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Flour Mills of Nigeria FY 2024 Reports:
Strong Segmental Performances Drive
Revenue Growth.
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Issue Date: Despite challenging global and local macroeconomic
Sunday, June 09, 2024 conditions in the 2023/2024 financial year (FYE), Flour Mills of

Nigeria Plc, a leader in Nigeria's consumer goods sector,
A Market Intelligence and portrayed a positive operating outlook. The company's

resilience was projected in its 2023/2024 outlook, affirming
that its business model has been 'stress tested' with the
Production: group showing agility and profitability.

Strategic Advisory Group Report

Proshare Graphics.
As 2023/2024 ended, the consumer goods industry

witnessed an aggregate revenue amount of N3.5trn and a
Unlock exclusive access to market capitalisation size of N7.9trn. Flour Mills contributed
reliable market information, NO.06trn to market capitalisation, with its revenue nearly
comprehensive reports, and doubling from N1.54trn in FY 2023 to N2.29trn in FY 2024, a

expert analysis. testamenttoitsgrowth.

Analysts observed that while revenue grew +48.84% in FY
2024, a 48.16% rise in the cost of sales and a 4,900% rise in
foreign exchange losses impaired the company's revenue
growth, resulting in post-tax earnings of N3.54bn at the end
of FY 2024.

While inflation and exchange rate volatility contributed to the
sector's high cost of production and higher cost of finished
goods, analysts believe that structural optimisations such as
the Honeywell integration at the end of 2023, the full capacity
operation of the Kaduna plant, partnerships such as FMAN
and product initiation and innovation will remain key drivers
BEYONP of revenue in the forthcoming quarters (see illustration 1).
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Board of Directors.

The company’s 15-man board of directors will see
about 5 directors retire by rotation as their tenure
ends. All five boards of directors expected to retire
by rotation have indicated interest in seeking re-
election at the company’s next annual general
meeting (see tablel).

Table 1:
FLOUR MILLS FINANCIAL POSITION (N'BN)

Director Role

Mr John George Coumantaros Chairman
Mr Paul Miyonmide Gbededo Vice-Chairman
Mr Omoboyede Oyebolanle olusanya Group Managing Director
Prof. Jerry Gana Non Executive Director
Mr Alfonso Garate Non Executive Director
Alhaji Rabiu M. Gwarzo Non Executive Director
Mr. Yiannis Katsaounis

Mr. Thanassis Mazarakis

Non Executive Director
Non Executive Director
Mr. Foluso O. Phillips Non Executive Director
Alhaji Y. Olalekan A. Saliu Non Executive Director
Mr Folarin R.A. Williams Non Executive Director
Dr (Mrs.) Salamatu Hussaini Sulaiman Non Executive Director
Mrs. Juliet Anammah Non Executive Director
Mr. Muhammad K. Ahmad Independent Executive Director

Ms. Yewande Sadiku Non Executive Director

Directors Retiring By Rotation Directors Seeking Re-election

Mr John George Coumantaros. Mr John George Coumantaros
Prof. Jerry Gana Prof. Jerry Gana
Mr Alfonso Garate Mr Alfonso Garate
Alhaji Rabiu M. Gwarzo Alhaji Rabiu M. Gwarzo
Ms. Yewande Sadiku Ms. Yewande Sadiku
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Independent Auditor.
KPMG Professional Services

Bankers.

FMN operated with 28 principal bankers within
the periodinreview (seeillustration 2).

Recapitalizing Tier 1 Banks: The .
Consequences of Getting Bigger Faster 2

A Proshare Report Out Soon. or
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[llustration 2:
PRINCIPAL BANKERS

Access Bank Plc

Access Bank UK

Bank of Agriculture

Citibank Nigeria Limited
Coronation Merchant Bank
Credit Suisse

Ecobank Plc

Fidelity Bank Plc

First Bank of Nigeria Limited
First Bank of Nigeria Merchant Bank
First City Monument Bank Plc
FSDH Merchant Bank Limited
Globus Bank Limited
Guaranty Trust Bank Plc

Heritage Bak Plc

Keystone Bank

Nova Merchant Bank Limited
Polaris Bank Limited
Providus Bank Plc

Rank Merchant Bank
Standard Chartered Bank Plc
Star Microfinance Bank
Sterling Bank Plc

Suntrust Bank Nigeria

Union Bank of Nigeria Plc
United Bank for Africa Plc
Wema Bank Plc

Zenith Bank UK
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Investor Indicator.

[llustration 3:

INVESTOR INDICATORS

Market Capitalization NO.16trn
Current Share Price N38/share
P/E 549.02X
P/B - 1.73X
EPS V NO.06

Div. Yield 5.9X

Industry average Div. yield 9.3X

FMN, Proshare Research

Key Financial Highlights.

@ Flour Mills Nigeria's revenue grew by +48.84%
to N2,291.56bn in FY 2024 from N1,539.65bn in
FY 2023, and this was driven by the sales of
food which contributed 65.58% to revenue.

@ Costofsalesgrew by +48.16% to N2,018.81bn in
FY 2024 from N1,362.55bn in FY 2023.

