RSI10

Vol mn

Zain KSA

Telecom — Industrial
ZAINKSA AB: Saudi Arabia
16 April 2013

US$2.376bn

48%

Market cap Free float

10.00 21.0% over current
7.90 -4.2% over current
8.25 as at 15/4/2013

Target price
Consensus price
Current price

v

Underweight m Overweight

Flash view

US$27.96mn

Avg. daily volume

Aol gionlpi
Al Rajhi Capital

&

Research Department
Mazhar Khan,
Tel 966 12119248, khanm@alrajhi-capital.com

Flash View is an analyst’s preliminary interpretation
of a results announcement or the impact of a major

event. Our investment rating and earnings estimates

are not being changed in this report. Any formal
changes to our investment rating or earnings
estimates will be made in a subsequent report,
which may differ from the preliminary views
expressed here.

Zain KSA

decent top-line growth, while net loss still
high

Zain announced Q1 2013 results with a 5% y-o-y improvement in net loss to
SAR398mn, while operating loss surged by 22% y-o-y to SAR233mn. Revenue
numbers surprised us positively with a 17% y-o-y growth reaching SAR1. 8bn.
The company still remains a loss making entity and continues to face a high
debt burden. Although the debt restructuring activity should reduce financial

costs to a certain extent, Zain needs sustained revenue growth to become a
profitable entity. We remain Neutral on the stock.

e Revenue numbers top estimates: Zain’s top line growth of 17.1% y-o-y to

Performance SAR1.8bn (vs. ARC estimate of SAR1.6bn) for Q1 2013 positively surprised
us. On a sequential basis also, revenue rose 3.4%. According to the
—— PrceClose wAvio statement released, one of the reasons was a jump in data traffic by 176% y-
N 131 o-y and 26% g-0-q, due to the launch of 4G internet package in H2 2012.

. i(j)g e Gross and operating profit: Zain’s gross profit stood at SAR776mn during
86 the quarter (vs. ARC estimate of SAR716mn), up 10.5% y-o-y and 5% q-o-q.

" - ég On the other hand, the company’s operating loss worsened by 21.9% y-o-y

2

to SAR233mn, indicating a surge in SG&A costs from 30% of sales in Q1

B A, MV_NWWJ 2012 to 34% of sales for Q1 2013 (our initial estimate).
100 e Net profit in line: The company’s net loss came in at SAR398mn (vs. ARC
MML ™ & ' estimate of SAR 384mn) for Q1 2013, representing an improvement of 5.2%
y-0-y and 10.1% q-o0-q. This improvement was supported by a 25% decline
a2 omnz 1onz o in financial charges during the quarter to SAR171mn, on account of debt
Earnings repaid (SAR3.2bn) through a rights issue in H2 2012.
e Other key announcements:
Period End (SAR) 12/12A 12/13E 12/14E 12/15E
Revenue (mn) 6,516 7,119 8070 8,924 »  Current liabilities exceed current assets and the company is
Revenue Growth 27%  93% 134% 10.6% running on a working capital deficit.
EBITDA (mn) 960 1,096 1364 1,673 » Management is working on finalizing the refinancing of its
EBITDA Growth 6.8% 142% 244% 22.7% Murabaha and long-term loans (SAR9bn and SAR2.3bn
EPS (1.17)  (1.02) (0.88)  (0.55) respectively). The new Murabaha facility will have a longer
EPS Growth 15.0% -12.7% -14.3% -37.6% maturity period of 5 years and lower finance costs.
»  Zain achieved 1mn prepaid subscribers for its Hala package within
Source: Company data, Al Rajhi Capital a year of its launch.
Valuation e Still along way to go: Zain continues to reel under the pressure of its high
debt burden and has thus lagged its peers on capex build up. Capex has
EV/Sales (x) steeply declined by more than 40% from SAR968mn in 2010 to SAR560mn
in 2012. Further, high debt levels have resulted in a negative working
14 capital. A double digit revenue growth has been the only silver lining in this
12 quarter. We do not expect a turnaround till 2016, and this too will only be
10 possible with a sustained growth in market share and resultant top line.
8
6 Zain KSA: summary of Q1 2013 results
% chg % chg
4 (SAR mn) Q12012 Q42012 Q12013 y-o-y q-0-q ARC est
2 Revenue 1,522 1,724 1,782 17.1% 3.4% 1,560
0 EBITDA 243 203 Not disclosed na. na. 217
0110 o111 0112 0113 EBITDA margin (%) 16.0% 11.8% na. 13.9%
Operating profit (191) (262) @33)  219%  109% (188)
Source: Company data, Al Rajhi Capital Net profit (420) (443) (398) 5.2% 10.1% (384)

