ALMARAI COMPANY RATING NEUTRAL

3Q2010 Results: Seasonally Boosted, Tweaking
Forecasts and Valuation Assumptions

RESULTS REVIEW FOOD AND BEVERAGE | SAUDI ARABIA

= Raise Fair Value Slightly to SAR219/Share, Maintain Neutral

We raise our fair value (FV) to SAR219/share (6% upside potential) from SAR214/share,
with minor adjustments to our forecasts after 9M2010 results and a reduction in our
WACC assumption to reflect lower risk free rate. We reiterate our Neutral rating. Upside
catalysts to our valuation include: i) developments in IDJ (JV with PepsiCo), like
expansions in Egypt (through Beyti) or entering into new markets, ii) sustainability of
higher margins, and iii) introduction of new food categories. Almarai trades on rich
multiples versus global dairy peers’ estimated 2011 median P/E of 12.8x and EV/EBITDA
of 6.9x. This is partly justified by Almarai’s higher margins and growth potential.

= Core Operational Performance Ushers in Strong 3Q2010 Growth, in Line
Revenue grew 19% Y-o-Y to SAR1,843 million and net profit by 17%, with both coming
broadly in line with our estimates. Dairy and juice (64% of revenue) rose 13% Y-o-Y,
driven by growth in: i) long-life dairy (+18% Y-0-Y) on market share expansion, ii)
baked goods (+32% Y-0-Y), owing to the near doubling of capacity in August 2010, and
iii) juice (+19% Y-0-Y). EBITDA was in line at SAR600 million (+19% Y-o-Y) and its
margin flat Y-o-Y at 32.7%, with lower-than-expected COGS offset by higher SG&A.
Margins and net profit were boosted Q-0-Q by seasonality and Ramadan.

= Expect Solid Growth in 4Q2010/FY2011

We expect sales of SAR1.78 billion (+15% Y-0-Y) in 4Q2010, with continued growth in
bakery (+33%) and higher growth in juice (+25%) after an increase in processing
capacity in 2Q2010. We forecast a 14% rise in EBITDA (with flat margin Y-o-Y) and an
18% rise in net profit to SAR293 million. For 2011, we forecast net profit to climb 16%
Y-0-Y, driven by revenue growth, a nearly flat EBITDA margin, and a tightening in dairy
and juice margins offset by widening bakery and poultry margins.

= Bonus Share Issue to be proposed
Almarai’s board of directors announced it will recommend a doubling of the company’s
paid-in capital to SAR2,300 million through a 1:1 bonus share issue.

KEY FINANCIAL HIGHLIGHTS

December Year End (SAR mn) 2009a 2010e 2011e 2012e
Revenue 5,869 6,912 8,022 9,373
EBITDA 1,642 1,956 2,237 2,576
EBITDA Margin 28.0% 28.3% 27.9% 27.5%
Net Profit 1,097 1,296 1,507 1,735
EPS (SAR) 9.9 11.3 13.1 151
DPS (SAR) 40 47 5.4 6.3
Net Debt (Cash) 3,869 4,857 5,380 5,360
P/E* (Attrib.) (x) 205 18.1 156 13.5
EV/EBITDA (x) 17.2 14.4 12.6 10.9
P* / Op. Cash Flow (x) 12,5 14.4 11.7 10.4
Div. Yield 2.0% 2.3% 2.7% 3.1%

*Prices as at 11 October 2010
Source: Almarai Company, EFG Hermes estimates
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ALMARAI COMPANY

SEASONALITY EFFECTS BOOST FRESH DAIRY SALES & EBITDA MARGIN

Sales and margins were supported by Ramadan’s seasonality effect in 3Q2010 as total revenue
grew 5% Q-0-Q and fresh dairy sales (including yogurt) grew13% Q-0-Q. On the other hand,
long-life dairy fell 5% Q-0-Q and baked goods 7% Q-0-Q. Poultry sales grew Q-0-Q, but the
segment continued to report a net loss, while agriculture grew Q-0-Q and reported positive
net profit (before minority interest). The EBITDA margin expanded c360 bps over 2Q2010 as a
result of increased capacity utilisation during 3Q2010 and, accordingly, net profit soared 24%

Q-0-Q.

