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Executive summary

Management’s shake-up with the, new group CEO, Matias Cardarelli, has strengthened the Executive Committee
with several new roles which could potentially help to improve the profitability and sustainable return on capital in
South Africa. However, we did not add this as part of our main analyst thesis as more evidence is needed.

Successful disposal of the company’s 51% stake in CIMERWA (Rwanda) for $42.5 million as of 25 January 2024.
PPC has implemented bi-annual price increases to mitigate rising input costs and restore EBITDA margins.

PPC hosted its Capital Markets Day on 27 March 2025, highlighting its core priorities: enhancing competitiveness,
strengthening cost management, improving operational efficiency, advancing sustainability and environmental
initiatives, and pursuing growth opportunities.

PPC'’s board of directors has approved a construction of a new R3 billion cement plant in the Western Cape.
The R200 million share repurchase program was completed on 13 March 2024.

The 10-month operational update highlighted slight volume declines in SA & Botswana, however with improved
margins.

Outlook:

a. PPC will focus its resources on Southern Africa.

b. Operational efficiencies and cost containment measures have been identified and was supported by the margins
improving in the 10-month operational update.

c. They will continue to implement bi-annual price increases to achieve margin recovery.

Analyst thesis
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PPC's largest segment is South Africa and Botswana:

a. Price increases should continue to help improve margins.

b. Increased construction from lower interest rates, improvement in infrastructure and thematic themes such as
urbanisation could potentially help with industry growth. Volumes could also further benefit from expansion
projects such as the R3 billion cement plan in the Western Cape. Thanks to its premium cement, the company
can safeguard its market share against competitors offering lower-quality products, especially where quality is a
priority for customers.

c. However, volumes are going to remain under pressure as competition remains high and exacerbated by price
increases.

d. The real opportunity lies in government intervention: government spend (infrastructure plan), import tariffs and
SOE performance.

International (Zimbabwe): The company switched to hard currency; the dollar cleans up reporting with no more

hyper-inflation items.

Our valuation has an upside of 6% which supports our hold view. We value the company on a discounted cash flow

basis which takes into account dividends received in international business. A high discount rate was applied due to

inflationary pressure in Zimbabwe and uncertainty relating to supply demand dynamics in the cement industry.



1H25 Results

Metric (Million) H1FY24 H1FY25 Y/y % change
EBITDA cement SA & Botswana 377 392 4.0%
EBITDA materials SA & 14 g+ 100%
Botswana

EBITDA PPC Zimbabwe $ million 23 22* -4.0%
Gross debt SA & Botswana 779 501 -35.7%

*Impacted by weaker performance in Zimbabwe due to the lifting of the import ban.
**Driven by higher pricing and better product mix and increased volume in aggregates.

Source: PSG Wealth research

Key thoughts and the H1 FY2025 results:

e  South Africa and Botswana:

e The market continues to be imbalanced as supply is greater than demand. The company implements bi-
annual price increases to offset volume declines.

e During the H1 FY 25, cement sales volumes in South Africa and Botswana declined by 5% compared to
the previous period, primarily due to reduced demand for bagged (retail) cement.

e Overall, no impairments were recorded in the current period, compared to an R53 million impairment in
the prior period related to the mothballing of PPC Cement SA’s Jupiter milling plant. Therefore, EBITDA
margin increased to 12.3% as margins stabilised when compared to the comparable period.

e International (Zimbabwe)

e PPC Zimbabwe volumes decreased by 9.1% largely due to a shift in market dynamics following the
lifting of the import ban.

e Despite a 76% increase in electricity tariffs period-on-period, the positive impact of contract
renegotiations more than offset the additional costs. This contributed to a 1.5 percentage point
improvement in the EBITDA margin, increasing from 24.6% in H1 FY24 to 26.1% in the current period.

e Capital expenditure in Zimbabwe increased by 85% compared to H1 FY24, primarily due to unplanned
maintenance following two kiln stoppages.

Ten Months Operational Update Ended 31 January 2025

e  South Africa and Botswana
e Overall sales volumes in South Africa and Botswana declined by 1%, mainly due to weaker performance
in Botswana. South Africa’s volumes remained stable, and July 2024 price increases helped offset the
volume decline.
e Margins expanded significantly to 14.8% from 11.4% year-on-year, reflecting improved profitability and
operational efficiency.
e International (Zimbabwe)
e Sales volumes declined by 9% in the current period, indicating weaker demand or reduced activity.
e EBITDA margin improved by 4.4 percentage points to 26.0%, driven by strict cost control measures.
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Graph 1: Revenue and EBITDA margin
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Valuation

We have valued PPC Limited using a discounted cash flow (DCF) model. In our valuation we have flexed our bear, base,
and bull scenarios, each assigned with an equal probability weighting.

