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Company Overview 

Omnia is a diversified chemicals group that provides chemicals, services and solutions to three key industries: 

Agriculture, mining and the applied chemical industry. Omnia has integrated itself throughout each stage of the 

supply chain by combining its innovation and intellectual capital to add value for customers. The group began its 

operations in 1953 in the fertiliser and agriculture industry and has since expanded its operations into the mining and 

applied chemicals industries.  

Financial Review 

In 2018, Omnia had a strong year despite the weakness in the South African economy. Overall group profits 

increased to R664 million, up 12.0% from the previous financial year. Total revenue increased by 6.8% on the back 

of stronger revenue generated in the mining (16.0%) and chemical divisions (15.9%). The group was able to transfer 

this increase in revenue 

to additional operating 

profits. The group’s 

operating profit margin 

increased marginally 

from 6.4% to 6.7% with 

an increase in total 

operating profit of 

11.2% to R1.156 billion. 

The adjacent graph 

depicts the progression 

of revenue over time 

and the relative 

change in operating 

profit margin over the 

same period. 

Looking at the operational divisions of the company, the composition of how the group generated its revenue over 

the last five years has remained relatively consistent with a slight shift from mining to agriculture. However, when 

looking at operating profit, the contribution from agriculture has drastically increased while mining has fallen. The 

change in composition depicts how the mining sector in SA has suffered with planned changes in legislation and 

decreased commodity prices – from 

R829 million (59% of operating 

profits) in 2014 to R387 million (31% 

of operating profits) in 2018. Despite 

this, the sharp decrease in mining 

was offset by the increased profits 

generated by the agriculture division 

– R431 million (30% of operating 

profits) in 2014 to R711 million (57% 

of operating profits) in 2018. The 

investment decisions and focus of 

management in the last year of 

operations indicate that this trend 

may continue into the immediate 

future. 
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FY 2014 FY 2015 FY 2016 FY 2017 FY 2018

RATIO ANALYSIS

EBITDA margin 10.5% 10.9% 8.8% 8.9% 9.2%

EBIT margin 8.7% 8.8% 6.6% 6.4% 6.7%

Net profit margin 6.1% 5.6% 3.8% 3.6% 3.8%

Dividend cover 3.1             2.9             2.6             2.6             2.8             

RoE 16.8% 14.1% 8.4% 7.9% 8.9%

Based on a table below, on a group level, Omnia has been under pressure over the last five years due to the 

struggling South African economy and policy uncertainty. From 2014, margins on all levels of operation have 

decreased with lows reached in 2017. Since 2017, the company has been recovering marginally on the back of 

improving sentiment in the SA economy, stabilising commodity prices and cost saving initiatives implement by 

management. This change is expected to continue over the forecast period. 

 

 

 

 

 

Segmental Overview 

Agriculture Division 

The Agriculture division produces and trades in granular, liquid and speciality fertilisers to a broad customer base as 

well as facilitates wholesale and trading of agricultural commodities throughout Africa. The agriculture division has 

seen great success overall over the last several financial years. Despite the 2.4% decrease in revenue in 2018, this 

division has enjoyed an 8.1% compound annual growth rate (“CAGR”) over the last 5 years. Despite the decrease in 

revenue for 2018, operating profit increased by 63.1% compared to 2017 to R711 million with operating profit 

margin improvement from 5.3% to 8.9%. The 5 year CAGR in operating profit was 9.9%.  

Mining Division 

The Mining division comprises the Bulk Mining Explosives (BME) and Protea Mining Chemicals businesses. As previously 

stated, this segment has struggled over the last few years in terms of profitability. Revenue for the 2018 financial year 

was 16% higher to R5.08 billion. The 5 year CAGR is more sedate at 3.0%; however, looking from the peak in 

revenue generated in 2014, the CAGR up to 2018 was negative at -1.8%. The increase in revenue in 2018 did not 

translate into the same extent of operating profits owing to margin compression caused by the intense competition 

in this struggling sector. Operating profit in 2018 decreased to R387 million from R454 million (14.8% decrease). The 

5 year CAGR in operating profit was -12.0%. 