FIGURE 1: SUMMARY OF QUARTERLY INCOME STATEMENT

In SAR million, unless otherwise stated

3Q09a
Revenue 1,547
COGS (761)
Gross Profit 787
Gross Profit Margin 50.8%
SG&A (284)
EBITDA 503
EBITDA Margin 32.5%
Depreciation (89)
Net Operating Profit 414
NOP (EBIT) Margin 26.7%
Interest Expenses (36)
Share of Profit from Associates -
Net Sundry (3)
Earnings before Taxes and Mi 375
Income Tax (Zakat) (10)
Minority Interest (1)
Net Profit 363

Source: Almarai Company, EFG Hermes estimates
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FIGURE 2: SEGMENTAL BREAKDOWN OF QUARTERLY REVENUE

In SAR million, unless otherwise stated

3Q09a
Dairy Products 932
Cheese & Butter 282
Fruit Juice 176
Other (incl. non-dairy food) 5
Dairy, Juice & Other 1,395
Bakery Products 153
Poultry -
Agriculture -
Total 1,547

Source: Almarai Company, EFG Hermes estimates
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ALMARAI COMPANY

FINANCIAL STATEMENTS

INCOME STATEMENT (DECEMBER YEAR END)
In SAR million, unless otherwise stated

2008a 2009a 2010e 2011e 2012e  2013e  2014e

Revenue 5,030 5,869 6,912 8,022 9,373 10,951 12,642
COGS (2,848) (3.251) (3719) (4365) (5157) (6067) (7,052)
Gross Profit 2,182 2,618 3,193 3,656 4,216 4,884 5,591
Gross Profit Margin 434%  446%  462%  456%  450%  446%  44.2%
SG&A (851)  (976) (1,237) (1,420) (1,640) (1916) (2,212)
EBITDA 1,331 1,642 1,956 2,237 2,576 2,967 3,378
EBITDA Margin 26.5% 28.0% 28.3% 27.9% 27.5% 27.1% 26.7%
Depreciation and Amortisation (270) (363) (475) (537) (616) (678) (742)
Net Operating Profit 1,061 1,279 1,481 1,700 1,960 2,290 2,637
Net Operating Margin 21.1% 21.8% 21.4% 21.2% 20.9% 20.9% 20.9%
Share of Profit from Associates - (2) (7) 5 11 19 29
Net Interest Income (Expense) (125) (148) (132) (144) (163) (168) (163)
Earnings before Taxes 935 1,129 1,343 1,561 1,808 2,141 2,502
Zakat (25) (29) (26) (30) (45) (53) (62)
Earnings before Minority Interest 911 1,100 1,317 1,531 1,763 2,088 2,440
Minority Interest (1) 3) (21) (24) (28) (33) (39)
Net Income 910 1,097 1,296 1,507 1,735 2,055 2,402

Source: Almarai Company, EFG Hermes estimates

BALANCE SHEET STATEMENT (DECEMBER YEAR END)
In SAR million, unless otherwise stated

2008a 2009a 2010e 2011e 2012e 2013e  2014e

Cash and Time Deposits 253 508 207 241 281 329 379
Accounts Receivables 319 376 492 571 668 780 935
Inventory 1,097 1,219 1,375 1,615 1,907 2,244 2,608
Other Current Assets 91 79 208 242 282 330 381
Total Current Assets 1,760 2,182 2,283 2,668 3,139 3,683 4,304
Net Plant & Biological Assets 5,343 7,017 8,542 9,805 10,589 11,361 12,120
Investments 489 963 942 947 959 973 994
Intangibles and Others 589 825 825 825 825 825 825
Total Assets 8,181 10,987 12,593 14,246 15512 16,843 18,243
ST Debt 511 396 415 441 469 548 632
Accounts Payable and Suppliers 647 902 1,009 1,172 1,342 1,529 1,719
Other Current Liabilities 131 143 143 143 143 143 143
Total Current Liabilities 1,289 1,440 1,566 1,756 1,954 2,220 2,494
LT Debt 3,133 3,981 4,649 5179 5,172 5,004 4,687
Other Liabilities 128 166 191 219 252 252 252
Minority Interest 14.4 17.1 47.0 714 99.4 132.5 1711
Net Worth 3,617 5,383 6,140 7,020 8,034 9,235 10,638

Source: Almarai Company, EFG Hermes estimates
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ALMARAI COMPANY

CASH FLOW STATEMENT (DECEMBER YEAR END)

In SAR million, unless otherwise stated

2008a
Cash Operating Profit after Tax 1,334
Change in Working Capital (321)
Cash Flow after Change in WC 1,013
Capex and Food-Related Inv. (1,572)
Free Cash Flow (559)

Non-operating Cash Flow 6

Cash Flow before Financing (553)
Net Financing 668
Change in Cash 114

Source: Almarai Company, EFG Hermes estimates
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DISCLOSURES

We, Nada Amin and Wafaa Baddour, hereby certify that the views expressed in this document accurately reflect our personal views about the securities and
companies that are the subject of this report. We also certify that neither we nor our spouses or dependants (if relevant) hold a beneficial interest in the securities
that are traded in the Tadawul stock exchange. EFG Hermes Holding SAE hereby certifies that neither it nor any of its subsidiaries owns any of the securities that
are the subject of this report.

