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The crux of the matter Industrials

Cashbuild — 2022 Update

Key message: Sales have slowed down (adjusted for looting impact)
after the DIY boom post-Covid. This was well flagged.

Date: 17 January 2022

Analyst
B We update our Cashbuild numbers as we move into CY22. Rowan Goeller
082 801 2071

B The 1Q operational update confirmed the expected decline in sales after rowan.goeller@chronux.co.za
the post-Covid lockdown DIY spending boom.

B Group sales (adjusted for the looting in July) were down 4% (existing Rating: Overweight
stored down 6%). This has been flagged by management and based on Price (17/01/2022): R267.01
the comments from other companies in the construction materials sector Target Price: R325.00
this is not a surprise. We expect the decline to extend into 2Q and 1H Total return: 22%
FY22.

B Margins in FY21 were boosted by increased demand and price inflation.

We expect gross margins move back to 25% (from 28%) and operating Market cap R6.622m
margin to 5-6% (from 8%). Shares in issue 22.743mn

B Government localisation policies should favour Cashbuild as it does
purchase local product where possible, especially cement. This does put
it in a good position to grow market share should cement imports be
impacted by import tariffs.

B Aslow recovery at P&L Hardware is expected. With the TBC deal off the
table management can focus on fixing this struggling chain.

B We adjust our Target Price down marginally to R325 (from R333).
Cashbuild remain a well-run business with continued organic growth
potential through new store openings.

Financial summary

ZARmnN (year to June) FY20 FY21 FY22E FY23E FY23E
Rewvenue 10091 12616 12181 13115 13888
EBITDA 875 1407 1036 1164 1246
Net income 267 665 423 519 597
Headline EPS (diluted) 1138 2870 1867 2291 2636
PE Ratio 12.1 9.2 14.2 11.6" 10.1
Dividend 707 2935 849 1041 1198
Dividend yield (%) 5.0% 2.7% 3.2% 3.9% 4.5%

Source: Factset, Company data, Chronux Research estimates

Refer to the last page of this document for important disclaimers
Page 1


mailto:rowan.goeller@chronux.co.za

Cashbuild

17 January 2022

Figure 1 Financial summary

Financial year to June FY20 FY21 FY22E FY23E FY23E
ZAR/USD exchange rate 15.66 15.40 15.27 15.46 15.82
Per share data

Earnings (diluted) 1,176 2,933 1,867 2,291 2,636
|Head|ine earnings (diluted) 1,138 2,870 1,867 2,291 2,636
NAV 93.18 112.58 126.07 161.60 199.17
Dividend 707 2,935 849 1,041 1,198
Valuation ratios

P/E ratio 12.1 9.2 14.2 11.6 10.1
EV/EBITDA 3.4 3.8 5.2 4.7 4.3
P/B 1.52 2.41 2.10 1.64 1.33
Dividend yield 5.0% 2.7% 3.2% 3.9% 4.5%
Income Statement (ZARmn)

Sales 10,091 12,616 12,181 13,115 13,888
Sales growth 25.0% -3.4% 7.7% 5.9%
Cost of Goods Sold (COGS) (7,566) (9,226) (9,082) (9,779)  (10,355)
Gross Income 2,525 3,390 3,099 3,337 3,533
Gross margin 25.0% 26.9% 25.4% 25.4% 25.4%
SG&A Expense (2,052) (2,385) (2,460) (2,573) (2,692)
Other Operating Income/Expense 47 34 24 25 25
EBITDA 875 1,407 1,036 1,164 1,246
EBITDA margin 8.7% 11.2% 8.5% 8.9% 9.0%
Depreciation & Amortisation 355 368 372 376 380
EBIT (Operating Income) 520 1,039 664 788 866
EBIT margin 5.2% 8.2% 5.4% 6.0% 6.2%
Nonoperating Income - Net 0 0 0 0 3
Net Interest Expense (126) (71) (60) (49) a7
Equity in Earnings of Affiliates 0 0 0 0 3
PBT 394 968 604 739 856
Income Taxes (121) (298) (175) (214) (246)
Tax rate 30.8% 30.8% 29.0% 29.0% 28.8%
Consolidated Net Income 273 670 429 525 603
Minority Interest (5) (5) (6) (6) (6)
Net Income 267 665 423 519 597
Cash flow statement (ZARmn)

Changes in working capital 1,242 102 49 51 53
Cash from operating activities 1,782 1,106 1,012 1,114 1,198
Capital expenditure (136) (168) (94) (18) (20)
Other 35 87 93 98 103
Investing cash flow (101) (82) 1) 80 83
Changes in borrowings (136) (180) (183) (183) (183)
Dividend paid (198) (232) (559) (205) (247)
Other 0 14) 0 0 0
Financing cash flow (334) (426) (741) (388) (429)
Change in cash 1,347 598 269 805 851
Balance sheet (ZARmn)

Total assets 6,346 7,332 7,774 8,719 9,715
Cash and equivalents 1,952 2,546 2,816 3,621 4,473
Other current assets 1,419 1,695 1,763 1,834 1,909
Non-current assets 2,975 3,001 3,195 3,263 3,334
Total liabilities 4,191 4,744 4,917 5,056 5,201
Long-term liabilities 1,468 1,518 1,502 1,503 1,505
Current liabilities 2,723 3,226 3,415 3,652 3,696
Total shareholders' funds 2,155 2,588 2,857 3,663 4,514
Net debt/(cash) - excl ROU (1,952) (2,546) (2,816) (3,621) (4,473)

Source: Factset, Company data, Chronux Research estimates
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Disclaimer:

This report is not investment, financial, accounting or tax advice and is provided for information purposes only. In preparing this report
we did not take your specific needs and investment objectives into account. Any prices or quotations provided are indicative only and
may not be used or relied on for any purposes, including valuation purposes. Opinions expressed in this communication may change
without any notice. This communication is not a solicitation to buy or sell any product. To the extent permitted by the law, Chronux
Research Pty. Ltd. and/or the author(s) accept no responsibility or liability (in negligence or otherwise) for loss or damage resulting from
the use of or relating to any error in the information provided. This information has been prepared in good faith and is based on
information obtained from third party sources. Any modelling, scenario analysis past or simulated past performance (including back-
testing) contained in this information is no indication of future performance. This product may not be eligible for distribution in all
jurisdictions and is directed at institutional investors who have professional experience as defined by the applicable law and/or
regulation in the relevant jurisdiction. It is not for retail investors and may not be distributed into any jurisdiction where the information is
not permitted. This communication is for the intended recipient only and if you have received this communication in error or in an
unlawful manner the report must be destroyed, and the author notified immediately. These disclaimers and exclusions shall be
governed and construed in accordance with South African law. If any provisions of these disclaimers and exclusions shall be unlawful,
void or for any reason unenforceable then that provision shall be deemed severable and shall not affect the validity and enforceability of
the remaining provisions. © Chronux Research Pty. Ltd. All rights of Chronux Research Pty. Ltd are reserved.
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