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Results Summary: Seedco released an impressive full year set of results for 
the year ended 31 March 2010. In a period were demand for their main 
stream product maize seed outstripped supply on the back of donor and 
government input support in their major markets, turnover was up 43%  
year on year at $77,0m. Operating on 43% GP margins they posted $33,4m 
gross profits, in the process they incurred operating costs of $16,9m and 
earned other income of $2,0m which saw them achieving an EBITDA of 
$18,4m (24% EBIT margins). Net Finance costs of $550,009 resulted in 
them getting a PBT of $17,8m. The income tax expense incurred amounted 
to $4,5m to give them $13,4m profit for the year. Their balance sheet 
stood at $89,5m while their NAV is $57m  and they closed in a cash 
positive position of $5,9m on the back of improved working capital 
management resulting in a reduction in borrowings. Seedco then capped 
the fine performance with 1,39c per share dividend to the shareholders.  
 
Operational Review: Total volume of seed sold during the year amounted 
to 47,000 metric tons in a mix that saw maize seed up by 70% while cotton 
seed sales were down by 20%. Margins were lower at 43% compared to 
the prior year margins of 51% on the back steep production costs in the 
previous production season. In a period where demand for seed 
outstripped supply GP margins were lower 43% compared to the prior year 
level of 51%. Seed production was trebled in Zimbabwe on the back of 
contracting to out-growers, while Tanzania was turned into a fully fledged 
SBU to start local seed production to meet East African market demand. 
Production in the newly acquired Borassus farm in Zambia started in the 
year and production resources have been enhanced to increase capacity.  
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Seed Co BUY
Price (Usc) 74.00        
Mkt Cap (US$mn) 141.46      
Target Price (Usc) 121.87      
PER (x) 10.56        
PBV (x) 2.38          
mkt cap/sales (x) 1.84          
mkt cap/Op CF(x) 13.48        
EBITDA Margin (%) 43.34        
OH/Turnover (%) 22              
Finance Costs/Tunover (%) 2                
Free Float % 33.60        
Issued Shares 192.29      
Financials (US$m) F2009 F2010 2011F
Turnover 53.85 76.99        99.45        
EBITDA 27.61 33.37        50.72        
Operating Profit 17.36 18.42        28.01        
PBT 16.74 17.87        27.17        
Earnings 13.86 13.40        20.38        

31 Mar '09 31 Mar '10
NAV 54.27        59.38
Total Assets 85.49        89.50
Total Liabilities 31.21        30.12

31 Mar '09 31 Mar '10
Operating Cash Flow 10.49        11.40        
Closing CF position 2.53          5.94          
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Their Operations in Zimbabwe, Malawi and Quton recorded 
increases in revenue contribution to 17%, 15%, and 13% while 
the contribution of the Zambia and East Africa operations were 
lower at 34% and 21%. 
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Outlook: The establishment of  a fully fledged SBU in Tanzania 
should create better opportunities for greater profitability from 
the East African markets on the back of savings on transportation 
costs which management pointed out that was standing at $290 
per ton supplying 6000t – 7000t this should bring with its 
significant savings. The Group hopes to centralise their Zambia 
operations at the Borassus farm so as to improve efficiencies and 
save by reducing cost. In Kenya they also hope to have full 
operations established while production is being ramped up in 
Malawi. Demand especially for maize seed is expected to remain  
 

firm as donor programs supporting self sustenance on food are 
expected to increase. The Group’s development work in 
Ethiopia and West Africa is still ongoing, and onto the winter 
cereals which make up only 5% of their business, management 
were of the opinion that they would continue to face 
challenges because of uncertainty surrounding the power 
situation. The Group is forecasting to produce and sell 60,000 
tons of seed in financial year 2011F with a seed mix skewed 
towards the high margin maize seed (Currently has 50% -55% 
GP margins) and less of all other seed whose GP margins are 
around 20%-25%  
 
Value and Recommendation: We assumed that SeedCo will 
produce 60,000tons and sell net of carrying cost 58,500 tons of 
seed at average sell off prices of $1,700 per (Achieved $1,638 
in F2010). On the back of the coterie of  cost saving measures 
as well as the fact that they are looking to skew their product 
mix towards the high GP margin yielding maize seed we also 
assumed that they will achieve F2008 GP margins of 51% . We 
thus forecast them to achieve revenues and gross profit of 
$99,5m and $50,7m respectively. If SeedCo maintains their 
2010F overheads to revenue ratio and the finance charges to 
revenue ratio their PBT and earnings will be forecast at $27,2m 
and $20,4m. Applying an average regional PER of 11,5x we 
value Seedco at $234,3m (121,9c). Currently at 74c the share is 
still very cheap, barring any other exogenous factors that may 
have a bearing on value on the local bourse we believe even in 
this liquidity squeeze Seedco can easily trade at 100c implying 
potential of over 33% upside on the current price. BUY. 
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Notes:  
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 

Rating Key 1-Strong Buy, 2-Buy, 3-Accumulate, 4-Neutral, 5-Reduce, 6-Sell. This document has been 
prepared by EFE Securities (Private) Limited (EFE), for the information of its clients. Although the 
statements of fact in this report have been obtained from sources that the company believes to be 
reliable, we do not guarantee their accuracy, and any such information may be incomplete or 
condensed. All opinions and estimates included in this report constitute the company’s judgment as of 
the date of this report and are subject to change without notice. The securities discussed and 
mentioned in this report may not be suitable for all investors. Investors must make their own 
investment decisions based on their specific investment objectives and financial position and using such 
independent advisors they believe necessary. This report is for informational purposes only and is not 
intended as an offer or solicitation with respect to the purchase or sale of any security. EFE, and any of 
the individuals preparing this report may at any time have a long and/or short position in any securities 
of companies in this report. In addition EFE may from time to time perform investment banking or 
other services for, or solicit investment banking or other business from any entity mentioned in this 
report. EFE may at times buy and sell shares on an agency or principal basis to its clients. Shares may 
rise or fall and investors may end up with a reduced amount from their initial capital invested. 
Additional information on recommended securities is available on request. 
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