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Investment Rating Overweight
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Another Chapter of Strong Annual Growth
Overweight and 12M PT maintained

Factory maintenance weighs on performance q/q: Misr Chemical
Industries’ [MICH] earnings performance continued to impress with
9M 2020/21 registering a bottom line of EGP108mn vs. only
EGP28mn a year earlier. Sound earnings performance is the product
of substantial margin improvement; GPM came in at 46.9% vs.
30.9% a year earlier. Q3 2020/21 results alone, while still impressive
from a y/y perspective, point to a sequential weakening. MICH
achieved a top line of EGP107mn in Q3 2020/21 (+17% y/y, -12%
g/q), whereas its bottom line came in at EGP25mn (+79% y/y, -37%
g/q). Such a g/q decline in performance indicators is attributed to
weaker sales volumes during the quarter on the back of some
factory maintenance, resulting in softening top line. Also, a higher
effective tax rate in Q3 2020/21 further contributed to the
sequential decline.

Still boasting a solid balance sheet: MICH's balance sheet remains
in a good shape, flush with cash (i.e. 32% of total market cap). MICH
still has light working capital needs. During Q3 2020/21, working
capital as a percentage of annualized revenues came in at 10% vs. a
median of 9% since Q1 2018/19.

Short- and long-term catalysts linger: Earlier in 2021, the
argument for water desalination and water treatment projects got
stronger, driven by Ethiopia’s GERD potential effect on water
availability. The more achieved on the water desalination file over
the next ten years, the higher expected demand for MICH's chlorine
over the long term. Over the short term, still renewed COVID-19
waves in different areas around the globe promises favorable prices
to MICH's caustic soda as well as sodium hypochlorite.

Overweight and 12M PT maintained: MICH is currently traded at
2020/21 P/E of 5.9x and EV/EBITDA of 3.1x. In view of Q3 2020/21
results, we are maintaining our 12-month price target (12M PT) at
EGP13.9/share, implying an upside potential of +21%.
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Results in charts
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Disclaimer

Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users
whether they received them directly or through any research pool and other specialized websites. The report is published for information purposes only
and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. Unless specifically stated otherwise, all
price information is only considered as indicator. No express or implied representation or guarantee is provided with respect to completeness, accuracy
or reliability of information included in this report. Past performance is not necessarily an indication of future results. Fluctuation of foreign currency
rates of exchange may adversely affect the value, price, or income of any products mentioned in this report. Information included in this report should
not be regarded by report users as a substitute for the exercise of their own due diligence and analysis based on own assessment and judgment criteria.
Any opinions given are subject to change without notice and may significantly differ or be contrary to opinions expressed by other Prime business areas
as a result of using different assumptions and criteria. Prime Group is under no obligation responsible to update or keep current the information
contained herein. Prime Group, its directors, officers, employees or clients may have or have had interests or long or short positions in the securities
and/or currencies referred to herein, and may at any time make purchases and/or sales in them as principal or agent. Prime Group, its related entities,
directors, employees, and agents accept no liability whatsoever for any loss or damage of any kind arising from the use of all or part of these information
included in this report whether it is received directly or through research pools and other specialized websites. Certain laws and regulations impose
liabilities which cannot be disclaimed. This disclaimer shall, in no way, constitute a waiver or limitation of any rights a person may have under such laws
and/or regulations. Furthermore, Prime Group or any of the group companies may have or have had a relationship with or may provide or have
provided other services, within its objectives to the relevant companies.

Copyrights © 2021, Prime Group, ALL RIGHTS RESERVED. You are hereby notified that distribution and copying of this document is strictly prohibited
without the prior approval of Prime Group.
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