Funds managed by EFG Hermes Holding SAE and its subsidiaries (together and separately, "EFG Hermes") for third parties may own the securities that are the
subject of this report. EFG Hermes may own shares in one or more of the aforementioned funds or in funds managed by third parties. The authors of this report
may own shares in funds open to the public that invest in the securities mentioned in this report as part of a diversified portfolio over which they have no
discretion. The Investment Banking division of EFG Hermes may be in the process of soliciting or executing fee earning mandates for companies that are either the
subject of this report or are mentioned in this report.

DISCLAIMER
This Research has been sent to you as a client of one of the entities in the EFG Hermes group. This Research must not be considered as advice nor be acted upon by
you unless you have considered it in conjunction with additional advice from an EFG Hermes entity with which you have a client agreement.

Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate on a fundamental analysis of the
company's future prospects, after having taken perceived risk into consideration. We have conducted extensive research to arrive at our investment
recommendations and fair value estimates for the company or companies mentioned in this report. Although the information in this report has been obtained from
sources that EFG Hermes believes to be reliable, we have not independently verified such information and it may not be accurate or complete. EFG Hermes does
not represent or warrant, either expressly or implied, the accuracy or completeness of the information or opinions contained within this report and no liability
whatsoever is accepted by EFG Hermes or any other person for any loss howsoever arising, directly or indirectly, from any use of such information or opinions or
otherwise arising in connection therewith. Readers should understand that financial projections, fair value estimates and statements regarding future prospects may
not be realized. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice. This research
report is prepared for general circulation to the clients of EFG Hermes and is intended for general information purposes only. It is not intended as an offer or
solicitation or advice with respect to the purchase or sale of any security. It is not tailored to the specific investment objectives, financial situation or needs of any
specific person that may receive this report. We strongly advise potential investors to seek financial guidance when determining whether an investment is
appropriate to their needs.



GUIDE TO ANALYSIS
EFG Hermes investment research is based on fundamental analysis of companies and stocks, the sectors that they are exposed to, as well as the country and
regional economic environment.

Effective 16 December 2009, EFG Hermes changed its investment rating approach to a three-tier, long-term rating approach, taking total return potential together
with any applicable dividend yield into consideration.

In special situations, EFG Hermes may assign a rating for a stock that is different from the one indicated by the 12-month expected return relative to the
corresponding fair value.

For the 12-month long-term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms:

Rating Potential Upside (Downside) %
Buy Above 15%

Neutral (10%) and 15%

Sell Below (10%)

EFG Hermes policy is to update research reports when appropriate based on material changes in a company’s financial performance, the sector outlook, the general
economic outlook, or any other changes which could impact the analyst’s outlook or rating for the company. Share price volatility may cause a stock to move
outside of the longer-term rating range to which the original rating was applied. In such cases, the analyst will not necessarily need to adjust the rating for the stock
immediately. However, if a stock has been outside of its longer-term investment rating range consistently for 30 days or more, the analyst will be encouraged to
review the rating.

COPYRIGHT AND CONFIDENTIALITY
No part of this document may be reproduced without the written permission of EFG Hermes. The information within this research report must not be disclosed to
any other person if and until EFG Hermes has made the information publicly available.

CONTACTS AND STATEMENTS
Background research prepared by EFG Hermes Holding SAE. Report prepared by EFG Hermes Holding SAE (main office), Building No. B129, Phase 3, Smart Village,
KM 28, Cairo-Alexandria Desert Road, P.O. Box 220, 12577 Egypt, Tel +20 2 35 35 6140 | Fax +20 2 35 37 0939 which has an issued capital of EGP 1,939,320,000.

Reviewed and approved by EFG Hermes KSA (closed Joint Stock Company) which is commercially registered in Riyadh with Commercial Registration number
1010226534, and EFG Hermes UAE Limited, which is regulated by the DFSA and has its address at Level 6, The Gate, DIFC, Dubai, UAE. The information in this
document is directed only at institutional investors. If you are not an institutional investor you must not act on it.
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