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Key theme 

With Q1 coming to an end, we present revenue and 
bottom-line estimates for companies under our 
coverage in various sectors.  

ARC Research coverage 

Sector Rating  Price Target 

SABIC Overweight SAR106.1 

SAFCO Overweight SAR169.7 

Sipchem Neutral   SAR28.8 

NIC Neutral SAR28.3 

Yansab Neutral SAR52.6 

APC Neutral SAR47.1 

SPC Neutral SAR17.2 

 

STC Overweight SAR78.0 

Mobily UR* UR* 

Zain Neutral SAR10.0 

 

Arabian Cement  Neutral SAR81.0 

Yamama Cement  Overweight SAR59.4 

Yanbu Cement  Overweight SAR83.3 

Saudi Cement  Overweight SAR117.0 

Qassim Cement  Neutral SAR96.2 

Southern Cement  Neutral SAR120.0 

 

Savola UR* UR* 

Almarai Neutral SAR80.1 

Catering Neutral SAR194.0 

Herfy Overweight SAR120.7 

Jarir Neutral  SAR215.0 

Extra Neutral  SAR106.0 

Alhokair Neutral  SAR105.0 

Alothaim Overweight SAR122.0 

 

Dallah Neutral SAR125.0 

Mouwasat Neutral    SAR142.0 

Care  Neutral SAR60.0 

Hammadi  Neutral SAR90.0 

 

Ma’aden Overweight SAR41.1 

Ceramics Neutral    SAR120.0 

Shaker  Overweight SAR91.0 

Astra  Neutral SAR34.4 
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Saudi companies’ results preview  
Q1: Petrochem sector to remain a drag 
We expect Q1 2015 earnings for the companies under coverage to decline 28% 

y-o-y, weighed down by the Petrochemical sector. The heavyweight, export-

oriented Petrochemical sector is expected to post weak numbers, with net 

income dropping by ~37% y-o-y, on account of low product prices and a weak 

demand environment. On the other hand, the consumer-oriented sectors – 

Retail and Food – are likely to benefit from the announcement of bonus 

equivalent to two months’ salary, although we believe that the former would 

benefit more due to consumer discretionary purchases. The Cement sector, on 

the back of improved labor conditions and increased construction activities in 

the Kingdom, is expected to post higher sales volumes and improved earnings 

compared to Q1 2014. Telecom companies will start to see increased 

competition from MVNOs (Mobile Virtual Network Operators) gradually from 

Q1 2015. For Healthcare stocks, the focus will be on performance of the new 

hospitals/expansions. TASI has surged 4.8% YTD as Real Estate (+29.6%), 

Industrial Investment (+20%), Retail (+6.3%) and Banking (+6.1%) indices 

climbed. With oil being range-bound over the last few weeks, sentiments are 

expected to remain mixed although TASI’s future course would be dependent on 

Q1 earnings, developments regarding opening up of the Saudi stock market 

and geo-political events in the region. 

Petrochemicals: Average Brent prices in Q1 2015 stand 50% lower y-o-y and 

this reflects in petrochemical prices, which have declined 15-40% y-o-y. We 

anticipate this to significantly impact the performance of Saudi petrochemical 

producers in Q1. We expect SABIC and Yansab to report a double-digit decline in 

profits y-o-y. SAFCO, too, should post a high single-digit drop (y-o-y) in its 

bottom-line on account of a moderate decline in urea prices. The decline in 

petrochemical prices will hurt NIC’s earnings as well, although a relatively lower 

fall in TiO2 prices will offer it a cushion. APC’s net income is expected to plunge 

on account of a three-week maintenance shutdown and a steep fall in 

polypropylene prices. On the other hand, Sipchem and SPC should report net 

income growth (y-o-y) in Q1 2015. Sipchem and SPC, which had carried out 

shutdowns in Q1 2014, will operate at higher average utilization rates as 

compared to the same period last year, more than offsetting the declines in 

product prices resulting in better net income y-o-y. Additionally, we expect the 

operations at SPC’s newly-commenced affiliates to gain traction further, 

supporting its bottom-line growth. We maintain our Overweight rating on 

SABIC and SAFCO, while maintaining Neutral rating on the remaining stocks 

under our coverage. 

