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Rating : HOLD 

3Q22 Net Profit lower than our estimate  
Almarai’s (ALMARAI/ the Company) net profit rose 13.2% YOY to 
SAR 463 Mn in 3Q22, lower than our estimate of SAR 506 Mn. The 
increase is mainly due to strong growth in top line of the Poultry 
and Bakery Segment and the positive effect from review of man-
agement's estimate of current zakat provisions partially offset by 
rise in input cost and one-off impairment loss recorded investment 
in an associate investment. 
 
P&L highlights 
Sales increased 21.0% YOY to SAR 4,769 Mn in 3Q22 driven 
by growth in revenue across all the business segments particularly, 
Poultry and Bakery Segment. The Company witnessed high-
er revenue growth across all categories due to improvement in 
trading condition post pandemic, lifting of restrictions, reopening of 
schools and resumption of tourism. The Poultry segment reported 
the highest revenue growth among all the segments and 
grew 43.2% YOY to SAR 776 Mn in 3Q22 driven by volume growth 
in the Food Service segment and capacity expansion. Revenue from 
Bakery segment rose 31.8% YOY to SAR 616 Mn in 3Q22 mainly 
supported by reopening of schools. Dairy & Juice segment revenue 
grew 15.4% YOY to SAR 3,139 Mn in 3Q22 due to resumption of 
trading activities and tourism. However, the Cost of sales rose at a 
higher rate as compared to sales due to higher feed expenses, led 
by an increase in corn, soya, and dairy commodities prices and 
high transportation and packaging costs. Resultantly, the gross 
profit rose 16.7% YOY to SAR 1,489 Mn in 3Q22 with a gross mar-
gin (GPM) of 31.2% in 3Q22 compared to 32.4% in 3Q21. The de-
cline in gross margin is led by an increase in commodity costs. Sell-
ing & Distribution expenses increased 10.1% YOY to SAR 806 Mn in 
3Q22 due to strong controlled measures. Thus, the operating profit 
grew 25.5% YOY to SAR 683 Mn, but the operating profit margin 
fell to 14.3% in 3Q22 from 13.8% in 3Q21. Other expense in-
creased significantly from SAR 20 Mn in 3Q21 to SAR 100 Mn in 
3Q22 due to one-off loss impairment loss from investment in asso-
ciate. Finance cost increased 31.2% YOY to SAR 111 Mn in 3Q22 
due to rise in benchmark interest rates. Furthermore, impairment 
expenses declined to SAR 4 Mn in 3Q22 compared to SAR 6 Mn in 
3Q21. Almarai recorded a reversal in zakat expense of SAR 7 Mn in 
3Q22 as compared to an expense of SAR 23 Mn in 3Q21. 
 
Balance Sheet highlights 
Working capital as a percentage of total revenue on TTM basis 
stood at 20% amounted to SAR 3,637 Mn in 3Q22 compared to 
SAR 2,609 Mn in 2021 due to an increase in inventory of key com-
modities, higher trade receivables, prepayment and other receiva-
bles somewhat offset by higher trade payables. Free cash flow in-
creased 11.9% YOY to SAR 931 Mn in 3Q22 due to stable business 
performance. Net debt decreased to SAR 9.5 Bn in 3Q22 from 10.3 
Bn in the 2Q22 with a net debt to EBITDA ratio of 2.6x in 3Q22. 
 
Target price and rating 
We revise our rating on Almarai from ACCUMULATE to HOLD with a 
target price of SAR 56.0. The stock moved up 7.1% since our last 
rating (19 July 2022) as compared to TASI negative return of 2.2% 
during the same period. The Company maintained its leadership 
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position in all categories under operation. Almarai reported double digit growth in topline across all oper-
ating countries, except Bahrain. KSA accounts for 65% of total revenue, followed by other GCC countries 
at 20%, and the remaining from other countries. The Company healthy revenue growth across its seg-
ments due to the healthy economic growth prospects, the reopening of educational institutions, rise in 
tourism activities, and capacity expansion, positively impacted Almarai’s profitability. Poultry segment is 
expected to benefit from increase in capacity which will aid the volume growth in 2022. Over the next 
five years, the Company is planning to reduce its Capex spending and maintain a positive free cash 
flow.  Furthermore, Almarai is planning to expand its product offerings by entering into the Seafood cate-
gory to offer its consumers seafood of consistently high quality with a capex of SAR 252 Mn. However, 
surging input cost pressure and commodities price inflation remains a risk that the Company will continue 
to manage through improved hedging measures. Considering all these factors, we assign a HOLD rating 
on the stock. 

