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Agthia Group

Consolidation of 4 acquisitions boosted the profitability

3Q21 Net profit higher than our estimate

Agthia Group reported a strong increase in the Net profit to
AED35 Mn in 3Q21, up from a Net loss of AED32 Mn in 3Q20,
beating our estimate of AED29 Mn by 20.5%. This was mainly
due to a significant increase in Revenue mainly due top pro-
gressed in the smooth integration of 4 consolidated entities, in
addition to higher Agri revenues on tactical price increase imple-
mentation in response to spike in grain costs.

P&L highlights

Revenue significantly increased by 61.6% YOY to AED795 Mn in
3Q21, up from AED492 Mn in 3Q20. Similarly, the Cost of Reve-
nue increased by 64.2% YOY to AED561 Mn in 3Q21, as com-
pared to AED342 Mn in 3Q20. Therefore, the Gross profit in-
creased by 55.6% YQY to AED234 Mn in 3Q21, up from AED150
Mn in 3Q20, with a GPM equal to 29.4% from 30.6% in 3Q20.
Selling and distribution expenses have increased by 38.1% YOY
to AED116 Mn in 3Q21, up from AED84 Mn in 3Q20. While the
General and administrative expenses declined by 9.9% YOY to
AED75 Mn in 3Q21. Moreover, the Other income have shown a
strong growth reaching AED10 Mn in 3Q21, up from a negative
of AED13 in 3Q20. Thus, the Operating Profit strongly increased
to AED49 Mn in 3Q21, up from a loss of AED32 Mn in 3Q20, with
an OPM equal to 6.2% in 3Q21. The Finance Income declined by
15.5% YOY to AED4 Mn in 3Q21, down from AED5 Mn in 3Q20.
The Finance Expense increased by 41.1% YOY to AED6 Mn in
3Q21, up from AED4 Mn in 3Q20. Furthermore, the Income tax
and zakat significantly increased to AED5 Mn in 3Q21, up from
AED1 Mn in 3Q20. The NCI increased robustly to AED7 Mn in
3Q21, up from nil in 3Q20.

Balance sheet highlights

The Total Assets increased by 72.7% YOY to AEDS5.535 Bn in
3Q21, up from AED3.205 Bn in 3Q20. The Total Liabilities signifi-
cantly increased to AED2.718 Bn in 3Q21, up from AED1.308 Bn
in 3Q20. The Total Equity increased by 48.5% YOY to AED2.817
Bn in 3Q21, up from AED1.897 Bn in 3Q20.

Target price and rating

We assign a BUY Rating on Agthia with a revised target price of
AED7.20. Agthia kept on delivering a robust performance in
3Q21 align with its growth strategy. In 3Q21 Agthia consolidated
the financials of Ismailia Investments (Atyab) into their financials
after the acquisition of Nabil Foods. And in September 2021 the
group has announced 100% acquisition of BMB group, one of the
pioneers of healthy snacks and food company in hope to create
value to the group and improve productivity and efficiency.
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Rating : BUY

First Look Note — 3Q21

Sector: Consumer Goods

Current Price (28-Nov) 5.29
Target Price (AED) 7.20
Upside/(Downside) (%) +36%

Stock Information

Market Cap (mm) 4,187.44
Paid Up Capital (mm) 791.58
52 Week High 7.32
52 Week Low 4.03
3M Avg. daily value (AED) 3,109,574
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Financial Ratios

Dividend Yield (12m) 4.67
Dividend Pay-out (%) 287.20
Price-Earnings Ratio (x) 29.39
Price-to-Book Ratio (x) 1.58
Book Value (AED) 3.36
Return-on Equity (%) 5.65
Earning Per Share (AED) 0.18
Beta 0.62

Stock Performance

5 Days -7.19%
1 Months -10.94%
3 Months -11.09%
6 Months -26.43%
1 Year 21.89%
Month to Date (MTD) -10.34%
Quarter to Date (QTD) -9.11%
Year to Date (YTD) 24.47%
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Agthia reported a 62% YOY growth in Revenues to AED795 Mn in 3Q21 including the financials of 4
acquisitions being Al Foah, Al Faysal Bakery, Nabil Foods and Atyab, outweighing the increase in
Cost of Sales by 64.24% YOY to AED561 Mn in 3Q21 up from AED341 Mn in 3Q20. As a result, the
Gross Profit also increased by almost 56% YOY to AED233 Mn in 3Q21 up from AED150 Mn in 3Q20.

The Water & Beverage segment consists of 30% of Total Revenues slightly higher than the Agri
Business sector and the Protein Business consisting for 29% and 28% of Total Revenues, respec-
tively, followed by the snacking business for 13%. The Consumer Business Division (CBD) compris-
ing 71% of Total Sales, almost doubled as compared to last year reaching AED566 Mn, in line with
the group’s growth plan to diversify the Revenue flows. The Group operates via Agri Business Di-
vision (ABD) and Consumer Business Division (CBD). The ABD Revenues were up by 8% YOY
to AED229 Mn mainly driven by the increase in prices despite the global inflation in grain prices af-
fecting the Group’s profitability.

The Consumer Business Division (CBD) consists of three sub-segments: Protein, Snacking, and Wa-
ter & Other Food items. The protein Revenue in 3Q21 recorded AED223 Mn with Atayeb’s inclusion
for only 2 months since August 2021. The snacking Revenues witnessed an increase by 72% in Al
Foah to AED86 Mn driven by higher retail sales, while Al Faysal Bakery contributed by AED22 Mn, an
increase by 2% YOY. The Water & Beverages Revenue increased by 2% YOY to AED200 Mn mainly
driven by the rebound in UAE bottled water business. In the retail segment, Agthia’s bottled water
leads the market with 26% sales volume.

