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Q1 Q4 Qi ARC

2017 2018 2018 YOY QoQ '~ Comments

(SAR mn)

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

Gross profit 926 1,165 1,412 52.6% 21.2% 1,158

efficiencies and lower power costs at its Aluminium segment.
34.2% 36.2% 39.6%

Gross margin 33.3%

Lower-than-expected SG&A expenses further led to beat at the

62.3% .
operating level.

Operating profit 722 347 1,172 237.4% 865

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.

Higher operating profit along with lower financial charges
304 pushed Q1 net profit above our estimate (SAR304mn) and
consensus (SAR350mn)
Net margin 10% -3% 18% 9%

Net profit 276 (105) 638 131.5% NM

Beat our estimate, mostly due to higher-than-expected production

Source: Company data, Al Rajhi Capital
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(SARmn) 2017 2018e 2019e
Revenue 12,086 16,448 18,701
Y-0-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-0-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

AL a5 AS ) e slen el

Al g5 8 gl AV i gy Sl A el o £315)



o)l granlyi &
Al Rajhi Capital

Q12017 Q22017 Q32017 Q42017 Q12018  Y-0-Y Q-0-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 314 256 313 316 370 178% 17.1% 313
WAS 286 299 307 233 229 -199% -17% 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
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Gold (‘000 ounce) 70 69 79 115 118  67.7% 2.6% 115

Phosphate

Ammonium phosphate fertilizer (‘000 tons) 637 733 770 667 728  143% 9.1% 720

Ammonia (‘000 tons) 467 393 490 311 354 -242% 13.8% 333
MPC 152 111 179 149 125 -17.8% -16.1% 162
WAS 315 282 311 162 229 -2713% 414% 171

Aluminium

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

Primary aluminium (‘000 tons) - external 176 NA NA 174 163 -74%  -63% 173

2Oslo7urce: Company data, Al Rajhi Capital. NA: The company did not report external sales volume for Q2 2017 and Q3
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Target Peer EVIEBITDA
Ma'aden business segments 2022 Gross margin contribution 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, Al Rajhi Capital
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Segment (SAR/sh)
Equit value of Gold + Ind base metals 11.8
Equity value of Phosphate 14.9
Equity value of Aluminum 75
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

Source: Company data, Al Rajhi Capital
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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) 149
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
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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 76

Final Target Price 476

Source: Company data, Al Rajhi Capital
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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 ofs (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
Divyield (%) 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Company data, Al Rajhi Capial
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