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CMP: RO 1.401 Retail expansion in line with estimates, Commercial business potential growth driver 
 

Numbers Oman Oil Marketing reported growth in revenues of 5.9% qoq and 40.3% yoy to 

RO 62.852 million mainly due to the higher portion of growth in non retail volumes. 

However, the gross profits declined slightly by 0.3% qoq to RO5.19mn. GP margin 

decreased to 8.3% in Q1FY11 compared to 8.8% in Q4FY10 as costs grew 6.5% while 

revenues grew 5.9%. The company stated that the retail volumes have increased 20% yoy 

and bulk fuel by 23% yoy. The sequential growth of retail volumes could help the margin 

to stabilize at current level. 
 

The profit for the quarter was RO 1.87mn, 18.4% higher yoy but 5.1% lower qoq. The 

profit margin has declined this quarter to 3.0% compared to 3.3% last quarter due to higher 

total operating cost which showed 6.2% increase in Q1FY11 compared to Q4FY10. 
 

Retail sales accounted for 55% of total sales and grew by 11% in FY2010. In Q1FY11 

retail volumes were higher 20% compared to corresponding period last year due to the 

expansion in network where the company has added 10 more fuel stations last year 

bringing the total filling stations to 124 at end of Q1-2011. As the company has the lowest 

number of fuel stations out of the three competitors, it is planning to add 8-10 new stations 

by end of the year and 15 more stations next year ( new pump cost between RO 500K – RO 

1.5mn). The company has already opened 2 stations in Q1FY11. We expect the company to 

deliver healthy growth in retail sector this year. 
 

Non Retail Sector sales accounted for 45% of total sales and grew by 58% in FY2010. The 

commercial sales grew by 8% while total aviation and lubricant grew by 152% in FY2010. 

In Q1FY11, commercial volumes were higher 23% compared to corresponding period last 

year. 

 

The new selling structure method which started last year based on international Jet A1 

prices and the increase of oil prices has boosted revenues of the aviation segment. However 

we don’t expect to see significant impact on the bottom line due to the fact that the 

company operates on per litre margin. However, the increase in base oil prices reduced the 

lubricants margin as the company could not pass on the price increase easily to customers 

due to severe competition. 
 

Generally improved economic environment, both in Oman and internationally, has helped 

the country to boost the economy through government spending without running up debt. 

The oil price to date this year has averaged USD105.4/barrel (Bloomberg Arabian Gulf 

Oman Crude Oil Spot Price), comfortably above the government’s budget figure of 

USD58/barrel (81% higher). A lot of government spending is seen in the market with RO 

725 million of tender announcements till May 2011. We expect the company to expand 

further in the non retail sector due to improvement in macro environment and strong 

tendering activity. The company doesn’t give the volume breakup on quarterly basis. We 

have built in full year growth in non retail volumes at 29%. 
 

Valuation We expect the company to report FY11 revenues of RO 258.5 million and PAT 

of RO 7.8 million. At RO 1.401 the stock trades at 11.6x FY11e and 10.4x FY12e earnings. 

The 3 year average PE for the stock is 11.7x, we use a 50:50 blended PE and DCF 

valuation to arrive at our target price of RO 1.456. We use 12% cost of equity and 3% 

terminal growth in our DCF model. The management has indicated its willingness to 

maintain the dividend payout of 40%. We recommend a HOLD on the stock. 
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Stock Details 

Exchange / Code MSM/OOMS 

Bloomberg Code OOMS OM 

Equity Capital RO 64.5mn 

Face Value  0.100 

52-Week H/L  1.401/0.915 

Market Cap  RO 90.36mn 
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Disclosure 
The author(s) certifies(y) that the opinion(s) on the subject security (ies) or issuer(s) and any other views or forecasts expressed herein accurately   reflect their 

personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific recommendation(s) or views contained in 

this research report. We also certify that neither the analyst nor his/her spouse or dependants (if relevant) hold any beneficial interest in the security (ies) 

mentioned in this report. 

 

 

Disclaimer 
This report is not directed to, or intended to or use by, any person or entity who is a citizen of or located in any locality, state, country or other jurisdiction 

where such distribution, publication, availability or use would be contrary to law or regulation or which would subject BankMuscat (SAOG) to any registration 

or licensing requirements within such jurisdiction.   

