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Our Thought on: PZ CUSSON PLC  VALUATION Executive summary

Company Data

Tick (NGX) PZ

Current Price @ 6-Oct-2024 ₦17.65

2024 Target Price ₦57.68

Rating BUY

52-Week Low (N) ₦40

52-Week High (N) ₦15.25

Shares outstanding (mn) 3,970

Market Capitalisation(mn) ₦70,079

Market Capitalisation (US$'mn) $42.24 

Trailing EPS (N) 4.02

Trailing P/E (x) 4.39x

Company Data PZ

Current Price 17.65

Intrinsic 10.44

Upside -41%

Source: NGX, ASAM Research

SUMMARY

The report outlines PZ Cussons' financial performance amid significant economic headwinds impacting Nigeria’s manufacturing sector,

including rising inflation, exchange rate volatility, and fluctuating demand. The company faced challenges in 2023 due to

macroeconomic pressures, with GDP growth slowing during Q1–Q3 2023 but slightly improving in subsequent quarters.

PZ Cussons operates within Nigeria’s "Other Manufacturing" sector, which experienced performance fluctuations due to foreign

exchange challenges. In 2023, the official exchange rate increased by 257%, impacting the company's costs. Despite external pressures,

the sector showed resilience, though it remains vulnerable to ongoing challenges.

PZ Cussons' Financial Performance: The company’s financial trajectory from 2018–2024 shows improvement, particularly in

profitability post-COVID. Trade receivables and inventory management improved, reflecting better operational efficiency. However,

exchange rate fluctuations, high import costs, and other macroeconomic challenges have affected profitability. The gross profit margin

increased to 29.6% in 2024, while the operating profit margin and net income margin also improved significantly, indicating better cost

management.

The report forecasts a 227% potential upside for PZ Cussons' stock price, projecting a value increase from ₦17.65 to ₦54.66. Despite the

recent Q2 2024 loss driven by exchange rate losses, the company’s stable asset utilization and manageable debt levels suggest long-

term resilience.

Recommendation: While there’s significant upside potential, the report advises a “HOLD” position for now, as PZ Cussons’ board

evaluates strategic restructuring, including possibly selling off its African operations. Investors are advised to wait for further clarity on

this direction. If the investor is willing to tolerate short-term volatility, holding might be more strategic.
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INTRODUCTION

Over the course of 6 quarters, GDP figures reflected an economy under pressure from significant

economic headwinds, which led to a period of slowing growth from Q1 2023 to Q3 2023, followed

by slight improvements in subsequent quarters. While there are signs of recovery, the persistent

fluctuations suggest that the economy remains vulnerable to ongoing external and internal

challenges.

 The downward trend from Q1 2023 to Q3 2023 can be directly associated with economic

headwinds such as inflation, rising interest rates, and possibly external factors like declining

demand for exports and higher import costs.

 The slight recovery in Q4 2023 and Q1 2024 might reflect policy measures (such as the

monetary policy rate) that tends to reflect on inflation rate. Although the manufacturing

sector remains susceptible, as seen in the Q2 2024 decline.

 The fluctuations indicate that while the economy is adapting to the challenging environment,

it is still affected by underlying economic instability resulting from exchange rate increase.

The headwinds, particularly exchange rate volatility, inflationary pressures, and global

economic factors affects the performance of the manufacturing sector.

Our Thought on: PZ CUSSON PLC VALUATION Sector/Industry Review
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Our Thought on: PZ CUSSONS PLC VALUATION Sector/Industry Review

OTHER MANUFACTURING INDUSTRY
The Nigerian manufacturing sector comprises thirteen distinct industries, with
other manufacturing industry being one of these key sectors, alongside twelve
others.

The other manufacturing industry's impact on the GDP, and the
manufacturing sector, has remained steadfast, with the annual and quarterly
contributions consistently reinforcing its pivotal role in the national economy
and its contribution to the manufacturing sector.

However the Other Manufacturing industry has experienced fluctuations

throughout 2023 and 2024. Despite occasional rebounds, the trend suggests

volatility driven by macroeconomic factors such as foreign exchange challenges.

The significant decrease between Q1 and Q2 each year points to potential

external pressures

To stabilize and improve the performance of this segment, addressing key

issues such as foreign exchange will be crucial

MANUFACTURING
Q1 2023 Q2 2023 Q3 2023 Q4 2023 Q1 2024 Q2 2024 

Oil Refining
0.1% 0.1% 0.1% 0.2% 0.0% 0.1%

Cement
10.7% 9.7% 12.2% 9.9% 10.7% 9.8%

Food, Beverage and Tobacco
50.6% 51.9% 49.0% 50.1% 51.2% 52.4%

Textile, Apparel and Footwear
18.4% 17.7% 18.0% 19.6% 17.8% 17.2%

Wood and Wood Products
3.1% 3.0% 3.1% 2.6% 3.1% 3.0%

Pulp, Paper and Paper  Products
0.8% 0.6% 0.7% 0.7% 0.8% 0.6%

Chemical and  Pharmaceutical Prod.