Metric: key assumptions Bear case Base case Bull case Prob weighted intrinsic
Revenue FY22-27 2.5% 4.1% 7.1%

EBITDA FY22-27 1.5% 2.3% 6.5%

Terminal growth rate 2.5% 3.0% 4.0%

Wacc 19.5% 19.5% 19.5%

Intrinsic value R3.2 R4.5 R5.5

Share price R4.22 R4.22 R4.22 4.3
Upside/(downside) -24.2% 6% 30.3% 2%
Probability 30% 50% 20% 100%

Source: PSG Wealth research as of 09 April 2025
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Table 4: Qualitative summary

Factor review

Description

and governance

Rating
Growth ﬁ Revenue 3-year CAGR is expected at 9.8%.
. Upside to intrinsic value 6%. Further upside is if government intervenes in import
Valuation S .
dumping in South Africa.
Dividend yield ﬁ The forward dividend yield for PPC Limited is 3.4%.
lssuance The share repurchase programme of R200 million, approved by the board, was
completed on 13 March 2024.
e  Government intervention in South Africa to support the industry through introduction of import
Catalyst tariffs to create a level playing field for domestic producers.
4 e Balance sheet strong after several years of de-gearing; looking to initiate shareholder returns.
e  Awakened turnaround plan focussing on improving profitability and efficiencies.
Quality of Earnings distorted by the Covid period. Zimbabwe setting dollar standard helps with
earnings volatility. History of impairments.
Competition remains high with PPC’s brand and cement quality not being a strong
Moat enough moat. The government needs to implement measures to prevent imported
cement which could benefit PPC's moat in the future.
Management Appointment of Chief Executive Officer: Matias Cardarelli and the creation of multiple

new positions in an effort to increase profitability.

Balance sheet

Deleveraged balance sheet, not only in South Africa but at group level as well.

Pl

Multi-currency trading environment extended from 2025 to 2030.

e  Downtime from plant optimization (affects production =volumes).

Risks e Importing and dumping from international market and continued lack of intervention from
government especially from South Africa.
e Risk of impairments of PPC Cement Plants.
. Government might introduce import tariffs to create a level playing field for domestic
Regulation w2
producers, however, management states that these remain “elusive”.

ESG Although in an industry with a large negative carbon emission impact and potential for

injuries, PPC is pursuing an ongoing decarbonisation program.

Momentum price

Price momentum is negative.

Momentum
earnings

In the last three months, earnings revision has been revised upwards by 14.7%.

Piotroski score

pisininle.

Achieved an average score of 8.

Source: PSG Wealth research

I Company Update Report




Table 5: Company data

52-week high R5.26
52-week low R2.92
Market value (bn) R6.2
Price momentum Negative
3m earnings revision 14.7%
Fiscal year end 2025/03/31
Graph 2: Price to earnings
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Table 6: Performance versus benchmark
Period YTD MTD 3M 6M 1y 2Y 3Y 5Y 10Y
- -18.1% -8.3% | -12.1% 8.5% 36.2% 57.8% 17.1% | 170.0% | -62.2%
PPC Limited
2.3% -2.9% 2.7% -0.2% 14.2% 11.3% 11.1% 73.6% 28.6%
JSE Capped SWIX
Table 7: Key competitors
Net
. Market | Sales | EBIT .o s .
Company Code (r;:::) Cap FY FY Inch:(me EV/EBIT | P/E F;g:::o)/" P(T\:(eR)/"
(Rbn) (Rbn) | (Rbn) (Rbn)
PPC Limited PPC-ZA 41 6.4 | 101 0.3 0.1 5.0x 7.6x -14.6% 29.8%
Raubex Group Limited | RBX-ZA | 39.2 71| 174 1.5 0.8 - | 5.2x | -21.40% | -21.40%
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Table 8: Income statement

Income statement (ZAR bn) 2018 2019 2020 2021 2022 2023 2024 (S:XGR
Sales 10.2 10.4 8.6* 8.9 9.8 8.3* 10.0 -0.7
Y/Y growth (%) 6.3 2 -17.3 35 10.1 -15.3 20.5 -
Gross income 2.2 1.8 1.7 1.9 1.2* 1.0* 15 -3.5
Y/Y growth (%) - -18.2 -5.6 11.8 -36.8 -16.7 50 -
EBITDA 1.8 1.9 1.5* 1.6 1.4* 0.9* 1.2 -8.7
Y/Y growth (%) -10 5.6 -21.1 6.7 -12.5 -35.7 33.3

EBIT 0.9 0.9 0.7* 1.1 0.5* 0.1* 0.6 -1.7
YIY growth (%) -16.7 0 -22.2 42.9 -50 -80 500