This report is provided for information purposes only.  The report is based on information generally available and is deemed reliable but no assurance is given 

as to its accuracy or completeness.  BankMuscat (SAOG) is not accountable for any decision based on the contents of this report.  The investor will indemnify 

BankMuscat and its directors, officers, employees and staff against any loss or damage or other liabilities (including costs), which they may suffer as a result of 

reliance on such reports.  Neither the information nor the opinions contained are to be construed as an offer to buy and sell securities mentioned above.  This 

report is not to be relied upon in substitution for the exercise of independent judgment.  Investors should judge the suitability of the securities to their needs.   

BankMuscat makes no representation that the preparation or distribution of this report is in compliance with the legal requirements or regulations of any 

jurisdiction, and it disclaims all liability in case the preparation or distribution of this report is found to be non-compliant with any such legal requirements or 

regulations. 

BankMuscat (SAOG), may to the extent permitted by law, participate or invest in financing transactions with the issuer(s) of these securities referred to in this 

report, perform services for or solicit business from such issuers, and/or have position or effect transactions in the securities or option thereon.  In addition, it 

may make markets in the securities mentioned in the material presented in the report.  BankMuscat (SAOG) may, to the extent permitted by law, act upon or 

use the information or opinions presented herein, or the research or analysis on which they are based, before the material is published.  BankMuscat (SAOG) 

may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues 

of, any or all of the companies mentioned in this report. 

 

O man O il Marketing

RO  '000 Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 Dec-10 Mar-11

Revenues 37,795 42,079 44,649 43,922 44,801 55,413 56,620 59,340 62,852 

Yoy chg -8.6% -5.2% 1.1% 9.4% 18.5% 31.7% 26.8% 35.1% 40.3%

Qoq chg -5.9% 11.3% 6.1% -1.6% 2.0% 23.7% 2.2% 4.8% 5.9%

Other income 117      134      161      199      167      130      156      208      186      

Total income 37,911 42,213 44,809 44,121 44,968 55,543 56,777 59,548 63,038 

Cost of sales 33,905 37,679 40,091 39,361 40,496 50,269 51,601 54,131 57,658 

GP 4,006   4,401   4,557   4,561   4,305   5,144   5,020   5,208   5,194   

GPM 10.6% 10.5% 10.2% 10.4% 9.6% 9.3% 8.9% 8.8% 8.3%

Mktg dist admin exp 2,745   3,255   2,925   2,911   2,685   3,304   3,430   3,196   3,291   

Total Expenditure 36,650 41,588 43,628 42,900 43,741 54,216 55,622 58,011 61,600 

EBITDA 1,821   1,934   2,405   2,475   2,347   2,612   2,337   2,904   2,740   

EBITDA% 4.8% 4.6% 5.4% 5.6% 5.2% 4.7% 4.1% 4.9% 4.4%

PBT 1,232   1,250   1,770   1,846   1,797   1,975   1,786   2,262   2,130   

Tax 148      150      212      228      216      237      214      290      256      

PAT 1,085   1,100   1,557   1,618   1,582   1,738   1,567   1,974   1,873   

Qoq chg -27.4% 1.5% 41.5% 3.9% -2.2% 9.9% -9.8% 26.0% -5.1%

Yoy chg -32.6% -30.1% -5.4% 8.3% 45.9% 58.0% 0.7% 22.0% 18.4%

NPM 2.9% 2.6% 3.5% 3.7% 3.5% 3.1% 2.8% 3.3% 3.0%

O man O il Marketing

RO  ‘mn 2009 2010E 2011E 2012E

Revenues 168.4 216.2 258.5 284.4

Gross profit 17.4 19.7 21.6 24.0

EBITDA 8.6 10.2 12.1 13.5

PAT 5.4 6.9 7.8 8.7

EBIT% 3.7% 3.6% 3.5% 3.5%

EBITDA% 5.1% 4.7% 4.7% 4.8%

PAT% 3.2% 3.2% 3.0% 3.0%

ROE% 23.7% 26.0% 25.3% 24.9%

ROCE% 26.8% 28.6% 28.7% 28.3%

EPS (RO) 0.083 0.107 0.120 0.134

PE (x) 16.9 13.1 11.6 10.4

BV (RO) 0.374 0.446 0.506 0.573

P/B 3.7 3.1 2.8 2.4

EV/EBITDA 9.6 7.3 6.4 5.5