Disclosures Please refer to the important disclosures at the back of this report.
Powered by Enhanced Datasystems’ EFA Platform 1



RSI10

Volmn

Arabian cement Company

Cement — Industrial
ARCCO AB: Saudi Arabia
16 April 2013

US$1.189bn 81% US$3.017mn

Market cap Free float Avg. daily volume
Target price 65.00 16.6% over current
Consensus price 58.80 5.5% over current
Current price 55.75 as at 15/4/2013

v
| Underweight ” Neutral |

Flash view

Flash View is an analyst’s preliminary interpretation
of a results announcement or the impact of a major
event. Our investment rating and earnings estimates
are not being changed in this report. Any formal
changes to our investment rating or earnings
estimates will be made in a subsequent report,
which may differ from the preliminary views
expressed here.
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Earnings

Period End (SAR)  12/12A  12/13E 12/14E 12/15E

Revenue (mn) 1,371 1,289 1,338 1,371
Revenue Growth 27.1% -5.9% 3.7% 2.5%
EBITDA (mn) 676 526 521 553
EBITDA Growth 82% -222%  -0.9% 6.1%
EPS 4.80 511 5.20 557
EPS Growth -6.3% 6.6% 1.7% 7.2%

Source: Company data, Al Rajhi Capital

Valuation

PIE (x)

01/10 01/11 01/12 01/13
Source: Company data, Al Rajhi Capital
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Arabian Cement
Higher other income boosted profits

Arabian Cement posted a mixed set of numbers for the first quarter of 2013.
Though revenues during the quarter declined due to lower sales volumes, net
profit grew 7.7% y-o-y, on the back of higher other income and lower operating
expenses. The company is set to perform better this year on account of an
agreement with Northern Cement on a swap deal of 700,000 tons of clinker.
For the moment, we maintain our Overweight rating on the stock.

e Revenues not yet reported: Arabian Cement has not yet reported its Q1
2013 revenues. However, as per the announcement, sales have declined on a
y-0-y basis. We had estimated revenue to be SAR355mn, flat from the Q1’12
last year. Arabian Cement produced and sold 1.12mn tons of cement during
the quarter, down 4.1% and 3.5% y-o-y, respectively. We believe the average
selling price might have also fallen due to a cap in prices at SAR240 per ton.

e Gross and operating profit: Arabian’s gross profit stood at SAR168.2mn
(vs. ARC estimate of SAR138mn) during the quarter, down 3.6% y-o-y.
However, operating profit grew 3.9% y-o-y to SAR157.6mn, on the back of
lower operating expenses.

e Net profit: Arabian Cement’s net profit for the quarter came in at
SAR157.3mn (vs. ARC estimate of SAR120.3mn), up 7.7% y-o-y. The rise in
the bottom line was supported by higher other income and lower operating
expenses.

e Conclusion: During the quarter Arabian Cement entered into an
agreement with Northern Cement to provide the latter’s Jordan unit with
700,000 tons of clinker, from its subsidiary Qatrana Cement. In return
Northern Cement will provide an equal amount of clinker at Arabian’s Saudi
unit. We believe the deal will lead to a better performance from the
company this year, though we have concerns on a fall in the company’s
overall margins due to this deal. For the moment, we maintain our
Overweight rating on Arabian Cement. We will revisit our estimates, after
the detailed financial results are released.

