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Rating : BUY 

1Q22 Net Profit lower than our estimate 
 
RAK Ceramics PJSC (RAKCEC) reported 5.6% YOY decrease in net 
profit to AED 57 Mn in 1Q22 from AED 61 Mn in 1Q21, missing our 
estimate of AED 68 Mn. This decrease in net profit mainly due to in-
crease in freight and transportation cost and higher of profit attribut-
able to non-controlling shareholders partially offset by increase in 
revenue and gross profit margin. 
 
P&L highlights 
 
Net Revenue rose 8.3% YOY to AED 783 Mn in 1Q22 driven by a 
strong growth in Sanitaryware and Tableware Segment somewhat 
offset a marginal drop in revenue from Tiles Segment. Revenue from 
sanitaryware rose 13.1% YOY to AED 155 Mn in 1Q22 driven by 
growth in European and UAE market. Tableware revenue grew from 
AED 41.1 Mn in 1Q21 to AED 75.7 Mn in 1Q22. By geography, reve-
nue of Tiles and Sanitary Segment supported by growth in Middle 
East (excluding UAE and KSA), Bangladesh, Europe, India partially 
offset by decline in KSA region. Cost of sales rose 5.1% YOY to AED 
494 Mn in 1Q22. Resultantly, gross profit increased 14.3% YOY to 
AED 289 Mn in 1Q22, with a gross profit margin of 37.0% in 1Q22 
compared to 35.0% in 1Q21. Expansion in margin is driven by a gain 
in production efficiency and optimization of production line in UAE, 
India and Bangladesh. Selling and overhead expenses rose 20.9% 
YOY to AED 212 Mn in 1Q22due to increase in freight cost because of 
the supply chain disruption and rising transportation cost. Thus, total 
EBITDA remain almost unchanged at AED 119 Mn in 1Q22 compared 
to AED 120 Mn in 1Q21 with a margin of 15.1% in 1Q22. Operating 
profit remain static at AED 78 Mn in 1Q22. Impairment charges rose 
from AED 6 Mn in 1Q21 to AED 7 Mn in 1Q22. Furthermore, other 
income increased to AED 20 Mn in 1Q22, up from AED 10 Mn in 
1Q21. Finance charges declined to AED 18 Mn in 1Q22 from AED 29 
Mn in 1Q21 due to the decrease in net foreign exchange loss of the 
company. Profit before tax grew from AED 68 Mn in 1Q21 to AED 77 
Mn in 1Q22. Share of profit attributable to non-controlling holders 
rose from AED 2 Mn in 1Q21 to AED 13 Mn in 1Q22 dragging the 
profitability.  
 
Balance Sheet highlights 
 
Total debt of the company stood at AED 1.5 Bn and net debt/EBITDA 
ratio of 1.93x in 1Q22. Cash and cash equivalents including bank de-
posits stood at AED 573 Mn in 1Q22. Cash flow from operations de-
creased to AED 151 Mn in 1Q22 compared to AED 203 Mn in 1Q21 as 
the company received advance of AED 30.9 Mn against asset held for 
sale in 1Q21. mainly due to the increase in working capital activities 
of the company. Thus, free cash flow stood at AED 127 Mn in 1Q22, 
as compared to AED 187 Mn in 1Q21. 
 
Target price and rating 
 
We maintain our BUY rating on Rak Ceramics with a revised target 
price of AED 3.50. Rak Ceramics took several initiatives to strength-
en its brand and even introduced new products to drive demand. The 
company is also launching its product on e-commerce platform, 
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growing its distribution network, entering into collaborations and other activities to drive topline. The 
management also believes KSA sales to bounce back to previous level as logistics situation eases and it 
sees healthy demand traction led by increased retail footprint and secured projects. The company is un-
dertaking initiatives to mitigate rising energy cost by securing better contract terms with suppliers and 
installing energy saving instruments to decrease energy consumption and costs. Furthermore, Rak Ce-
ramics increased its stake in Kludi Group from 51% to 100% with an investment of EUR 19 Mn. It plans 
to finance this acquisition using internal cash accruals. The consolidation complements the current busi-
ness of tiles, sanitaryware and tableware business. Kludi is an established faucet company with manufac-
turing footprint across Germany, Austria, Hungry and UAE with annual sales of EUR 120 Mn. Rak Ceram-
ics plans to pay a dividend of 60 fils during the next three year and 25 fils in FY2022. The company share 
price offer an attractive dividend yield of 8.4% based FY2022 dividend. However, rising energy cost 
might impact margins if the company is unable to pass on the rising cost. Based on the aforementioned 
factors, we assign BUY rating on the stock. 

