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EVENT FLASH

In-line, but relatively weak 2Q11 numbers

Qassim Cement announced its preliminary 2Q11 results on 9 July
2011. All numbers came in 3-5% below our estimates with net
income up 6.6% YoY to SR145mn. Although the YoY gain is better
than the declines seen in 2010, it is significantly below the 15%
increase we expect for the covered stocks as a whole in 2Q11. We
await full details before updating our model.

e Gross profit: 2Q11 came in at SR155mn, increasing 3.6% YoY but 4.4%
below the NCBC estimate for 2Q11 of SR162mn. 2Q11 was a decrease of
1.2% QoQ

e Operating profit: 2Q11 came in at SR146mn, increasing 3.2% YoY but 4.7%
below the NCBC estimate for 2Q11 of SR153mn. 2Q11 was a decrease of
1.3% QoQ

e Net profit: 2Q11 came in at SR145mn, increasing 6.6% YoY but 3.4% below
the NCBC estimate for 2Q11 of SR150mn. 2Q11 was a decrease of 0.4%

QoQ

e EPS: 2Q11 came in at SR1.61, increasing 6.6% YoY but 3.4% below the
NCBC estimate for 2Q11 of SR1.66. 2Q11 was a decrease of 0.4% QoQ

e In summary, Qassim Cement reported 3-6% YoY growth in all profit lines in
2Q11. However, all profit lines came in 3-5% below NCBC estimates. The
key issue with Qassim Cement remains its limited stock levels and its already
high utilization rates, both limiting its ability to meet any increase in demand.

e The company attributed the YoY rise in profitability to 1) higher sales volumes
and 2) improved operating performance of its subsidiary companies. We
believe QCC will have also benefited from increased prices seen in 2Q11.

e Although the YoY growth in 2Q11 is better than the YoY declines seen in
2Q10, we believe the 6.6% growth will come in significantly below the 15%
YoY growth we expect for the six cement stocks under coverage. We believe
the key reason for this is QCC's limited ability to increase production.

e QCC has been reported in the local press as investigating the possibility of
opening a new line of production. Any such increase in capacity could be
seen as a potential positive catalyst to the stock.

2Q11 Results Summary

SR mn 2Q11A 2Q10A %YoY 2Q11E % Var®
Sales N/A 256 N/A 280 N/A
Gross income 155 150 3.6% 162 -4.4%
Operating income 146 141 3.2% 153 -4.7%
Net income 145 136 6.6% 150 -3.4%
EPS 1.61 1.51 6.6% 1.66 -3.4%

Source: Company, NCBC Research * % Var indicates variance from NCBC forecasts
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VALUATION MULTIPLES

10A 11E 12E

Reported P/E (x)
P/B (x)
EV/EBITDA (x)
Div Yield (%)

11.9 11.3
3.2 3.1 291
8.9 8.6 851
/25 750 6.41

10.31

Source: NCBC Research estimates
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NEUTRAL: Target price represents expected returns between -10% and +15% in the next 12 months
UNDERWEIGHT: Target price represents a fall in share price exceeding 10% in the next 12 months

PRICE TARGET: Analysts set share price targets for individual companies based on a 12 month horizon. These share price targets are subject to a
range of company specific and market risks. Target prices are based on a methodology chosen by the analyst as the best predictor
of the share price over the 12 month horizon

Other Definitions

NR: Not Rated. The investment rating has been suspended temporarily. Such suspension is in compliance with applicable regulations and/or in
circumstances when NCB Capital is acting in an advisory capacity in a merger
or strategic transaction involving the company and in certain other situations

CS: Coverage Suspended. NCBC has suspended coverage of this company

NC: Not covered. NCBC does not cover this company
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