Arabian Cement: summary of Q1 2013 results
% chg % chg

(SAR mn) Q12012 Q42012 Q12013 y-0-y q-0-q ARC est
Revenue 355 308 Not disclosed na. na. 355
EBITDA 213 152 Not disclosed na. na. 148
EBITDA margin (%) 59.9% 49.3% na. 41.7%
Operating profit 152 7 158 3.9% 104.7% 120
Net profit 146 79 157 7.6% 100.2% 138

Source: Company data, Al Rajhi Capital

Disclosures Please refer to the important disclosures at the back of this report.
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Existing rating
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= BT oo Al-Hassan G.l. Shaker Co
Impressive Q1 results

Flash view Shaker announced its preliminary results today, achieving impressive top and

Flash View is an analyst’s preliminary interpretation bottom line growth. Sales and net profit came in higher than our estimates as
of a results announcement or the impact of a major they grew by 22% and 24% respectively. We strongly believe Shaker benefited
event. Our investment rating and earnings estimates from the robust boom in the construction and housing markets. We await full
are not being changed in this report. Any formal . . . g : .
changes to our investment rating or earnings financial results before changing our estimates. For the moment, we remain
estimates will be made in a subsequent report, overweight on Shaker with a target price of SAR83.5.

which may differ from the preliminary views

expressed here.
Earnings vs. our forecast Above
T

Performance

In Line Below

Likely impact:

—Price Close MAV10

Earnings estimates No Change

Dividend estimates Up No Change

Recommendation Upgrade No Change Downgrade

o ) o e Long term view Stronger Confirmed Weaker
30 TSN AN A A
800 e Revenues: Shaker’s Q1 revenues grew impressively by 21% y-o-y. This was
]IL hu] Jil ) ool J\LI i IJL L |l| I IIJL il mi.ll lll]\hli‘ I\Llli‘l il hlgher t'han our eStil:nates by 8%. As per the Company,s announcement’ thls
o A 07‘/12 e 0*/ o o113 S was mainly due to higher volumes.
Earnings e  Gross profits: Gross profits for Q1 grew by 29.4% y-y to reach SAR147.6mn
(higher than our estimates by 12%). Gross margin improved substantially
Period End (SAR) 12112A 12M3E 12M4E 12/15E reaching 32.2% compared to 30% in Q1 2012.
Revenue (mn) 1,737 1,981 2,122 2,262
Revenue Growth 109% 14.0% 71%  6.6% e Net profit: Shaker has reported Net profits of SAR5omn for Q1 2013 .This
EBITDA (mn) 283 314 358 393 was 10% higher than our estimates, and 24% higher than the same Quarter
EBITDA Growth 182% 10.9% 141%  97% of the last year. This can be attributed to the strong growth in sales and
EPS 5.75 6.72 7.75 8.48 substantial improvements in margins.
EPS Growth 1.7% 16.9% 153%  9.4%
Source: Company data, Al Rajhi Capital e Conclusion: Shaker’s Q1 results were impressive. The company exceeded
. all our profit lines estimates, confirming our long term view on the
Valuation company. For now, we remain overweight on Shaker with a target price of
PIE (x) SARB83.5 per share.
18.0
16.0 Figure 1 Shaker: summary of Q1 results
14.0 (SAR mn) Q12012A° Q42012A Q12013A % chg y-o-y % chg g-0q ARC est
12.0 Revenues 3759 3152 4583 22% 45% 4253
10.0 Gross profit 114.1 826 147.6 29% 79% 132.1
8.0 Gross margin% 30% 26% 32% 23% 31%
6.0
4.0 EBIT 518 119 742 43% 525% 59.8
20 EBIT margin% 14% 4% 16% 330% 14%
0.0
01/10 01/11 01/12 01/13 Net Profit 400 6.2 498 25% 698% 453
Source: Company data, Al Rajhi Capital Source: Company data, Al Rajhi Capital

Disclosures Please refer to the important disclosures at the back of this report.
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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 15% 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 5% below the current share price and 15% above the current share price
on a 6-9 month time horizon.

"Underweight": Our target price is more than 5% 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

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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