Financial Result Update

Recommendation Overweight

Fair value (SAR) 89.5
Closing price (SAR) 79.3
Dividend yield (%) 3.6
Upside potential (%) 16.5

Key financial metrics

52 week high (SAR) 87.5
52 week low (SAR) 61.5
Market cap. (SAR mn) 3,663.7
Outstanding shares (mn) 46.2
Free float to TASI (%) 0.2
YTD performance (%) 1.1
Stock beta 0.8
P/E x (2017e) 14.1
P/B x (2017e) 2.2
EV/ Sales x (2017e) 3.0

Share Price Performance
Closing prices as of 05-02-17
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Herfy TASI (rebased)

Source: Bloomberg

Particulars 2015a

Revenue 1,077.0

Gross profit 320.8

Gross profit margin 29.8%

Net profit 202.7

Net profit margin 18.8%

EPS SAR 4.39

Consumer Services | February 2017

Herfy Food Services Co. (Herfy) Ao ayl 6,.\
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Strong results for FY 2016 on the back of restaurant
addition and equally well supported by the bakery
segment.

Q Herfy registered 7.4% YoY growth in revenue for FY
2016, reaching a total revenue of SAR1,156.7mn for the
year as compare to revenue figure of SAR1,077.0mn for
FY 2015. Revenue for FY 2016 remained 7.3% below our
estimated figure of SAR1,248mn whereas gross and net
profits remained 4.7% and 5.4%, respectively below our
estimation.

Q The increase in revenue for FY 2016 by 7.4% YoY
occurred mainly due to addition of new restaurants to the
chain i.e. 36 new restaurants were opened during the
year taking the total restaurant count to 328. In addition
to that, bakery segment also supported equally well for
the FY 2016 showing 7.3% YoY increase in revenue.
Unlike restaurant and bakery segments, revenue from
meat segment declined by 7.0% YoY. Gross profit
increased by 8.4% YoY due to reduction in cost of raw
material while net profit increased by 7.3% YoY inline
with the revenue increase.

Q The restaurant segment remained the major revenue
contributor to the total revenue figure with 86.0% while
the bakery and meat segments contributed 11.7% and
2.3%, respectively.

Q Herfy reported 2.7% YoY increase in revenue for Q4 2016
amounting to SAR280.2 mn, which together with lower
raw material cost supported earnings growth of 22.5%
YoY. Revenue declined by 11.1% QoQ due to seasonality
factor On QoQ basis, the gross and net profits declined
by 3.2% and 5.9%, respectively mainly due to increase
in SG&A.

O We are Overweight on Herfy with a Fair Value of SAR89.5
per share. We expect Herfy to continue to show positive
results in the upcoming years with restaurant addition
spree and well supported by the other segments, bakery
segment in particular.

All figures are in SAR million unless otherwise stated

2016a Change 2016e Estimation Dif.
1,156.7 7.4% 1,248.0 (7.3%)
347.6 8.4% 364.0 (4.7%)
30.0% 0.2% 29.1% 0.9%
217.5 7.3% 230.0 (5.4%)
18.8% == 18.4% 0.4%
4.71 7.3% 5.0 (6.0%)
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Rating Methodology

Upside/ Downside Potential Recommendation
Greater than or equal to +15% Overweight
Between +15% and -14% Neutral
Less than or equal to -15% Underweight

This report is produced by Arbah Capital Company (“Arbah”), operating under the supervision of the Saudi
Arabian Capital Markets Authority under license number 07083-37. This document does not constitute an
offer or invitation to subscribe for or purchase any securities, and neither this document nor anything
contained herein shall form the basis of any contract or commitment whatsoever. It is being furnished to you
solely for your information and may not be reproduced or redistributed to any other person. Neither this
report nor any copy hereof may be distributed in any jurisdiction outside Saudi Arabia where its distribution
may be restricted by law.

Information and opinions contained herein have been compiled or arrived by Arbah from public sources
believed to be reliable, but Arbah has not independently verified the contents of this document. Accordingly,
no representation or warranty, express or implied, is made as to and no reliance should be placed on the
fairness, accuracy, completeness or correctness of the information and opinions contained in this document.
Arbah accepts no liability for any loss arising from the use of this document or its contents or otherwise
arising in connection therewith shall have no responsibility or liability whatsoever in respect of any inaccuracy
in or omission from this or any other document prepared by Arbah for, or sent by Arbah to any person and
any such person shall be responsible for conducting his own investigation and analysis of the information
contained or referred to in this document and of evaluating the merits and risks involved in the securities
forming the subject matter of this or other such document. To the maximum extent permitted by applicable
law and regulation, Arbah shall not be liable for any loss that may arise from the use of this report or its
contents or otherwise arising in connection therewith. Opinions and estimates constitute our judgment and
are subject to change without prior notice. Past performance is not indicative of future results.

Arbah may, from time to time to the extent permitted by law, participate or invest in other financing
transactions with the issuers of the securities (‘securities’), perform services for or solicit business from such
issuer, and/or have a position or effect transactions in the securities or options thereof. Arbah may, to the
extent permitted by applicable Saudi law or other applicable laws or regulations, effect transactions in the
securities before this material is published to recipients.

Persons who receive this report should make themselves aware of the information and adhere to any
restrictions described above. By accepting this report you agree to be bound by the foregoing limitations.
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