Chemical Division 

The Chemical division consists of Protea Chemicals which is a manufacturer and producer of speciality, functional 

and effect chemicals and polymers. The newly acquired Umpongo Petroleum forms part of the South African 

segment in this division. With the inclusion of Umpongo Petroleum from the 1st of December 2017 (4 months of 

operations), revenue was up 15.9% in 2018 to R4.327 billion. To obtain a reasonable estimate of performance, the 

5 year CAGR of revenue was 3.4%. Similar to mining, the increase in revenue did not flow to operating profit as 

operating profit for the 2018 period was only R387 million, 2.1% higher compared to 2017. Despite the weaker 

performance in 2018 profits, 5 year CAGR is 22.5%. 
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New Developments 

During 2018, Omnia acquired 100% of LDR Precision Technical Field Services (LDR) for R12 million, effective  

1 August 2017, now part of the newly established entity called Axioteq. This has improved its offering through its 

investment in digital tools which helps facilitate farmers in their operations. This offering ties in with the current initiative 

to assist new farmers in their operations.  

Omnia began construction of the R630 million Nitrophosphate plant at Sasolburg which is planned to reduce the 

current dependency of Omnia’s single supplier of phosphoric acid. Management expects this to reflect in the 

agriculture segment’s operating profit margin with a 1% - 1.5% increase (independent of Oro Agri, discussed below). 

This was considered in the valuation process. 

After the 2018 financial year-end, Omnia purchased 100% of Oro Agri, a specialised agrochemical producer and 

distributor, for USD 100 million. The transaction was completed on the 1st of May 2018; therefore, the Oro Agri will only 

be consolidated in the 2019 financial statements.  

Valuation 

A Discount Cash Flow (DCF) model, with conservative estimates for revenue growth and margin normalisation, was 

utilised to value Omnia. The intrinsic value from the DCF model is circa R153 per share. With the share price currently 

trading below R126/share, we estimate a discount to fair value of circa 18.0%. The valuation did not include the 

integration of Oro Agri as the financial disclosures in SENS announcements, thus far, have been minimal. Based all 

publicly available information, there is upside from the acquisition to revenue and operating profit; therefore, we 

view Oro Agri as a free option attached to Omnia shares. 

At the end of March 2018 (financial year-end), Omnia’s share price was trading at R149 at the close with a price-to-

earnings (P/E) ratio of 15.1 times and a dividend yield of 2.3%. As discussed above, Omnia has been under pressure 

over the last few years, due to a harsh SA economic environment and the competitive market in which it operates. 

The current difficulties and pressures that Omnia face have shown signs of diffusion based on the positive results 

generated in the 2018 financial year and stabilisation in commodity prices. The share has relatively little coverage by 

other analysts which makes it vulnerable to mispricing – this normally provides attractive hunting ground for stock 

pickers. The share price is currently trading at below R126/share on a 12.8 P/E ratio and 2.8% dividend yield. These 

metrics underscore the attractiveness of Omnia illustrated by our DCF valuation and confirms that Omnia currently 

offers value to investors. 

Conclusion 

Omnia has diversified itself into a position of strength with a resilient business model. Since its origination in 1953, it 

has been able to maintain its position as market leader and continues to adapt to changes in the market to keep its 

competitive advantage. Based on all the factors discussed, Omnia appears to be undervalued by the market with 

an attractive discount to fair value. We currently have exposure to Omnia in the Integrity Equity Prescient Fund and 

clients’ local portfolios. 

 

 

This document is intended to be utilised for information purposes only. Should you choose to use this document for any other purposes other than information, 

you should do so with the assistance of professional advice. If you rely on this information for any purpose whatsoever, you do so at your own risk.  

Integrity Asset Management does not accept any liability of whatever nature and howsoever arising in respect of any claim, damage, loss or expense, whether 

caused directly or indirectly including consequential loss or loss of profit, arising out of or in connection with you, the user, on the contents of the newsletter, or 

the user of the information products and services described in this newsletter. The user agrees to submit exclusively to the laws of the Republic of South Africa 

and the jurisdiction of the courts of the Republic of South Africa in respect of any disputes arising out of use of this newsletter. Integrity Asset Management is an 

authorised Financial Services Provider, FSP no 43249. 

mailto:info@integrityam.co.za
http://www.integrityam.co.za/