Almarai Company -3Q22 

Almarai  - Relative valuation           

(at CMP) 2018 2019 2020 2021 2022F 

PE(X) 26.9 29.9 27.3 34.6 27.1 

PB(X) 3.9 3.7 3.4 3.4 3.4 

EV/EBITDA 14.0 13.9 14.2 14.8 13.1 

Dividend yield 1.6% 1.6% 1.8% 1.8% 1.8% 

FABS Estimates & Co Data      

Almarai - P&L                  

SAR mm 3Q21 2Q22 3Q22A 3Q22F Var YOY Ch QOQ Ch 2021 2022F Ch 

Sales 3,942 4,610 4,769 4,422 7.9% 21.0% 3.4% 15,850 18,097 14.2% 

Cost of Sales -2,666 -3,141 -3,280 -3,007 9.1% 23.0% 4.4% -10,790 -12,421 15.1% 

Gross profit 1,276 1,469 1,489 1,415 5.2% 16.7% 1.3% 5,059 5,676 12.2% 

Selling & overhead exp -732 -777 -806 -761 5.9% 10.1% 3.7% -2,947 -3,038 3.1% 

Operating profit 544 692 683 654 4.4% 25.5% -1.4% 2,112 2,638 24.9% 

Inv & other income -20 -33 -100 -19 430.2% 404.7% 202.7% -87 -95 9.3% 

Financial costs (net) -85 -97 -111 -90 23.1% 31.2% 14.5% -346 -370 6.9% 

Impairment -6 -13 -4 -9 -52.8% -34.6% -67.4% -12 -42 255.0% 

Profit before zakat 433 550 468 537 -12.8% 8.0% -14.9% 1,668 2,132 27.8% 

Zakat -23 -24 7 -26 -126.5% -130.2% -128.5% -88 -114 29.4% 

Profit before NCI 411 526 475 511 -7.0% 15.6% -9.7% 1,579 2,017 27.7% 

Non-controlling int -2 -6 -12 -5 129.4% 565.6% 95.4% -16 -19 18.0% 

Net Profit 409 520 463 506 -8.4% 13.2% -10.9% 1,564 1,999 27.8% 

FABS Estimates & Co Data          

Almarai - Margins                

 3Q21 2Q22 3Q22A YOY Ch QOQ Ch 2021 2022F Change 

Gross profit 32.4% 31.9% 31.2% -115 -66 31.9% 31.4% -56 

EBITDA  27.2% 26.7% 26.0% -121 -74 27.0% 26.8% -22 

Operating Profit  13.8% 15.0% 14.3% 52 -70 13.3% 14.6% 125 

Net Profit 10.4% 11.3% 9.7% -67 -156 9.9% 11.0% 118 

FABS estimate & Co Data 
     

   



 

10/18/2022  3 

DISCLAIMER 

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-

modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-

change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-

vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-

tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-

nancial instrument.  The information, opinions and material in this report have been obtained and derived from 

publicly available information and other sources considered reliable without being independently verified for 

their accuracy or completeness.  FABS gives no representation or warranty, express or implied, as to the accu-

racy and completeness of information and opinions expressed in this report.  Opinions expressed are current 

as of the original publication date appearing on the report only and the information, including the opinions 

contained herein, are subject to change without notice.  FABS is under no obligation to update this report. The 

investments referred to in this report might not be suitable for all recipients.  Recipients should not base their 

investment decisions on this report and should make their own investigations, and obtain independent advice, 

as appropriate.  Any loss or other consequences arising from the uses of material contained in this report shall 

be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-

sequence.  The value of any investment could fall as well as rise and the investor may receive less than the 

original amount invested. Some investments mentioned in this report might not be liquid investments, which 

could be difficult to realise in cash.  Some investments discussed in this report could be characterised by high 

level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material 

contained in this report.  No part of this report may be reproduced, utilised or modified in any form either in 

whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including 

photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.  

While utmost care has been taken to ensure that the information provided is accurate and correct, neither 

FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the 

recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/

restrictions. 

FAB Securities Contacts: 

Research Rating Methodology: 

Rating Upside/Downside potential 
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