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Earnings grew on substantial margin improvement and a top 

line leap: Abu Qir Fertilizers’ [ABUK] Q2 2021/22 net earnings came 

in at EG1.9bn (+138% y/y, +48% q/q) on revenues of EGP3.6bn 

(+57% y/y, +35% q/q). Top line growth was accompanied by rich 

GPM of 65.7% (+7.2pp q/q). Net earnings reached EGP3.2bn 

(+115% y/y) in H1 2021/22. Strong earnings growth came on the 

back of: (1) 55% y/y higher top line of EGP6.2bn, (2) a 23pp 

improvement in GPM to 62%. Such performance leap was due to: 

(1) global nitrogen fertilizers rally, where urea prices crossed the 

USD900/ton mark during the quarter, (2) a relatively weak base in 

H1 2020/21. We expect ABUK's strong performance to continue in 

H2 2021/22, albeit at a lighter pace than Q2 2021/22 as global urea 

prices are bound to correct gradually as the winter season ends.

Astronomical urea prices created yet another historical quarter: 

ABUK registered a record-high top line figure of EGP3.6bn in Q2 

2021/22. Similarly, ABUK’s net earnings is the highest on record. 

Such results came against the backdrop of robust global urea 

prices, with an intra-quarter high of USD945/ton. We note that 

prices started to decelerate a bit in Q3 2021/22, penetrating the 

USD800/ton mark. The reason behind such unprecedented 

nitrogen-based fertilizer market can be attributed to: (1) lower-

than-expected Chinese exports, (2) overall tight global supply of 

ammonia driving urea prices higher, (3) the jump in major crops 

prices, such as corn, wheat, and soybeans, and (4) higher global 

natural gas prices, which continued to add fuel to the current price 

rally in urea prices.

Natural gas price hike had a mild impact on Q2 2021/22: ABUK’s 

sales mix in H1 2021/22 witnessed nearly equal contribution from 

both prilled and granulated urea. Granulated urea represented 

35.8% of total revenues, whereas prilled urea made 35.9%. ABUK 

fulfills the majority of its monthly local quota through its 

ammonium nitrate output. This allows it to direct the majority of its 

urea production towards exports, capitalizing on the current 

favorable run in global urea prices. We note that the effect of hiking 

local natural gas prices to USD5.75/MMBTu from USD4.50/MMBTu 

was minimal in Q2 2021/22, as the hike only covered two months of 

the quarter, averaging USD5.33/MMBTu. Furthermore, hiking local 

subsidized fertilizer’s prices late November 2021 partially offset the 

impact of the 28% natural gas price hike undertaken early 

November 2021. That said, we should start to see a more magnified 

impact of higher local natural gas prices in H2 2021/22 as global 

urea prices cool down.

Overweight and 12M PT maintained: ABUK is currently traded at 

2021/22e P/E of 4x and EV/EBITDA of 2x. In view of Q2 2021/22 

results, we maintain our 12-month price target (12MPT) at 

EGP31.0/share (+49%).
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Source: Bloomberg.

Fair Value

EGP27.30
set on 21 Nov 2021

12M PT

EGP31.0 (+49%)
set on 21 Nov 2021

Overweight   Investment Rating

Risk Rating Medium ! ! !

Market Price

EGP20.80
at close of 13 Feb 2022

Key Stock Statistics

Shares outstanding (mn) 1,262 

Free float 37%

Market cap (mn) EGP26,247

Market cap (mn) USD1,672

52w range (EGP/share) 24.2-14.0

EGP100 invested 5y ago EGP349

TTM EPS EGP4.14 

TTM P/E 5.0x

2022e EPS EGP5.62 

2022e P/E 3.7X

Last fiscal year's DPS EGP1.3

Dividend yield 6.25%

5Yr beta 0.8

4Y EPS CAGR 28%
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Source: Company financials, Prime Research.

Financial KPIs (figures in EGPmn, unless otherwise noted)

H1 2021/22 H1 2020/21 y/y change

Total Revenues

Prilled Urea 2,242             1,221             83.6%

Granulated Urea 2,236             1,334             67.6%

Ammonium Nitrate 1,401             1,254             11.7%

Others 367                227                62.1%

Total Revenues 6,246           4,035           54.8%

COGS

Prilled Urea 707                724                -2.4%

Granulated Urea 745                804                -7.3%

Ammonium Nitrate 739                696                6.3%

Others 149                218                -31.5%

Total COGS 2,340           2,441           -4.1%

Gross Profit

Prilled Urea 1,535             497                209.1%

Granulated Urea 1,491             531                180.9%

Ammonium Nitrate 661                558                18.5%

Others 218                9                    2316%

Total Gross Profit 3,905           1,594           145.0%

GPM

Prilled Urea 68.5% 40.7% 28 pp

Granulated Urea 66.7% 39.8% 27 pp

Ammonium Nitrate 47.2% 44.5% 3 pp

Blended GPM 62.5% 39.5% 23 pp

EBITDA 3,699           1,451           154.9%

EBITDA margin 59.2% 36.0% 23 pp

Net income 3,203           1,491           114.8%

NPM 51.3% 37.0% 14 pp
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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 t ime 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 limitat ion 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 wi th or may provide or have

provided other services, within its objectives to the relevant companies.

Copyrights © 2022, 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.

Prime Securities

Heliopolis

7 Elhegaz Square

Heliopolis, Cairo, Egypt

T +202 2777 0600

F +202 2777 0604

Alexandria

7 Albert Al Awal St.

Smouha, Alexandria, Egypt

T +202 3300 8170

F +202 3305 4622

Prime Securities S.A.E.

Branches

Regulated by FRA License No. 179.

Member of the Egyptian Exchange.

2 Wadi Elnil St., Liberty Tower, 7thFl.
Mohandessin, Giza, Egypt

T +202 3300 5700 / 770 / 650 / 649

F +202 3760 7543

Head Office

Sales

Shawkat El Maraghy
Managing Director

T +202 3300 5622

SElmaraghy@egy.primegroup.org

Mohamed Ezzat
Head of Sales & Branches

T +202 3300 5784

MEzzat@egy.primegroup.org

Mohamed Ashmawy
Head of Institutional Sales

T +202 3300 5612

MAshmawy@egy.primegroup.org

Amr Alaa CFTe

Team Head –Institutional Desk

T +202 3300 5609

AAlaa@egy.primegroup.org

Mohamed El Metwaly
Manager

T +202 3300 5610

MElmetwaly@egy.primegroup.org

Emad El Safoury
Manager

T +202 3300 5624

EElsafoury@egy.primegroup.org

Shawkat Raslan
Heliopolis Branch Manager

T +202 3300 8130 

SRaslan@egy.primegroup.org

Amr Hussein Elalfy CFA

Head of Research

T +202 3300 5724

AElalfy@egy.primegroup.org

Disclaimer

Nashwa Abuelatta
Alexandria Branch Manager

T +202 3300 5173

NAbuelatta@egy.primegroup.org

Research

Website

www.primeholdingco.com

mailto:SElmaraghy@egy.primegroup.org
mailto:MEzzat@egy.primegroup.org
mailto:MAshmawy@egy.primegroup.org
mailto:AAlaa@egy.primegroup.org
mailto:MElmetwaly@egy.primegroup.org
mailto:EElsafoury@egy.primegroup.org
mailto:SRaslan@egy.primegroup.org
mailto:MElhenawy@egy.primegroup.org
mailto:NAbuelatta@egy.primegroup.org

