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Earnings 

(SARmn) 2017 2018e 2019e

Revenue 12,086     16,448       18,701       

Y-o-Y 27.7% 36.1% 13.7%

Gross profit 3,932        5,840         6,562         

Gross margin 32.5% 35.5% 35.1%

Net profit 715           1,997         1,834         

Y-o-Y NM 179.4% -8.2%

Net margin 5.9% 12.1% 9.8%

EPS (SAR) 0.61          1.71            1.57            

EBITDA 5,248        8,055         8,336         

EV/EBITDA 21.0x 14.1x 13.6x  
Source: Company data, Al Rajhi Capital 
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Saudi Arabian Mining Co (Maaden AB 
Equity) 
Continuing steady performance  
Q1 2018 revenue was broadly in line with our expectation.  Earnings came in 

above our and consensus estimates, largely due to lower-than-expected rise in 

power costs at Aluminium segment, excess alumina sales volume and lower 

financing expenses on restructuring activities. Though production at its plants 

in trial production (MWSPC and MRC) is ramping up, the combined financial 

position indicates they could still be in losses (Figure 5). Post Q1 earnings, we 

revise our estimates, mainly on account of improved prices of Aluminium, 

higher external alumina sales volume and better operating efficiencies. 

Consequently, we have revised our target price to SAR47.6/sh. from prev. 

SAR43.5/sh (core valuation of SAR40/sh based on equal mix of DCF and 

relative valuations - EV/EBITDA of 13.9x by 2022  + estimated value of 

SAR7.6/sh. for P3 and Mansourah / Massarah Gold mines) but keep our rating 

unchanged (Underweight). 

Additional details: Ma’aden reported Q1 revenue at SAR3,564mn, broadly in 

line with our estimate of SAR3,473mn (consensus: SAR3,432mn). Sales volume 

for gold, phosphate and Aluminium were largely in line with our estimates. 

However, WAS ammonia sales volume came in higher than our expectation as 

the company consumed lower ammonia internally than our expectation, which 

was partially offset by lower-than-expected sales volume at MPC. Additionally, 

the company sold 63k tons of excess Alumina during the quarter, recording the 

first such instance in last four quarters. Further, better production efficiencies 

led by lower than expected power costs at Aluminium segment, and lower SG&A 

expenses led to beat at the operating level. In addition, financial charges 

declined ~31% q-o-q to SAR343mn (below our estimate of SAR502mn), likely on 

account of debt restructuring activities during the quarter. Consequently, net 

profit jumped to SAR638mn, significantly higher than our estimate of 

SAR304mn (consensus of SAR350mn). 

   Figure 1  Ma’aden Q1 2018 results  

(SAR mn)
 Q1 

2017 

 Q4 

2018 

 Q1 

2018 
Y-o-Y Q-o-Q

 ARC 

est 
 Comments 

Revenue 2,708 3,222 3,564 31.6% 10.6% 3,473 Largely in-line with our estimate.

Gross profit 926 1,165 1,412 52.6% 21.2% 1,158
Beat our estimate, mostly due to  higher-than-expected production 

efficiencies and lower power costs at its Aluminium segment.

Gross margin 34.2% 36.2% 39.6% 33.3%

Operating profit 722 347 1,172 62.3% 237.4% 865
Lower-than-expected SG&A expenses further led to beat at the 

operating level.

Operating margin 27% 11% 33% 25%

Net financial costs (341) (496) (343) 0.7% -30.9% (502) Declined sequentially on account of restructuring of its debt.

Net profit 276 (105) 638 131.5% NM 304

Higher operating profit along with lower financial charges 

pushed Q1 net profit above our estimate (SAR304mn) and 

consensus (SAR350mn)

Net margin 10% -3% 18% 9%  
   Source: Company data, Al Rajhi Capital 
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While Q1 EBITDA was SAR1.9bn, the operating cash flow was only SAR0.5bn because of 

receivables. During the quarter, total receivables jumped to SAR2.4bn (~21% q-o-q rise) from 

SAR2.0bn reported in Q4 2017 with receivables days outstanding crossing over 2 months. 

This is because we believe that products are sold through JVs (SABIC, The Mosaic Co., and 

Alcoa). Thus, the company has to manage this working capital difference by borrowing, which 

could be further adding to debt costs.  