@ Flour Mills Nigeria's gross earnings stood at
N272.75bn in FY 2024, rising +54.01% from
N17710bnin FY 2023.

@ The company’'s pre-tax and post-tax profits
declined for the first time in five years by -
90.76% and -87.99% to (N3.95bn) and
(N3.54bn)in FY 2024, respectively.

@ Total assets grew by +36.00% to N1,492.49bn in
FY 2024 from N1,097.40bnin FY 2023.

@ Total borrowings grew by +18.56 to N397.91bn
in FY 2024 from N367.37bnin FY 2023.

@ Inventories increased by +75.55% to
N590.50bn in FY 2024 from N336.37bn in FY
2023.

@ The company’'s finance income increased to
N4.64bnin FY 2024 from NO.72bnin FY 2023.

@ Finance costs rose by +139.44% to N208.82bn
in FY 2024, driven by the soaring FX loss, which
grew by +4900.11% to N20.ecbn in FY 2024
from NO.41bnin FY 2023.
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@ Retained earnings fell by -4.54% to N126.64bn
in FY 2024 from N132.67bnin FY 2023.

@ The company’'s cash and cash equivalents
grew by +79.98% to N175.84bn in FY 2024 from
N97.70bnin FY 2023.

@ Earnings per share (eps) fell to NO.Ock in FY
2024 from N7.25kin FY 2023.

Revenue.

Flour Mills of Nigeria Plc’s (FMN's) revenue grew by
48.84% in FY 2024 higherthanitsfive-yearaverage
revenue growth of 41.61%. The consumer goods
giant saw revenue rise to N2,291.56bn in FY 2024
from N1.539.65bn recorded in FY 2023. (see chart ).

Chart 1.

FLOUR MILL'S REVENUE PERFORMANCE (N'BN)

Segmental Performance.

Revenue growth during this period was mainly
driven by the food, sugar, and agro-allied
segments, which accounted for roughly 97% of the
company's revenue. FX volatility, climate
challenges affecting harvest, and high global
prices of raw imported sugar were major
constraints to the sugar business; however, strong
demand from the Northern market and Saunti
Sugar's increased operations saw the sugar
division stand out as the highest business growth
segment fortheyear (seeillustration 4).

Chart I:
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Profitability.

FMN saw its first decline in pre- and post-tax
earnings over the last five years in FY 2024 as
macroeconomic headwinds took a slice off the
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company’s earnings. The company's cost of sales
of N2.01trn in FY 2024 from N1.36trn in FY 2023
hacked away at revenue, resulting in net earnings
falling as finance cost grew by 139.44% from
N208.82bn in FY 2024 from N87.21bn in FY
2023(seechart 2).

Chart 2:

FLOUR MILLS PBT AND PAT IN FY 2024
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Improved stability and efficiency did not fully
translate into superior returns for shareholders in
FY 2024. The company aimed to reduce financial
risk by reducing its reliance on borrowings and FX
exposures in FY 2024, as confirmed by the
company. FMN increased stability as it financed
most of its assets through equity. FMN also
witnessed efficiency in asset utilisation to increase
turnover. However, the decline of pre-tax earnings
by -87.99% from N29.50bn in FY 2023 to N3.54bnin
FY 2024 left the company with a low return-on-
equity position (see lllustration 5).

[llustration 5:

FLOUR MILLS NIGERIA PLC FY 2024
DUPONT NUMBERS

Dupont Numbers |

Profit Margin Asset Turnover Equity multiplier

PAT Sales Asset
ROE Sales Asset Equity

1.59% = 0.15% X 153.54% X | 638.77%

Modified Dupont Numbers |

Profit Margin  Inventory Turnover  Equity multiplier Growth

PAT coc Asset

— —_— Sales Growth
ROE Sales Average Inventory Equity

128% = 015% X 266.09% X 63877% X 48.84%
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Financial Position.

Trade receivables (64.47%), cash and cash
equivalents (79.98%), and biological assets
(livestock, cassava, sugar cane, and oil palm)
(102.41%) growth were major drivers of asset
growth. Trade payables (138.42%), dividend
payable and lease liabilities (38.06%) growth drove
liability increasesin FY 2023 (see table 2).
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Table 2:

FLOUR MILLS FINANCIAL POSITION (N'BN)

FY 2023 FY 2024 Change

Assets 1,097.40 1,492.49 36.00%

Liabilities 8727 1,258.84 44.33%
Total Borrowings 349.69 397.91 13.79%
Share Capital 2.05 2.05

Retained Earnings 132.67 126.64

Shareholder's Equity 225.22 233.65

Source: FMN, Proshare Researc:

Cash Flow.

Net cash from the company’s operations rose by
+62.52% from N98.93bn in FY 2024 to N160.78bn in
FY 2023. Net cash received from investment
activities stood at (N25.40bn) obtained in FY 2024
from (N185.13bn) in FY 2023. The company ended
the year with a strong cash position as cash and
cash equivalent rose to N168bn in FY 2024 from
N64.90bnin FY 2023 (see table 3).