Retail: We believe Q1 2015 will be an exceptional quarter for the Retail industry. 

The government’s decision to pay two months’ salary as bonus will boost 

disposable income among Saudi citizens which is likely to be mostly spent on 

consumer discretionary items. Thus, the Retail sector will be the major 

beneficiary of this payout. The last time the government handed out such a 

bonus in 2011, the growth rates of retail companies witnessed a huge surge. 

Similarly, we expect most retail companies under our coverage to post a top-line 

growth of more than 25% as compared to Q1 2014. Companies selling consumer 

discretionary products like Extra, Jarir and Al Hokair will benefit the most, 

while consumer staples retailers like Al Othaim will see only a moderate increase 

in sales. The sharp increase in revenues will also lead to an improvement in 

margins, boosting the sector’s bottom-line. 
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Food & Agriculture: Q1 2015 will be an interesting quarter for the Food sector. Some 

companies are likely to witness strong growth (Almarai, Herfy), while others like Savola 

would be under pressure. Almarai is expected to continue on its growth trajectory on the back 

of continued growth in dairy demand and improving performance of the poultry business 

segment. Herfy’s top-line will benefit from 52 new restaurants opened in 2014. The company 

may also witness an increase in average store sales on the back of the government’s two-

month bonus payment. On the other hand, Savola will be struggling with lower than expected 

sales from the retail segment, and operational issues with its food businesses. However, 

despite the company’s net profit guidance being lowered by 50% to SAR178mn, a one-time 

capital gain of SAR265mn from the sale of its plastics packaging business will boost its 

bottom-line. Saudi Airlines Catering’s growth will be driven by increasing number of flights 

from Saudia, opening of new lounges and new contracts won last year.  

Cement: The Cement sector in Saudi Arabia is expected to witness a positive first quarter in 

2015 on the back of the revival of construction activities due to improved labor market 

conditions in the Kingdom. Cement sales volumes rose 15% y-o-y during the first two months 

of Q1 2015, indicating continued recovery in the construction sector. We expect the trend to 

continue with a double-digit growth in cement sales volumes in the month of March. As a 

result, we expect most companies to post a strong top-line growth in Q1 2015. However, due 

to the government’s announcement of a two-month bonus and many listed companies 

following suite (including cement), the bottom-line of cement companies may come under 

pressure. Cement companies like Qassim, SPCC, Yanbu, Yamama and Saudi Cement have 

followed the government’s order and announced a salary bonus, which will impact their 

margins this quarter and restrict profit growth. Nevertheless, it will only be a one-time 

impact on margins. We are Overweight on Yamama, Yanbu and Saudi Cement. We maintain 

our Neutral ratings on Qassim Cement, Southern Province Cement and Arabian Cement. 

Telecoms: The Telecom sector has seen some key changes in the recent past – the 

restatements at Mobily, increased activity by MVNOs, regulatory decision to decrease 

interconnection rates, arbitration between Zain and Mobily, etc. Overall Telecom sector 

continues to remain highly competitive. In our view, data continues to cannibalize voice 

revenues for all the players. Not only this, the new MVNOs have started their operations by 

offering attractive tariffs, which will increase competition. Overall mobile penetration could 

increase as well, as consumers could resort to holding additional mobile connections. This 

could further cannibalize voice revenues for the existing three mobile operators. For Mobily, 

investor focus will be on its new normal for financials after a series of restatements and 

reclassifications in the last two quarters. The management expects no more exceptional items 

or one-offs and Q1 is expected to provide a new base for the company. However, we think 

some provisioning will continue along with some exceptional items in Q1 2015 as well. We 

believe STC will continue to pay SAR1 per quarter as dividends per share, which is highly 

attractive as the annual dividend yields are 6.2%. We expect Zain KSA to post a flat y-o-y 

topline performance. We remain Overweight on STC(SAR78 per share), and Neutral on 

Mobily (Under Review)and Zain(SAR10 per share). 