   Figure 2  Ma’aden: Production volume summary of Q1 2018  

Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018 Y-o-Y Q-o-Q ARC est

Gold ('000 ounce) 71 70 78 114 118 66.2% 3.5% 115

Phosphate

Ammonium phosphate fertilizer ('000 tons) 721 668 744 726 753 4.4% 3.7% 720

Ammonia ('000 tons) 600 555 620 549 599 -0.2% 9.1% 602

MPC 314 256 313 316 370 17.8% 17.1% 313

WAS 286 299 307 233 229 -19.9% -1.7% 289

Aluminium

Alumina ('000 tons) 369 349 363 374 389 5.4% 4.0% 378

Primary aluminium ('000 tons) 228 219 240 229 233 2.2% 1.7% 231  
   Source: Company data, Al Rajhi Capital 

 

   Figure 3  Ma’aden: Sales volume summary of Q1 2018  

Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018 Y-o-Y Q-o-Q ARC est

Gold ('000 ounce) 70 69 79 115 118 67.7% 2.6% 115

Phosphate

Ammonium phosphate fertilizer ('000 tons) 637 733 770 667 728 14.3% 9.1% 720

Ammonia ('000 tons) 467 393 490 311 354 -24.2% 13.8% 333

MPC 152 111 179 149 125 -17.8% -16.1% 162

WAS 315 282 311 162 229 -27.3% 41.4% 171

Aluminium

Alumina ('000 tons) 30 0 0 0 63 110.0% NA 0

Primary aluminium ('000 tons) - external 176 NA NA 174 163 -7.4% -6.3% 173  
   Source: Company data, Al Rajhi Capital. NA: The company did not report external sales volume for Q2 2017 and Q3 2017. 

Losses continue for plants in trial production. As per our calculations shown below, the 

two assets which are in trial production (MRC and MWSPC) are still in losses in Q1. When 

companies report assets as CWIP, costs accrue to the book while revenue offset the assets. 

Hence, if CWIP increases without any capex, it means the company is making losses (after 

adjusting for transfers to assets) .In this case the combined loss from MRC and MWSPC is 

SAR161mn.  

   Figure 4   Probable profit/(loss) of two WIP assets     Figure 5   Total derived loss from WIP assets (SAR 'mn)   

As of Q1 2018

MWSPC 

MWSPC DAP Capacity ('000 MT) 3,000

Utilization 80.0%

Production volume ('000 MT) 2,400

Sales to Production % 100.0%

Sales volume ('000 MT) 2,400

Average DAP price in Q1 (US$/t) 393

Revenue (SAR 'mn) 3,537

Average Phosphate net margin 13.0%

MWSPC probable net profit (SAR 'mn) 460

MRC

Total derived loss based on Figure 5 (SAR 'mn) (161)

Implied net loss at MRC (SAR 'mn) (621)  

As of Q1 2018

Capital work-in-progress 26,032                                          

Opening balance 26,409                                          

Additions to capital work-in-progress 191                                                

Transfer to mine properties (85)                                                 

Transfer to property, plant and equipment (644)                                               

Transfer to intangible assets -                                                 

Derived losses / (gains) from trial projects 161                                                

Closing balance 26,032                                           

   Source: Company data, Al Rajhi Capital    Source: Company data, Al Rajhi Capital 

 

If we are to assume utilization rate of 80% for MWSPC, the profit expected from MWSPC is 

SAR460mn (Figure 4). Thus one could arrive at SAR621mn losses for MRC as the combined 

losses are SAR161mn. 
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Commodity prices remain mixed in Q2 so far; trading near their multi-year high. While 

average DAP (+1.1% q-o-q) and gold (-0.7%) prices remain broadly unchanged so far in Q2, 

Ammonia prices are down by ~19% q-o-q in Q2. On the contrary, average Aluminium prices 

(~+5.8% q-o-q in Q2), which jumped ~15% in the past one year, have witnessed significant 

volatility in Q2, largely due to uncertainty over the trade war between the US and China and 

the US sanction on Russian giant, Rusal. For 2018, we expect Aluminium prices to remain 

volatile, although with a positive bias driven by healthy demand (4-5% growth). As prices of 

most of the commodities are currently trading significantly high, it is difficult to say if prices 

have already peaked, however, it would be worth noting that most prices are near their multi-

year highs and we are unlikely to see a considerable rise in prices in the near-term. 

 

Valuation and Risks. We believe the stock remains overvalued with a TTM EV/EBITDA of 

17.3x. We believe the reasons the stock commands a premium to the fair value are: 

 The support  (regulatory support as well as funding) from the government. 

 Significant untapped potential of mineral resources with no competition. Partnership is 

being formed with top industry players such as Alcoa and SABIC. The company has its 

costs in the lowest quartile, when compared to global firms . 

 Future possible announcements of new plants. 

As a result of all these, the risk perception of this stock is minimal, explained by the low beta 

relative to mining stocks. We base terminal valuation on a EV/EBITDA multiple in the 

terminal phase and not a terminal growth rate. This implies that the company can manage to 

continually grow at current growth rates and is not being restricted to terminal growth rate of 

2% or 3% and thereby should account for the possible premium pertaining to the three above 

mentioned factors. 