Table 3:

FLOUR MILLS PLC CASH FLOW (N'BN)

Net cash generated from operating activities 160.78
Net cash flows from investing activities -25.40
Net cash generated from financing activities -32.81

Cash and cash equivalent 168.00

rce: FMN, Proshare Research Proshare.

Ratios.

FMN could comfortably meet its immediate
obligations, with a current ratio of .09 in FY 2024
compared to 1.34 in FY 2023. However, its ability to
meet its short-term obligations adjusted for
inventories declined, given an acid test ratio of
0.48 in FY 2024 compared to 0.64 in FY 2023. The
decline in gross and net earnings in FY 2024
caused the profit margins to fall to the lowest the
company has recorded in the past five years (see
table 4).

Table 4:

RATIOS

Gearing Ratio

Current Ratio

Gross profit margin

Net profit margin
Inventory turnover ratio

Acid test ratio

urce: FMN, Proshare Rescarch
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Flour Mills of Nigeria's Share Price
Movement.

FMN'’s share price averaged N32.94 in FY 2024,
rising from N32 on March 1, 2023, to N39 on March
28, 2024. The company's share traded above the
average price line for the period between January
2024 and March 2024 (see chart 3).

Chart 3

FMN's HISTORICAL SHARE PRICE
PERFORMANCE (N'k)
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Valuation.

Given the fallin earnings in FY 2024 and earnings-
per-share (EPS) of NO.O6 in FY 2024 to N7.25in FY
2023, the valuation matrices obtained in FY 2024
may be an indication that the company’s shares
are overweight (see chart 4).

Chart 4:
VALUATION
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Competitors Analysis:

Competitors in the consumer goods industry saw
strong revenue growth, with Nascon Allied
posting the least growth, 37.5%. The companies
show a reduced reliance on debt, while improved
cash positions by the consumer goods companies
show grit in their ability to meet immediate
obligations. However, FMN lagged behind its
peersin converting inventory tosales (see chart 5).

Access Holdings FY 2023 and Result: ses
rest and Non-intergst Incomes Gather P f
| 1 ’
& - J
/

Proshare.

www.proshare.co |@

Page 4 of 6


https://proshare.co/marketplaces

The Analyst Note. | Proshare. | 'ssue Date: sunday, June 10,2024

Chart 5:

PEER REVIEW:

Net Profit Margin

220156 7436%

48.84%

Closing thoughts: Outlook for Q1 2025.

Proshare analysts describe the 2023/2024
financial year as a valley of declining business
years, which reflected challenges beyond the
company’'s immediate control. The analysts
believe the challenges will persist in the few
guarters ahead. However, FMN may use its
strength as a market giant in the sector while
leveraging the lessonslearned over the period.

Subscribe to our market intelligence notes for
updates.Thankyou.
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Related Items.

1. Flour Mills of Nigeria Plc — Shareholders'
Resolutions at the Court-Ordered Meeting on
May15,2024.

2. Flour Mills of Nigeria Plc to Hold Court-
Ordered Meeting on April 19th 2924.

3. Flour Mills of Nigeria Plc Declares N258m PAT
in Q32023/2024 Results,(SP:N43.95k).

4. FMN Plc Commences Q3 2023/2024 Closed
Period.

5. FMN Board Approves 2023/2024 Financial
Year Annual Budget.

6. FMN Plc Declares N10.02bn PAT as Revenue
Hits N1.11trn in Q32023 Results (SP:30.90K).

7.  Flour Mills of Nigeria's H1 2023 Result: PBT
Declines by 46% As Costs Surge.

8. Flour Mills of Nigeria Plc Q12022/2023 Results:
Rising Revenue Sees Sugar Segment Grow
64.11%.

9. FMN to Acquire 5.06% FBNH Equity Stake in
Honeywell Flour Mills Plc, to Hold 76.75%
Stake.

10. FLOURMILL Declares N15.6bn PAT in Q3 2021
Results, (SP:N32.00k).

Unlock exclusive access to
reliable market information,
comprehensive reports, and
expert analysis
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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
firmaccountable 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 plage 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/CEQ 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

Market Impact Digital Strategic Stakeholder
Intelligence. Research. Media. Advisory. Relations.

other relevant agencies. Proshare's Reports are critical Contacts.
to its education, empowerment, and enlightenment. It
is designgd tQ prov?de market impact commentary on Oluferni AWOYEMI, mni e proshare.co
economic, financial, and business developments. ceo@proshare.co : :
While the partners and acknowledged references are . @ +2349024075284
ible for thei I th ti dis desi d Teslim SHITTA-BEY h

Eesdpong e tofr telrwor ,thereportissuedisdesigne teslim.bey@proshare.co @proshare
odocument facts.

Tosin IGE m proshare.co
Creation Date research@Proshare.co @ proshare.co
This report was published on June 09, 2024, and is Ademidun SHOGO I'i proshare.co
based on the best publicly available information at that ireconomist@Proshare.co

time. The PDF version was created on June 10, 2024. For
comments, feedback,and updates, kindly send usan e-
mail via research@proshare.co. Thankyou.
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