Healthcare: The focus in Q1 2015 for the Healthcare sector will be on demand and execution 

of the newly opened hospitals. Almost all of the listed companies have recently expanded or 

opened new hospitals. Mouwasat opened its first hospital in Riyadh, Hammadi has opened its 

second hospital in Riyadh (Al-Suwedhi), while Dallah has soft-launched its Northern clinics 

in Al Nakheel district. Dallah expects full financial impact from its clinics to start from Q4 

2015. However, we believe revenue contribution from these hospitals/expansions will 

gradually pick up from Q1 2015. Demand and execution of Mouwasat’s Riyadh hospital will 

be important for the company as it is around 25% of its existing capacity. Overall, we expect 

NMCC to see the strongest top-line growth as it continues to benefit from expansion of its 

National Care hospital. On the other hand, we expect the hospital to see a massive y-o-y 

decline in its net income post the salary restructuring done in last quarter. We have revised 

our target prices for NMCC (SAR60 per share) and Hammadi (SAR90 per share). We are 

currently Neutral on all the stocks. 
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Saudi market: Q1 estimates of the companies we cover

Company 2014Q1A 2014Q4A 2015Q1E

YOY % 

chg.

QOQ % 

chg. 2014Q1A 2014Q4A 2015Q1E

YOY % 

chg.

QOQ % 

chg.

Petrochemical

SABIC 49,239 43,435 38,943 -20.9% -10.3% 6,442 4,356 3,810 -40.9% -12.5%

Sipchem 917 987 959 4.6% -2.9% 69 132 113 64.5% -14.7%

SAFCO 1,178 1,093 1,090 -7.5% -0.4% 843 779 780 -7.4% 0.2%

NIC 4,414 3,676 3,384 -23.3% -8.0% 321 161 107 -66.6% -33.3%

Yansab 2,318 2,290 1,750 -24.5% -23.6% 556 618 368 -33.8% -40.4%

APC 669 740 396 -40.8% -46.5% 137 200 84 -39.1% -58.2%

SPC 321 504 418 30.1% -17.1% 100 92 101 0.8% 9.2%

Petrochemical Sector 59,057 52,725 46,938 -20.5% -11.0% 8,467 6,339 5,363 -36.7% -15.4%

Cement

Arabian Cement 422 430 431 1.9% 0.1% 167 146 177 5.8% 21.5%

Yamama Cement 367 318 369 0.4% 15.9% 175 152 152 -13.1% 0.1%

Saudi Cement 535 526 596 11.4% 13.4% 286 269 318 11.0% 17.9%

Qassim Cement 273 253 286 4.6% 12.9% 159 134 152 -4.3% 13.3%

Yanbu Cement 440 378 453 3.0% 19.7% 205 193 236 15.2% 22.3%

Southern Cement 495 489 538 8.6% 10.2% 221 245 279 26.3% 13.8%

Cement Sector 2,532 2,394 2,672 5.5% 11.6% 1,213 1,139 1,314 8.3% 15.3%

Telecom

STC 10,783 11,848 10,672 -1.0% -9.9% 2,391 2,442 2,108 -11.8% -13.7%

Mobily 5,094 2,717 3,860 -24.2% 42.1% 1,612 -2,911 314 -80.5% NM

Zain 1,546 1,578 1,545 -0.1% -2.1% -318 -306 -308 -3.3% 0.5%

Telecom Sector 17,423 16,143 16,076 -7.7% -0.4% 3,685 -775 2,114 -42.6% NM

Growth in earnings will be driven by higher sales volumes due to construction activities in the central region of the 

Kingdom.

A y-o-y decline in urea prices to impact SAFCO's performance; however, on a q-o-q basis, a higher ammonia 

sales volume should compensate for lower urea prices.

A steep fall in the product prices along with sluggishness in the TiO2 market to hurt NIC's top and bottom-line.

A double-digit decline in petrochemical product prices to hurt Yansab's earnings performance.

We expect SPC to post a top-line growth (y-o-y) as its Al Waha unit had shutdown for maintenance in Q1 2014.  