Net income 0.5 0.2 -0.6* 0.9 -0.07* -0.3 0.08* -16.7
Y/Y growth (%) - -60 -400 -250 -107.8 328.6 -126.7

EPS - - - -0.1 -0.1 -0.09 0.3 -
Y/Y growth (%) - - - - -13.3 -30.8 233.3
(Bzﬂzngﬁfhea and cash flow 2018 2019 2020 2021 2022 2023 2024 ?XGR
Capex -0.9 -0.7 -0.6 -0.4 -0.6 -0.4 -0.4 -
Cash from Operations 1.4 1.2 0.2 1.0 1.2 0.4 0.6 -12.9
Free Cash Flow 0.5 0.4 -0.8 0.9 0.5 0.5 0.4 0
Y/Y growth (%) - - - -50.7 -44.4 0 -20

Cash and ST Investments 0.8 0.4 0.5 0.4 0.5 0.4 0.8 14.8
Total assets 16.2 17.9 15.8 14.9 15.3 10.4 9.5 -11.9
ST debt 0.9 5.1 1.7 0.5 0.4 0.3 0.5 -37.1
LT debt 4.1 0.9 1.0 1.2 1.1 0.8 0.2 -25.9
Ratios (ZAR bn) 2018 2019 2020 2021 2022 2023 2024

Gross margin (%) 22.1 19.2 22 15.5 14.8 14.8 15.6

EBIT margin (%) 9.4 8.6 8.5 12.0 5.3 1.6 6.4

Net income margin (%) 3.7 2.2 2.1 -0.9 -2.4 -3.9 0.8

Current ratio 11 0.5 0.9 15 1.6 1.6 15

Total debt to equity 56.2 76.2 39.1 22.4 22.3 21.9 15.6

Total debt to assets 28.3 28.3 34.6 17.0 10.7 12.0 9.8

ROA (%) 0.8 1.4 3.7 5.9 0.4 2.5 0.8

ROE (%) 1.8 2.8 -7.8 13.4 -1.0 -5.0 15

*Impacted by closing of Zimbabwe plant in 2013 and weaker performance in South Africa and Botswana.

Source: FactSet
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Graph 3: Capital structure and net debt/EBITDA Graph 4: Total debt and interest coverage
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Graph 5: Price momentum
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The purpose of this document is to provide information and is not available for external distribution.

About PSG Wealth recommendations

PSG Wealth provides medium- to long-term recommendations based on the premium or discount that a company trades at. relative to our
estimation of intrinsic value. We expect companies to rerate towards their intrinsic value over a one- to three-year period. The long-term
valuation is a quantitative-based valuation based on the fundamental performance of each company in the past. as well as their future
forecasts. The fundamental features used are based on profitability and includes EPS growth and return on equity (ROE).

House view guidance: House view guidance is indicative only. Each client’s circumstances are different. and it remains critical that
indicative guidance is discussed with your portfolio manager or financial adviser.

Date and share price: The date the report was reviewed and approved by the portfolio committee is likely to precede the release date
and price on the report.

*Share price as at closing.

Disclaimer

PSG Wealth has issued this publication. It is confidential and released for the information of clients only. It shall not be reproduced in
whole or in part without our permission. Any unauthorised use. duplication. redistribution or disclosure is prohibited by law. This
publication is not to be construed as providing investment services in any jurisdiction where the provision of such services is not permitted.
It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. and we
have no responsibility whatsoever arising here from or in consequence thereof. The user assumes the entire risk of any use made of this
publication. Any decision to purchase securities mentioned in this publication must consider existing public information on such security
or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we believe to
be reliable but is not guaranteed for accuracy. completeness or otherwise. Opinions and estimates constitute our judgement as of the
date of this material and are subject to change without notice. This publication does not attempt to identify the nature of the specific
market or other risks associated with an investment. Leveraged /Geared positions in securities can accentuate the profit/loss made on
investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities.
financial instruments or strategies mentioned herein may not be suitable for all investors and investors must make their investment
decisions using their own objective advisers as they believe necessary and based upon their specific financial situations and investment
objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a
tax adviser before acting on information contained in this publication. The securities described herein are subject to fluctuation in price
and/or value and investors may get back less than originally invested. Past performance is not indicative of future results. The employees
responsible for producing this report may from time-to-time own securities mentioned herein.

Analyst certification

The research analyst who prepared this report certifies that the view expressed herein accurately reflects the research analyst’s personal
views about the subject. security and issuer and that no part of their compensation was. is or will be directly or indirectly related to
specific recommendations or opinions contained in this report.

FSP

PSG Investment Management (Pty) Ltd is an authorised financial services provider. FSP: 44306
PSG Securities Limited is an authorised member of the JSE and authorised financial services provider. FPS: 42996
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