2.5% 3.3% 3.4% 2.8% 2.6% 3.3%

Non-Metallic Products
3.6% 3.3% 3.7% 3.2% 3.6% 3.3%

Plastic and Rubber products
3.4% 3.6% 3.1% 3.5% 3.4% 3.6%

Electrical and Electronics
0.0% 0.1% 0.1% 0.1% 0.0% 0.1%

Basic metal , Iron and Steel
2.2% 2.5% 2.4% 2.6% 2.2% 2.5%

Motor vehicles &  assembly
0.6% 0.5% 0.4% 0.5% 0.6% 0.5%

Other Manufacturing
4.1% 3.7% 3.9% 4.4% 4.0% 3.7%
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EXCHANGE RATE FLUCTUATION

Both the manufacturing sector and all the industries in this category are faced with

the increasing exchange rate following the unification in May 2023. Most of the

companies in the food and beverage industry are being faced with exchange rate

loss both in on cash held and purchase of raw material.

The official exchange rate has increased 257% from ₦464.50/$1 as at May 30, 2023

before the announcement of the unification and is now at ₦1,659.26/$1 as at the

time of writing this report.

PURCHASING MANAGERS’ INDEX

The PMI, or Purchasing Managers' Index, indicates whether market conditions are
expanding or contracting. A PMI above 50% suggests economic expansion in the
previous month, while below 50% indicates contraction.
The other Manufacturing industry PMI showed a contraction in Q2 2023, reflecting
a decline in production as a result of fluctuation of foreign exchange. This was
followed by an expansion in Q3 and Q4 2023, with a notable boost in Q4 likely
driven by year-end demand. However, after the festive period, the sector
experienced a decline in Q1 2024, and this downward trend continued into Q2
2024, with production falling below par due to ongoing macroeconomic challenges.

Our Thought on: PZ CUSSONS PLC VALUATION Sector/Industry Review
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Event

Analyzing the Financial Trajectory of PZ Cussons PLC

This is an evaluation of PZ Cussons Plc performance over the years and its

expected performance the next five years.

Our Thought on: PZ CUSSONS  PLC VALUATION Company review

Company Data

Tick (NGX) PZ

Current Price @ 6-Oct-2024 ₦17.65

2024 Target Price ₦57.68

Rating BUY

52-Week Low (N) ₦40

52-Week High (N) ₦15.25

Shares outstanding (mn) 3,970

Market Capitalisation(mn) ₦70,079

Market Capitalisation (US$'mn) $42.24 

Trailing EPS (N) 4.02

Trailing P/E (x) 4.39x
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There was a substantial improvement in PZ CUSSONS PLC  profitability from 2020 onwards after the challenging  effects of COVID

The financial performance of PZ Cussons Plc from June 2018 through projections until May 2028 highlights significant fluctuations and strategic adjustments in key

financial metrics that demonstrate both resilience and challenges.

The company's trade receivable days dramatically decreased from 117 days in 2018 to consistently around 53 days from 2023 onwards, indicating an improvement

in the collection of accounts receivable or a change in credit terms. Conversely, inventory days peaked at 298 in 2018 and then stabilized at 184 days from 2023,

suggesting optimization in inventory management despite longer holding periods. Trade payable days showed variability but trended towards stabilization (359

days). This can be achievable through renegotiation of payment terms with suppliers or better cash management.

Start date 1 Jun 2018 1 Jun 2019 1 Jun 2020 1 Jun 2021 1 Jun 2022 1 Jun 2023 1 Jun 2024 1 Jun 2025 1 Jun 2026 1 Jun 2027

End date 31 May 2018 31 May 2019 31 May 2020 31 May 2021 31 May 2022 31 May 2023 31 May 2024 31 May 2025 31 May 2026 31 May 2027 31 May 2028

Year 2019 A 2020 A 2021 A 2022 A 2023 A 2024 F 2025 F 2026 F 2027 F 2028 F

Number of Days 365 366 365 365 365 366 365 365 365 366

Description 

Trade Receivable days 117 days 38 days 38 days 30 days 41 days 53 days 53 days 53 days 53 days 53 days

Inventory days 298 days 167 days 157 days 149 days 149 days 184 days 184 days 184 days 184 days 184 days

Trade payable days 318 days 299 days 394 days 376 days 409 days 359 days 359 days 359 days 359 days 359 days