The Group keeps on focusing on cost cutting. The Other Food items witnessed a decrease by 16%
YOY to AED36 Mn despite the positive net income in Dairy & Trading items up from a loss of AED4.4
Mn last year. The Group Net Profit increased significantly in 3Q21 to AED35 Mn up from a loss of
AED32 Mn during the same period last year.

The Balance Sheet maintained a robust performance given the consolidation of the 4 new companies
acquired, with Total Assets increasing significantly by 76% to AED5.5 Bn in 3Q21. Total Equity in-
creased as well to AED2.7 Bn in 3Q21 up from AED1.9 bn in 3Q20.

Finally, the Board of Directors has recommended a cash dividend of 8.25 fils per share amounting to
AED65.31 Mn, as per the interim dividend policy for 1H21, and it is subject to shareholder approval.
Based on our analysis, we assign a BUY rating.

Agthia—Relative Valuation

AED mm 2017 2018 2019 2020 2021E
PE (x) 16.6 16.1 24.6 94.2 31.4
P/B (x) 1.9 1.8 1.7 1.8 1.6
Dividend yield 2.8% 2.8% 2.8% 3.1% 3.1%

FABS forecast & Co Data
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Agthia - P&L

AED mm 3Q20 2Q21 3Q21 3Q21F Var. YOY Ch QOQ Ch 2020 2021F Change
Revenue 492 653 795 774 2.7% 61.6% 21.8% 2,061 2,923 41.8%
Cost of sale -342 -467 -561 -550 2.1% 64.2% 20.2% -1,421 -2,064 45.3%
Gross profit 150 186 234 225 4.1% 55.6% 25.9% 641 859 34.0%
Selling and distribution expenses -84 -106 -116 -115 1.6% 38.1% 9.7% -357 -443 24.0%
General and administrative expenses -83 -63 -75 -75  -0.2% -9.9% 18.6% -234 -277 18.5%
Research and development costs -1.80 -2.42 -2.34 -2.47 -5.4% 29.8% -3.5% -7 -9 21.9%
Share of loss from investment in a joint venture 0 -2 -1 -1 -52.8% NA -76.4% 0 -4 NA
Other (expenses) / income -13 11 10 10 -8.4% NM -12.9% -9 42 NM
Operating profit -32 23 49 42 18.2% NM NM 33 168 NM
finance income 5 4 4 4 -2.8% -15.5% -4.7% 22 16 -24.4%
finance expense -4 -5 -6 -6 -5.9% 41.1% 22.3% -17 -20 12.9%
Profit before tax and zakat -31 22 47 40 19.8% NM NM 37 164 NM
Income tax and zakat (expense) / credit -1 -1 -5 -4 23.7% NM NM -1 -10 NM
Profit of the year -32 21 42 35 19.3% NM NM 36 154 NM
Non-controlling interest 0 -2 -7 -6 13.5% NM NM -1 -12 NM
Net Profit -32 18 35 29 20.5% NM 92.9% 34 142 NM
FABS estimate & Co Data

Agthia - Margins

AED mm 3Q20 2Q21 3Q21 YOYCh QOQCh 2020 2021F Change
GPM 30.6% 28.5% 29.4% -114 95 31.1% 29.4% -170
OPM -6.5% 3.5% 6.2% 1269 272 1.6% -0.1% -173
Net margin -6.6% 2.8% 4.4% 1103 164 1.7% 4.9% 319

FABS estimate & Co Data
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Summary of Acquisitions:

Announcement 0OCT 2020 DEC2020 JAN 2021 APR 2021

AUG 2021
100% 100% 80% 75%

100%

Consolidation Jan 1,I2021 Jan 27", 2021 April Il,2021 Aug 1I,2021 Expectecli Q12022
Segment Snacking Snacking Protein Protein Snacking
Footprint Int’'l (GCC & Asia) Kuwait Jordan, GCC, Iraq Egypt KSA, UAE, USA
Consideration AED 450 MN AED 161 MN AED 520 MN AED 564 MN AED 646 MN
Funding 100% Equity 95% Debt + 5% Cash 75% Equity + 25% Cash 100% Debt 100% Debt
Rationale Scale, Category Brand, Market New Category, Scale, Category Upscale,
(Superfood), Brands Scale Brand, Scale Brands Brands, Footprint
Revenues? AED 429 MN AED B8 MN AED381MN AED463 MN AED 284 MN
Profitability! 20% 20% 18% 17% 18%
RoCE* 14% 31% 19% 48% 40%

1 Asof LTM September 2021; Profitability = EBITDA margin; RoCE = Return on Capital Employed

Agthia’s Categories of Focus:
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com
Shiv Prakash +971-2-6161628 shiv.prakash@Bankfab.com

Sales & Execution

Abu Dhabi Head Office

Trading Desk +971-2-6161700/1
+971-2-6161777
Institutional Desk +971-4-4245765
Sales and Marketing +971-2-6161703 Online Trading Link
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and
Commodities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securi-
ties Exchange and Dubai Financial Market. The information, opinions and materials contained in this re-
port are provided for information purposes only and are not to be used, construed, or considered as an
offer or the solicitation of an offer or recommendation to sell or to buy or to subscribe for any investment
security or other financial 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 war-
ranty, express or implied, as to the accuracy 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 consequence. 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 lev-
el of volatility, which might result in loss. FABS owns the intellectual property rights and any other mate-
rial 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 in-
vented, including photocopying and recording, or stored in any retrieval system without the prior con-
sent 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.
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