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Proposed Merger between DANGSUGAR, NASCON and 

Dangote Rice Limited 
 
On July 31, 2023, Dangote Sugar Refinery Plc (DANGSUGAR) unveiled its 
proposed merger plan with NASCON Allied Industries Plc (NASCON) and 
Dangote Rice Limited (DRL). In the weeks following this merger 
announcement, DANGSUGAR presented the intended consideration to be 
extended to NASCON and DRL shareholders as part of the scheme. 

Within this scheme framework, each shareholder of NASCON will receive 
eleven (11) fully paid-up ordinary shares, valued at 50 Kobo each, in 
DANGSUGAR for every twelve (12) NASCON shares with the same value. This 
arrangement translates into the issuance of an aggregate of 2,428,651,847 
new ordinary shares in DANGSUGAR. Similarly, for one (1) ordinary share 
worth NGN 1.00 Kobo held in DRL, shareholders will receive fourteen (14) fully 
paid-up ordinary shares, each valued at 50 Kobo, in DANGSUGAR. This 
allocation results in the issuance of a total of 2,775,792,508 new ordinary 
shares in DANGSUGAR. Put simply, if someone owns 10,000 units of NASCON 
before the merger, they will hold approximately 9,167units after the merger. 
This calculation is based on a conversion ratio of 11/12. Similarly, an individual 
who possesses 10,000 units of DRL will see their holdings increase to 140,000 
units (based on a conversion ratio of 14/1) following the merger. Since the 
announcement date (31st July 2023) of the proposed merger, the prices for 
DANGSUGAR and NASCON have rallied significantly by 103.70% and 71.08%, 
respectively. 

Chart 1: Price Chart of NASCON and DANGSUGAR  

 

 

Source: NGX, Meristem Research 

A significant competitor in the industry, BUAFOODS, presently holds an 
outstanding share count of 18.00bn, a mere 3.74% larger than that of the 
proposed new entity (most likely to be named DANGFOODS). With this 
context in mind, to achieve parity with this close competitor, it is imaginable 
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that an issuance of about 650.00mn additional shares could be raised. It is 
important to note that the merger, if successful, may lead to a dilution effect 
for DANGSUGAR’s shareholders. The additional issue could potentially serve 
as a compensation for the existing shareholders of DANGSUGAR.  

Considering that the merger terms directly appear not to be beneficial to 
NASCON shareholders especially looking at the stocks’ prices as at the 
announcement date, the price at which DANGFOODS will be listed becomes 
an important variable to check the offer's attractiveness. Our analysis shows 
that a price of NGN61.15 for DANGSUGAR will put NASCON’s shareholders 
indifferent between the two stocks. However, we emphasize that substantial 
compensation for both DANGSUGAR and NASCON shareholders will largely 
hinge on a higher listing price. Thus, our thought is that the listing price would 
fall within the range of NGN60.00 to NGN70.00. Our thought is guided by the 
need to strike a balance between making the listing price of DANGFOODS 
(upon listing) attractive to new investors and providing adequate 
compensation for potential dilution faced by current DANGSUGAR's 
shareholders. 

For the next steps, the entities will apply to SEC for approval and subsequently 
the Federal High Court to proceed with the consolidation of the merger 
agreement. We anticipate that this process will likely take till Q2:2024 to be 
concluded, in alignment with the timeline outlined by the SEC for the pre-
approval procedure of mergers and acquisitions. 
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Analyst’s Certification and Disclaimer 

This research report has been prepared by the research analyst(s), whose name(s) appear(s) on the cover of this 
report. Each research analyst hereby certifies, with respect to each security or issuer covers in this research that: 
(1) all of the views expressed in this report accurately reflect his or her personal views about any and all of the subject 
securities or issuers (the Issuer); and 
(2) no part of any of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific 
recommendations or views expressed by the research analyst(s) in this report. Research analysts’ compensation is 
determined based upon activities and services intended to benefit the investor clients of Meristem Securities Limited 
(the Firm). Like all of the Firm’s employees, research analysts receive compensation that is impacted by overall Firm 
profitability, which includes revenues from other business units within the Firm. 
(3) each research analyst and/or persons connected with any research analyst may have interacted with sales and 
trading personnel, or similar, for the purpose of gathering, synthesizing and interpreting non-material non-public or 
material public market information. 
 
As at the date of this report, any ratings, forecasts, estimates, opinions or views herein constitute a judgment, and 
are not connected to research analysts’ compensations. In the case of non-currency of the date of this report, the 
views and contents may not reflect the research analysts’ current thinking. This document has been produced 
independently of the Issuer. While all reasonable care has been taken to ensure that the facts stated herein are 
accurate and that the ratings, forecasts, estimates, opinions and views contained herein are fair and reasonable, 
neither the research analysts, the Issuer, nor any of its directors, officers or employees, shall be in any way responsible 
for the contents hereof, and no reliance should be placed on the accuracy, fairness or completeness of the 
information contained in this document. No person accepts any liability whatsoever for any loss howsoever arising 
from any use of this document or its contents or otherwise arising in connection therewith. 
 
Analysts’ Compensation: The equity research analysts responsible for the preparation of this report receive 
compensation based upon various factors, including the quality and accuracy of research, client feedback, 
competitive factors, and overall firm revenues, which include revenues from, among other business units, Investment 
Banking. 
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publicly available information and are meant for general information purposes only and it may not be reproduced or 
distributed to any other person. All reasonable care has been taken to ensure that the information contained herein 
is not misleading or untrue at the time of publication; Meristem can neither guarantee its accuracy nor completeness 
as they are an expression of our analysts’ views and opinions.  
Meristem and any of its associated or subsidiary companies or the employees thereof cannot be held responsible for 
any loss suffered by relying on the said information as this information as earlier stated, is based on publicly available 
information, analysts’ estimates and opinions and is meant for general information purposes and should not be 
construed as an offer to buy or sell or a solicitation of an offer to buy or sell securities or any financial instruments. 
The value of any investment is subject to fluctuations, i.e., may fall and rise. Past performance is no guide to the 
future. The rate of exchange between currencies may cause the value of investment to increase or diminish. Hence 
investors may not get back the full value of their original investment. Meristem Securities is registered with the 
Securities and Exchange (SEC) and is also a member of The Nigerian Exchange Group (The NGX). Meristem Securities’ 
registered office is at 20A Gerrard Road, Ikoyi, Lagos State. Website: www.meristemng.com; Email: 
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