPSfell to -N6.07 in FY
2023 from N4.51in a corresponding period in 2022.
on the other hand, the growth in the sugar
producer's net book value saw the price-to-book
value rise to 0.72x in FY 2023, higher than 0.09x in
FY 2022 (seechart5).
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DANGOTE SUGAR PLC'S VALUATION @

Price to Book (P/B)

0.72

Price to Earnings (P/E)

3.56

FY 2022

FY 2023

ment, Proshare Research

Competitors Analysis

The sugar industry players saw revenue growth,
although the prevailing macroeconomic conditions
resulted in persistently low gross profit margins. The
net profit margins of the industry giants were affected
by increased costs and foreign exchange losses
recorded in FY 2023. Specifically, Dangote Sugar
Refinery Plc reported higher revenue and gross profit
margins, but its negative net earnings led to lower net
profit margins relative to Flour Mills of Nigeria (Sugar
Segment). Additionally, both firms saw an increase in
their net book value (NBV) in FY 2023, driven by
increased assets and liabilities (see chart 6).

PEER REVIE @
VS FLOUR MIL IGERIA P G i

Revenue (N'bn) Revenue Growth Gross Profit Margin

441452
33.51% .
208.298
5%

[ ——— Flour Mills (Sugar)  Dangote Sugar Flaur Mills (Sugar)  Dangote Sugar Flour Mills (Sugar)

0.62% 600.789 521544

Dangote Sugar  Flaur Mills [Sugar)

206.264 158.830

Dangote Sugar Flour gay) DangoteSugar  Flour Mills (Sugar)
Proshare.

Closing Thoughts

The global sugar business has beenin a tough rut since
2023. In different parts of the world the sugar business
has jumped through hoops of difficulties. From the
2023 monsoon in India that disrupted the supply
chains of the world's second-largest sugar producer to
the climate difficulties in Thailand, the world's second-
largest commodity exporter,the world wasin flux.

Brazil, the world's largest sugar producer and Nigeria's
principal source of imports, has been pivotal to the
global sugar narrative. According to the International
Sugar Organization (ISO), Brazil exported a record
31.38MMT (million metric tons) of sugar in 2023, up 15%
year-on-year (Y-o-Y), including 27.04MMT of raw sugar
and 4.34MMT of refined sugar, up 12% and 38%
respectively.

Nigeria's 2013 sugar master plan was meant to
encourage domestic sugar production, and by 2021, it
was believed that Nigeria would be self-sufficient in

Dangote Sugar Refinery Result: A Walk on Troubled Waters.

sugar production. Unfortunately, by 2024, Nigeria was
still heavily dependent on imported sugar and may
remain so for several years. The country produces less
than 10% of its sugar needs domestically. The Nigeria
sugar masterplan needs rethinking with the goal of
improving the ratio of sugar import to domestic
production. An annual target may be needed with
government monitors aligning domestic output
reviewswith annualtargets.

With fresh government policies towards the sugar
industry and a commitment to self-sustainability,
companieslike Dangote Sugar Plcshould dowellin the
mediumtolongterm.

CANE SUGAR AMONG NIGERIA'S LE, S 2023 '

Leading Imports in Q1, Leading Imports in Q2,
2023 (Wbn) 2023 (N'bn)

149228 123095

47240

7573 7006 69.49

Leading Imports in Q3,
2023 (W'bn)

19208 5,061.25

Leading Imports in Q4,
2023 (N'bn)

1,807.48
1196.26
.76
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Related Items.

1.  Dangote Sugar Refinery Plc Declares N73.76bn
Lossin FY 2023 Audited Results,(SP:N59.00Kk).

2. Dangote Sugar Refinery Plc to Hold Board
Meeting on February 28th 2024.

3. Moody's Assigns First-Time Caal and Baa3.ng
Ratings to Dangote Sugar Refinery Plc; Stable
Outlook.

4. Dangote Sugar Refinery Plc to Seek Regulatory
Approval of the Scheme of the Proposed Merger
with Nascon Allied Industries Plc and Dangote
Rice Limited.

5. NASCON Allied Industries Plc to Apply to SEC for
the Approval of Merger With Dangote Sugar
Refineryand Dangote Rice.

6. Dangote Sugar Refinery Board Recommends
Proposed Merger to Shareholders for
Consideration and Regulatory Approval.

7. Dangote Sugar Refinery Plc Appoints Mrs Mariya
Aliko Dangote asan Executive Director.

8. Dangote Sugar Refinery Plc Declares N27.98bn
Lossin Q22023 Results,(SP:N30.00Kk).

9. Board of Nascon Allied Industries Plc to Consider
Proposed Merger With Dangote Sugar Refinery
Plcand Dangote Rice Ltd.

10. Dangote Sugar Refinery Plc Declares N54.74bn
PAT in 2022 Audited Results; Proposes N1.50k Final
Dividend,(SP:N17.00Kk).
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Advice To Users of This Report

Proshare, founded in 2006, is a trusted professional
practice and financial information hub dedicated to
serving as a critical bridge between the markets,
investors, regulators, and stakeholders. By delivering
credible, reliable, and timely engagements, we assist
the marketplace to shape thought-led conversations
premised on evidence-based insights that hold the
firm accountable collaboratively.

Practice Ethos and Disclaimer

Proshare does not guarantee any results or investment
returns based on the information contained in this
report. Although we have used our best efforts to
provide the most accurate information, we do not
promise verbally or in writing that you will earn a profit
when or if you use the information contained therein
and/or take the actions that might have been
prescribed here by the author or our analysts, any
rel|ance you plac{e on our content for deCISI.Oh making Got Recalcitrant Debtors and Worried
is at your own risk  Reports often contain complex

technical language, kindly seek expert analysis or about Recoveries?
expert opinions to help interpret the findings .
accurately. Context is key, and understanding is Take Action Now!
essential to grasp the report's true implications. We
encourage our discerning readers to seek additional
education and insights as you navigate the v n

complexities of the report. As consumers of news and Debtors
information, we play a role in responsible reporting, be

cautious of spreading unverified or misleading

information about the report's contents or corporate

entities mentionedin thereport.
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Copyright

The copyright of the materials in this report belongs to
Proshare Nigeria Ltd. While we encourage the
dissemination of our work, permission to reproduce or
republish any portion of the report should be directed
tothe office of the MD/CEO of Proshare Nigeria Ltd. This
work is licensed under the Trademark and Copyrights
Laws of the Federal Republic of Nigeria and is
registered accordingly at the National Library and
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