However, lower income from associates will limit earnings growth (y-o-y)

Earnings growth will be driven by higher sales volumes on the back of improved demand in the western region of 

the Kingdom.

Top-line growth will be driven by large scale construction activities lined up in the central region of the Kingdom 

where the company is located.  

Earnings are expected to grow on the back of improved demand in the Eastern region of the Kingdom and 

presence of unutilized capacity. 

SPCC's growth will be driven primarily by favorable demand in Southern region as the company faces limited 

competition in the region.

Net Profit (SAR mn)Revenues (SAR mn)

Lower polypropylene prices coupled with a three week maintenance shutdown to impact APC's revenues and 

earnings.

A drop in petrochemical product prices across the board along with shutdown at its subsidiary to negatively impact 

SABIC's performance.

Despite a steep fall in methanol prices, Sipchem's revenues and earnings are expected to rise as the company 

had shutdowns in Q1 and Q4 2014.

We expect growth to be driven primarily by better conditions in the western region and improving operational 

efficiencies.   

We expect STC to report a topline decline of 1% y-o-y in Q1 2015. Investor interest for STC will be mainly its 

dividends, expected to be at SAR1 per share, implying a strong annual dividend yield of 6.2%

Q1 2015 financials are important for Mobily as they would represent the new normal for the company post the 

series of restatements and reclassifications in the last two quarters. However we expect provisioning and some 

one off expenses to continue.

We expect flat y-o-y top line for ZainKSA. We expect the company to continue to see strong data growth but 

gradually high competition in voice from MVNOs.
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Company 2014Q1A 2014Q4A 2015Q1E

YOY % 

chg.

QOQ % 

chg. 2014Q1A 2014Q4A 2015Q1E

YOY % 

chg.

QOQ % 

chg.

Food & Agriculture

Almarai 2,719 3,331 3,011 10.8% -9.6% 274 428 303 10.7% -29.2%

Savola 6,492 6,844 6,023 -7.2% -12.0% 423 434 451 6.4% 3.7%

Herfy 216 243 250 15.8% 3.0% 48 49 52 8.2% 6.7%

Catering 497 535 551 10.9% 2.9% 162 173 171 5.9% -0.9%

Food & Agri. Sector 9,923 10,953 9,835 -0.9% -10.2% 907 1,084 977 7.7% -9.9%

Retail

Jarir 1,399 1,584 1,686 20.5% 6.4% 201 206 249 23.9% 21.2%

Alhokair 1,357 1,549 1,724 27.0% 11.3% 191 106 172 -9.9% 61.9%

Alothaim 1,223 1,341 1,398 14.3% 4.3% 46 74 53 14.5% -28.3%

Extra 807 1,089 953 18.0% -12.5% 29 8 38 28.2% 348.6%

Retail Sector 4,786 5,562 5,761 20.4% 3.6% 468 395 512 9.4% 29.8%

Healthcare

Dallah 215 253 238 10.7% -5.9% 40 50 45 11.6% -10.3%

Mouwasat 244 252 277 13.8% 10.1% 58 51 62 7.2% 22.4%

NMCC 182 195 214 17.9% 9.9% 32 10 17 -46.7% 76.2%

Al Hammadi 122 129 135 10.4% 4.1% 34 34 40 17.8% 19.7%

Healthcare Sector 763 829 865 13.3% 4.3% 165 145 165 -0.1% 14.0%

Other

Ma'aden 1,776 3,478 2,999 68.9% -13.8% 125 376 333 165.7% -11.5%

Saudi Ceramic 424 374 445 5.0% 19.0% 87 60 89 2.1% 49.2%

We expect flat earnings as demand growth for heaters, tiles, and sanitary remain normal.

Shaker 356 351 365 2.5% 4.0% 21 9 32 52.4% 272.1%

Net profit will improve from the low base in 2014 as AC demand picks up.

Astra 499 492 550 10.2% 11.8% 63 26 50 -20.3% 95.3%

Higher operational costs from Astra's steel business and the violence in Iraq will continue to affect margins.

Ramp up of Aluminum business will boost revenues and earnings on y-o-y basis. However, we expect double digit 

decline on q-o-q basis as commodity prices remain under pressure.