Post robust Q1 2018 results, we revise our forward looking estimates upward, largely on 

account of improved production & operating efficiencies, lower financing expenses amid debt 

restructuring activities and latest prices for Phosphate and Aluminium. Moreover, the 

commercialization of WAS phosphate plant and Aluminium rolling mill are expected in end 

of 2018. We believe that the company’s near-term performance will depend on further 

ramping up production, driven by WAS phosphate plant, aluminium rolling mill (Q4 2018), 

improvement in commodity prices and better efficiencies. Consequently, we revise our fair 

value (existing businesses) to SAR40.0/share (from SAR36/sh.) based on equal mix of DCF 

and relative valuation. As for relative valuation, we apply an exit valuation multiple of 

EV/EBITDA 13.9x (to 2022 estimated EBITDA), which we arrive by using weighted average 

of EV/EBITDA of peers (weights based on business segment weights). We apply an 

adjustment factor of 1.5x (unchanged) to the average peer EV/EBITDA multiple to account 

for the difference in taxes & lower WACC of Ma’aden compared to its peers. We estimate the 

terminal value based on average multiple of peers at terminal period which implies that the 

company will be able to mine at the current rate even beyond terminal year. 

We also add the estimated values of future projects at SAR7.6/share. Based on Market cap/ 

annual production, the third Phosphate project could add around SAR3.2/share to the share 

price. New projects related to Gold mining such as Mansourah / Massarah mine that are 

under feasibility stage, may add up to ~SAR4.4/share using the same metric.  

Thus we revise our target price upwards to SAR47.6/share (SAR40.0/share + SAR7.6/share 

for future projects). At our target price of SAR47.6/share, the stock is currently trading at an 

EV/EBITDA of 12.9x and 12.4x on our 2018E and 2019E EBITDA, respectively. 
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   Figure 6  Relative valuation methodology  

Ma'aden business segments 2022 Gross margin contribution

Target Peer EV/EBITDA 

multiple

Gold 11% 9.4x

Phosphate 48% 11.0x

Aluminum 41% 7.2x

Relevant peer EV/EBITDA multiple (x) 9.3x

Adjustment factor for lower WACC, debt and Tax 1.5x

Fair EV/EBITDA EV/EBITDA multiple 13.9x  
   Source: Company data, Bloomberg, Al Rajhi Capita 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

   Figure 7   DCF - Sum of the parts valuation for core business     Figure 8   Valuation methodology for new projects  

Segment (SAR/sh)

Equit value of Gold + Ind base metals 11.8

Equity value of Phosphate 14.9

Equity value of Aluminum 7.5

Others -0.2

Group level cash 5.2

Value of associates and non-core assets 0.9

Fair value per share - Core operations 40.1  

Valuation for new projects

Gold

Fair value of existing mines per share (SAR) 11.8

Total mineral reserves for mines under ops (mt) 183,210

Mansourah / Massarah mineral reserves (mt) 90,500

Fair value of new gold mines per share (SAR) 5.9

Uncertainty discount 25%

Implied value of new gold mines per share (SAR) 4.4

Phosphate

Fair value of existing operations per share (SAR) 14.9

Current Phosphate consentrate capacity ('000 tonnes) 10,320

P3 capacity ('000 tonnes) 3,000

Fair value of P3 per share (SAR) 4.3

Uncertainty discount 25%

Implied value of P3 per share (SAR) 3.2  
   Source: Company data, Al Rajhi Capital    Source: Company data, Al Rajhi Capital 

 

   Figure 9  Summary of Valuation   

Valuation Summary (SAR/sh)

Core operations

Sum of the parts (DCF) 40.1

Group DCF 40.0

Relative valuation 40.0

Average fair value per share - Core 40.0

Estimated values of future projects 7.6

Final Target Price 47.6
 

   Source: Company data, Al Rajhi Capital 

 

Key risks to estimates are related to commodity price volatility, change in production 

schedule, movement in SAIBOR and key input prices (such as revision in fuel, electricity 

prices etc.). 
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Income statement (SARmn) 12/16A 12/17A 12/18E 12/19E 12/20E

Revenue 9,464 12,086 16,448 18,701 18,892

Cost of Goods Sold (7,443) (8,154) (10,608) (12,140) (12,370)

Gross Profit 2,021 3,932 5,840 6,562 6,522

SG&A Costs (735) (913) (1,069) (1,216) (1,228)

Other expenses (673) (585) (150) (161) (162)

EBITDA 3,426 5,248 8,055 8,336 8,224

D&A (2,813) (2,813) (3,433) (3,151) (3,092)

Operating profit 613 2,435 4,621 5,185 5,132

Finance cost (890) (1,616) (2,228) (3,014) (2,841)