RAK Ceramics  -1Q22 

RAK Ceramics  - Relative valuation           

(at CMP) 2018 2019 2020 2021 2022F 

PE(X) 16.3 18.1 NA 12.1 9.3 

PB(X) 1.2 1.2 1.4 1.3 1.3 

EV/EBITDA 18.3 10.5 12.7 12.0 7.7 

Dividend yield 5.0% 5.0% 2.5% 6.7% 8.4% 

FABS Estimates & Co Data      

RAK Ceramics - P&L                  

AED mm 1Q21 4Q21 1Q22A 1Q22F Var. YOY Ch QOQ Ch 2021 2022F YOY 

Revenue 723 752 783 791 -1.0% 8.3% 4.1% 2,861 3,186 11.4% 

Direct costs -470 -499 -494 -475 4.0% 5.1% -1.1% -1,826 -1,879 2.9% 

Gross profit 253 253 289 317 -8.6% 14.3% 14.3% 1,035 1,307 26.3% 

Selling & overhead exp. -175 -189 -212 -238 -10.9% 20.9% 12.1% -743 -961 29.4% 

EBITDA 120 106 119 120 -1.4% -1.5% 12.2% 459 507 10.5% 

Depreciation and amorti-
sation 

-42 -41 -41 -40 3.0% -3.7% -1.5% -167 -161 -3.6% 

Operating profit 78 64 78 81 -3.5% -0.3% 21.0% 292 346 18.6% 

Impairment -6 -17 -7 0 NM 32.1% -55.4% -32 0 NM 

Other income 10 27 20 24 -15.1% 92.8% -24.2% 89 94 5.9% 

Share of associates 3 4 3 0 NM -11.0% -18.5% 17 0 NM 

Loss on net monetary 
position 

-1 -1 0 0 NM NM NM -3 0 NM 

Investment & other inc. 12 2 2 0 NM -85.7% -24.5% 17 -27 
-

260.4% 

Financial charges -29 -11 -18 -11 62.2% -38.7% 62.7% -78 -78 NM 

Profit before tax 68 68 77 93 -17.1% 13.2% 13.1% 301 335 11.4% 

Tax expense -6 -5 -7 -8 -8.6% 22.7% 26.0% -17 -16 -5.6% 

Profit before minori-
ties 

63 63 70 86 -17.9% 12.4% 11.9% 284 319 12.4% 

Minorities -2 -18 -13 -18 -27.0% 556.9% -25.8% -37 0 NM 

Profit to shareholders 61 45 57 68 -15.5% -5.6% 26.7% 246 319 29.5% 

FABS Estimates & Co Data          
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RAK Ceramics  - Margins 
             

 1Q21 4Q21 1Q22A YOY ch QOQ ch 2021 2022F Change 

Gross profit margin 35.0% 33.6% 37.0% 194 332 36.2% 41.0% 486 

EBITDA margin 16.7% 14.1% 15.1% -151 109 16.0% 15.9%  -13 

Operating profit margin 10.8% 8.5% 9.9% -86 139 10.2% 10.9%  66 

Net Margin 8.4% 6.0% 7.3% -108 131 8.6% 10.0% 140 

FABS estimate & Co Data 
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DISCLAIMER 

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-

modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-

change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-

vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-

tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-

nancial instrument.  The information, opinions and material in this report have been obtained and derived from 

publicly available information and other sources considered reliable without being independently verified for 

their accuracy or completeness.  FABS gives no representation or warranty, express or implied, as to the accu-

racy and completeness of information and opinions expressed in this report.  Opinions expressed are current 

as of the original publication date appearing on the report only and the information, including the opinions 

contained herein, are subject to change without notice.  FABS is under no obligation to update this report. The 

investments referred to in this report might not be suitable for all recipients.  Recipients should not base their 

investment decisions on this report and should make their own investigations, and obtain independent advice, 

as appropriate.  Any loss or other consequences arising from the uses of material contained in this report shall 

be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-

sequence.  The value of any investment could fall as well as rise and the investor may receive less than the 

original amount invested. Some investments mentioned in this report might not be liquid investments, which 

could be difficult to realise in cash.  Some investments discussed in this report could be characterised by high 

level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material 

contained in this report.  No part of this report may be reproduced, utilised or modified in any form either in 

whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including 

photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.  

While utmost care has been taken to ensure that the information provided is accurate and correct, neither 

FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the 

recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/

restrictions. 
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