We expect a good topline growth for Mouwasat as the hospital will see contribution from its recently opened Riyadh 

hospital.The net income growth will be lower owing to the expansion related costs at its Riyadh hospital.

We expect NMCC to report the highest top line y-o-y growth among the four listed healthcare players. On the other 

hand, it will continue to see a massive decline in its net income owing to the revision in salary structure as 

announced in Q4 2014.

Hammadi's Q1 numbers will benefit from its newly opened hospital in Al Suwedhi. 2015 will see a strong growth as 

the utilization rate at its new hospital gradually increases.

Net Profit (SAR mn)Revenues (SAR mn)

Top line will be primarily driven by acquisitions, and further supported by new store additions and the surge in 

same store sales due to the government bonus. 

Earnings will be driven by the continued growth in the dairy segment as well as improving performance of the 

poultry business

Despite the 50% cut in profit guidance, the bottom line will be boosted by a capital gain of SAR265mn on sale of 

the plastics packaging business unit

Likely to witness double digit growth rates on the back of new store openings and high same store sales

Top line will jump from the low base of last year, while margins are expected to improve due to higher same store 

sales

After a strong Q4, we expect a 11% y-o-y topline growth for Dallah in Q1 2015. The soft launch of the expanded 

clinics in Northern Hospital will boost the numbers in Q1 2015, in our view.

Revenues will rise on the back of the rapid restaurant additions in 2014 (+52), while margins may be under 

pressure due to the same

Saudia's rising fleet size, increasing number of flights  as well as new contract wins will drive growth

The 2-month salary bonus paid by the government as well as some private companies will drive the demand for 

new products like the iPhone 6 and Samsung S6, booting the company's top and bottom line.
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Disclaimer and additional disclosures for Equity Research 

Disclaimer 

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared 
for the general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or 
manner, without the express written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not 
to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public 
disclosure of such information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable 
but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and 
information provided and Al Rajhi Capital does not represent that the information content of this document is complete, or free from any error, 
not misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor any 
opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to 
such securities or investments. It is not intended to provide personal investment advice and it does not take into account the specific 
investment objectives, financial situation and the particular needs of any specific person who may receive this document. 

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or 
investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may 
not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value 
of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or 
income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its officers 
or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related investments, 
including long or short positions in securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi Capital or its 
affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business from, any 
company mentioned in this research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, 
indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this research 
document.  

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no 
responsibility to update the information in this research document. Neither the whole nor any part of this research document may be altered, 
duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or 
use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, 
publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any registration or 
licensing requirement within such jurisdiction.  

Additional disclosures 

1. Explanation of Al Rajhi Capital’s rating system 

Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage 
except financial stocks and those few other companies not compliant with Islamic Shariah law: 

"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 
6-9 month time horizon. 

"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share 
price on a 6-9 month time horizon. 

"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on 
a 6-9 month time horizon. 

2. Definitions 

"Time horizon": Our analysts make recommendations on a 6-9 month time horizon. In other words, they expect a given stock to reach 
their target price within that time.  

"Fair value": We estimate fair value per share for every stock we cover. This is normally based on widely accepted methods 
appropriate to the stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum of the parts) analysis.  

"Target price": This may be identical to estimated fair value per share, but is not necessarily the same. There may be very good 
reasons why a share price is unlikely to reach fair value within our time horizon. In such a case we set a target price which differs 
from estimated fair value per share, and explain our reasons for doing so. 

Please note that the achievement of any price target may be impeded by general market and economic trends and other external 
factors, or if a company’s profits or operating performance exceed or fall short of our expectations. 

Contact us 

Pritish K. Devassy, CFA 
Tel : +966 11 2119370 
devassyp@alrajhi-capital.com 
 
 
Al Rajhi Capital 
Research Department 
Head Office, King Fahad Road 
P.O. Box 5561 
Riyadh 11432 
Kingdom of Saudi Arabia 
Email: research@alrajhi-capital.com 
 
Al Rajhi Capital is licensed by the Saudi Arabian Capital Market Authority, License No. 07068/37. 
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