Other expenses (net) 189 114 216 236 246

Profit before tax (89) 933 2,610 2,407 2,537

Tax (59) (149) (251) (241) (254)

Minority interest 137                      (70)                       (362)                     (332)                     (350)                     

Net profit (11) 715 1,997 1,834 1,933  

Per share data 12/16A 12/17A 12/18E 12/19E 12/20E

Adjusted shares o/s (mn) 1,168                   1,168                   1,168                   1,168                   1,168                   

EPS (0.01) 0.61 1.71 1.57 1.65

DPS 0.00 0.00 0.00 0.00 0.00

CFO per share 1.83 2.58 4.01 3.71 4.42  

Growth 12/16A 12/17A 12/18E 12/19E 12/20E

Revenue growth -13.6% 27.7% 36.1% 13.7% 1.0%

EBITDA growth 162.3% 53.2% 53.5% 3.5% -1.3%

Operating profit growth -53.0% 297.5% 89.8% 12.2% -1.0%

Net profit growth NM NM 179.4% -8.2% 5.4%

EPS growth NM NM 179.4% -8.2% 5.4%  

Margins 12/16A 12/17A 12/18E 12/19E 12/20E

Gross profit margin 21.4% 32.5% 35.5% 35.1% 34.5%

EBITDA margin 36.2% 43.4% 49.0% 44.6% 43.5%

Operating margin 6.5% 20.1% 28.1% 27.7% 27.2%

Pretax profit margin -0.9% 7.7% 15.9% 12.9% 13.4%

Net profit margin -0.1% 5.9% 12.1% 9.8% 10.2%  

Other Ratios 12/16A 12/17A 12/18E 12/19E 12/20E

ROCE 0.7% 2.7% 5.1% 5.8% 5.7%

ROA 0.0% 0.8% 2.1% 1.9% 2.1%

ROE 0.0% 2.1% 5.6% 4.8% 4.8%

Effective Tax Rate -65.5% 15.9% 9.6% 10.0% 10.0%

Capex / Sales 85.2% 24.3% 8.7% 4.6% 4.1%

Dividend Payout Ratio 0.0% 0.0% 0.0% 0.0% 0.0%  

Valuation measure 12/16A 12/17A 12/18E 12/19E 12/20E

P/E (x) NM 84.8x 32.8x 35.7x 33.9x

P/CF (x) 21.3x 20.1x 14.0x 15.1x 12.7x

P/B (x) 1.4x 1.8x 1.8x 1.7x 1.6x

EV/Sales (x) 10.8x 9.1x 6.9x 6.1x 6.0x

EV/EBITDA (x) 29.9x 21.0x 14.1x 13.6x 13.8x

EV/EBIT (x) 167.3x 45.2x 24.6x 21.9x 22.1x

Div yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%  

Source: Company data, Al Rajhi Capital 
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IMPORTANT DISCLOSURES FOR U.S. PERSONS 

This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia.  Al 
Rajhi is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research 
reports and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in 
reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the 
“Exchange Act”).  

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through Rosenblatt Securities Inc, 40 Wall Street 59th Floor, New York 
NY 10005, a registered broker dealer in the United States.  Under no circumstances should any recipient of this research report effect any 
transaction to buy or sell securities or related financial instruments through Al Rajhi. Rosenblatt Securities Inc. accepts responsibility for the 
contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. 
institutional investor. 

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to 
applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a 
research analyst account. 

Ownership and Material Conflicts of Interest 

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,’ as determined in accordance with Section 13(d) of the Exchange Act, 
1% or more of any of the equity securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, 
directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal or agent 
of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any material conflict of interest as of the date of this 
publication. 

Compensation and Investment Banking Activities  

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past 
12 months, nor received compensation for investment banking services from the subject company in the past 12 months, neither does it or 
any affiliate expect to receive, or intends to seek compensation for investment banking services from the subject company in the next 3 
months. 

Additional Disclosures 

This research report is for distribution only under such circumstances as may be permitted by applicable law.  This research report has no 
regard to the specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single 
recipient.  This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports or 
developments referred to in this research report.  Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any 
liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research 
report’s preparation or publication, or any losses or damages which may arise from the use of this research report. 

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, 
or affiliates of Al Rajhi. 

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain 
risks.  The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange 
Commission.  Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be 
subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States. 

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in 
a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or 
income from such securities or related financial instruments.   

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al 
Rajhi with respect to future performance.  Income from investments may fluctuate.  The price or value of the investments to which this 
research report relates, either directly or indirectly, may fall or rise against the interest of investors.  Any recommendation or opinion 
contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the 
securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used 
herein.   

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent 
of Al Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in this respect. 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, wi thout 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. 
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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. 

 

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 12 
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 12 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 12 
month time horizon. 
 
"Target price": We estimate target 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. 
 
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. 
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