Operating cycle 416 days 205 days 195 days 179 days 191 days 237 days 237 days 237 days 237 days 237 days

Cash conversion cycle 97 days -93 days -199 days -197 days -218 days -122 days -122 days -122 days -122 days -122 days

Profitability Ratio 

Gross profit Margin 25.86% 11.76% 25.79% 19.17% 27.83% 29.6% 33.2% 34.1% 32.9% 33.4%

Operating profit margin 5.84% -10.42% 8.64% 11.49% 14.20% 14.1% 17.0% 17.8% 15.8% 16.3%

Net Income Margin 1.23% -15.24% 1.71% 6.49% 12.65% 11.8% 13.3% 13.4% 11.7% 11.8%

Return on Equity (ROE) 1.26% -26.24% 3.55% 15.85% 29.74% 25.7% 27.9% 27.2% 23.3% 23.0%

Return on Asset (ROA) 0.72% -10.30% 1.18% 4.74% 7.70% 7.8% 9.2% 9.5% 8.4% 8.6%

Solvency Ratio 

Debt-to-Equity Ratio 0.00% 0.00% 0.00% 0.00% 65.34% 54.6% 44.9% 37.1% 31.6% 26.9%

Debt-Net Asset Ratio 0.00% 0.00% 0.00% 0.00% 65.34% 54.6% 44.9% 37.1% 31.6% 26.9%

Interest-coverage Ratio 
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Our Thought

Gross Profit Margin: Shows a company’s financial health by indicating the percentage
of revenue that exceeds the cost of goods sold. The margin improves over time,
suggesting increasing efficiency or pricing power.
Operating Profit Margin and Net Income Margin: Both show significant
improvements. Negative values in earlier periods suggest operational difficulties or
costs that have since been managed, as indicated by the positive and growing
margins in later periods.
Return on Equity (ROE) and Return on Assets (ROA): These have substantially
improved, reflecting better profitability and asset utilization, respectively.
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THE STOCK EXCHANGE PERFORMANCE

PZ Cussons PLC's year-to-date (YTD) stock performance stands at -33.9%, in contrast

to the 30.4% YTD performance of the ASI-NGX. While PZ Cussons has

underperformed compared to the ASI, the company’s financial position remains

stable, with solid asset utilization and manageable debt levels, suggesting resilience

despite its recent stock performance.

According to our forecast analysis, we project a 227% potential increase from the

current stock price of ₦17.65, leading to a forecasted value of ₦57.68.

Despite this significant upside potential, our recommendation to adopt a “BUY”

position is tempered by the recent Q2 2024 loss, attributed to foreign exchange

fluctuations. Additionally, PZ Cussons Plc's board is currently evaluating the strategic

option of selling off its African operations as part of the Group’s restructuring efforts.

Given these uncertainties, our current recommendation is to “HOLD” until further

clarity is provided regarding the strategic direction of the company.
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Analyst Certification, Important Disclosure and Disclaimer
Analyst Certification
The research analysts who prepared this report certify as follows:

That all of the views expressed in this report articulate the research analyst(s) independent views/opinions regarding the 

companies, securities, industries or markets discussed in this report.

That the research analyst(s) compensation or remuneration is in no way connected (either directly or indirectly) to the specific

recommendations, estimates or opinions expressed in this report.

Investment Rating Criteria and Disclosure
Arthur Steven Asset Management adopts a 3-tier recommendation system for assets under our coverage: Buy, Hold and Sell. 

These generic ratings are defined below;

Buy: Based on our valuation and subjective view (if any), the total return upside on the stock’s current price is greater than our

estimated cost of equity.

Hold: Based on our valuation and subjective view (if any), the total return upside on the stock’s current price is less than the cost

of equity, however, the expected total return on the stock is greater than or equal to the Standing Deposit Facility rate of the 

Central Bank of Nigeria (which is currently MPR – 27.25%). We consider this as the minimum return that may deserve our holding 

of a risk asset, like equity.

Sell: Based on our valuation and subjective view (if any), the total return upside on the stock’s current price is less than the 

Standing Deposit Facility rate of the Central Bank of Nigeria (which is currently MPR – 27.25%). We consider this as the minimum 

return that may deserve our holding of a risk asset, like equity, especially as we consider the average 4.5% total transaction cost 

for an average retail investor.

Disclaimer
Arthur Steven Asset Management (ASAM) notes are prepared with due care and diligence based on publicly available 

information as well as analysts’ knowledge and opinion on the markets and companies covered; albeit ASAM neither guarantees 

its accuracy nor completeness as the sole investment guidance for the readership. Therefore, neither ASAM nor any of its 

associate or subsidiary companies and employees thereof can be held responsible for any loss suffered from the reliance on this 

report as it is not an offer to buy or sell securities herein discussed.
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