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NADEC - Higher costs lead to margin contraction

BUY:12M TP @ 23.90
Upside +15%

Valuation Summary (TTM)

Price (SAR) 20.78
PER TTM (x) 7.9
P/Book (x) 1.4
P/Sales (x) 1.8
EV/Sales (x) 1.9
EV/EBITDA (x) 9.3
Dividend Yield (%) NA
Free Float (%) 58%
Shares O/S (mn) 302
YTD Return (%) -18%
Beta 1.0
(mn) SAR UsSD
Market Cap 6,135 1,636
Enterprise value 6,247 1,665
Price performance (%) 1M 3M 12M
NADEC -10% -20% -33%
Tadawul All Share Index -6% -9% -6%
Trading liquidity (,000) 1M 3M 6M
Avg daily turnover (SAR) 28,418 33,807 43,760
Avg Daily Volume (,000) 1,408 1,461 1,774
52 week High Low CTL*
Price (SAR) 32.95 20.24 0.5
*CTLis % change in CMP to 52wk low

Major shareholders

Saudi Agricultural a 39%
Vanguard Group Inc/T 2.0%
Dimensional Fund Adv 0.9%
Others 58.5%
Other details

Exchange Saudi Arabia
Sector Foed
Index weight (%) 0.2%
Key ratios 2022 2023 2024
EPS (SAR) 0.45 1.00 2.57
BVPS (SAR) 6.08 11.91 14.25
DPS (SAR) 0.00 0.00 0.00

Payaut ratio (%) 0%
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NADEC reported its 1Q25 revenue at SAR 1bn, with a growth of 18% YoY,
beating our estimate by 12%. The healthy revenue growth during the
guarter was driven by increased sales in the agriculture and protein
segments. We believe the company will focus on cost optimization in
response to lower margins and remain committed to its long-term growth
strategy.

Agri segment gains traction: The agricultural revenue during the quarter grew
significantly by 6x YoY to SAR 109mn, owing to increased sales volume and
realization, thereby increasing its share of the overall revenue to 11% in 1Q25
(vs 2% in 1Q24). The protein segment revenue (9% of the topline) nearly doubled
during the quarter, driven by strategic expansions, establishment of dedicated
local slaughterhouses, and distribution networks. Further, investments in
increased capacity by sourcing high-quality red meat from various countries
aided sales. However, the dairy & food segment revenue, contributing 83% of
the total revenue, grew by a modest 4% YoY in 1Q25.

Elevated costs compress the margins: The gross profit during the quarter
remained flattish, with a meager growth of 1% YoY at SAR 326mn. Increase in
direct costs (+28% YoY) at a rate faster than the revenue, primarily on account
of change in product mix, was the main reason for this. Gross margin declined
by 540bps YoY to 32.2% in 1Q25. The selling and marketing expenses for the
guarter remained stable YoY, while the administrative expense was lower by 6%
YoY on account of a decrease in employee costs. Impairment losses on trade
receivables in 1Q25 rose to SAR 6mn (vs a loss of SAR 1mn in 1Q24) as a result
of an increase in receivable balances. Also, other expenses during the quarter
declined by 17% YoY. On the back of stable operating expenses, operating profit
increased by a modest 2% YoY to SAR 99mn, though the EBIT margin declined
by 150bps YoY to 9.8% in 1Q25. Consequently, the EBITDA margin too declined
by 180bps YoY to 16.6% in 1Q25. During the quarter, treasury income rose by
17% YoY owing to an increase in deposits. Finance costs during the period
decreased by 3% YoY owing to a reduction in debt levels. Overall, net income
increased by a modest 2% YoY to SAR 103mn, as the growth in topline was
restricted to a certain extent by higher direct cost and lower income from joint
venture, as net margin declined by 160bps YoY to 10.2% in 1Q25.

Expansion plans underway to support long-term growth: During the quarter,
NADEC established a new multi-vertical distribution center in Riyadh with a
storage capacity of 10k tons and a warehousing land area of 20k sgm. The
facility is equipped with advanced technology to enhance logistics and
streamline operations in order to support the company’s expansion plans across
various markets. Additionally, the company plans to produce value-added beef
products by having its slaughterhouse. This is expected to be operational in
4Q25. Besides, in 1Q25 NADEC signed a joint venture with Hilton Foods for the
processing and packaging of red meat. Also, the company’s subsidiary, Al-Rai
signed a financing agreement with the Agricultural Development Fund (ADF)
towards the establishment of an intensive livestock farming project for breeding
and meat production. NADEC is executing its greenhouse master plan by
investing in facilities in Hail for fruit and vegetable production. Thia facility is
currently in the design phase and is expected to be operational between 2Q26
and 2Q27 with a total plantation area of 20-35 hectares.
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Outlook and valuation: NADEC remains steadfast in meeting the growing demand for its food and agricultural products through
its world-class operational facility and logistical efficiency. The company expects to expand its market share by effectively
engaging with the growth opportunities in the food sector locally, regionally, and globally. Based on the current results we have
revised our revenue estimate upwards to SAR 3.56bn (vs SAR 3.4bn) and net profit to SAR 454mn (vs SAR 434mn). However,
we remain cautious with the recent margin compression. Hence, we downgrade our target price to SAR 23.9/share (earlier levels
of SAR 29.32/share), which provides an upside potential of 15%, and retain our BUY rating on the stock. The stock currently
trades at 13.8x its 2025e EPS.

Revenue growth driven by agri & protein segments  Dairy & food grew modestly on lower volumes Agriculture revenue spikes on high sales volume
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Income statement (in SAR Mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Revenue 2,272 2,694 3,197 3,220 3,558 3,886 4,261 4,666
Direct Costs -1,641 -1,886 -2,013 -2,028 -2,298 -2,448 -2,663 -2,893
Gross Profit 631 808 1,184 1,192 1,260 1,438 1,598 1,773
Selling and marketing expenses -484 -488 -560 -5632 -554 -641 -703 -770
General and administrative expenses -148 -139 -213 -235 -234 -272 -298 -327
Provisions on recievables/other -152 -21 -73 -4 -9 4 4 5
Other Income / (expenses) - net -58 -13 6 -32 -36 -39 -43 -47
EBIT -213 147 345 389 428 490 558 635
EBITDA -1 375 572 636 703 902 973 1,025
Share of results of joint venture - 3 22 24 - 30 30 30
Finance costs -32 -49 -76 -34 -37 -36 -35 -35
PBT -245 101 290 827 490 509 578 654
Zakat -40 -6 -14 -53 -36 -33 -38 -43
Net Profit -285 95 302 775 454 476 540 612
Balance Sheet (in SAR Mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Property, plant and equipment 1,810 1,713 1,761 1,775 2,613 2,658 2,719 2,796
Right-of-use assets 71 56 58 46 730 587 449 345
Biological assets 686 735 728 696 667 667 667 667
Other non current assets 178 203 149 302 336 336 336 336
Total non-current assets 2,745 2,707 2,695 2,819 4,345 4,248 4,171 4,143
Current inventories 452 516 560 662 689 734 799 868
Trade and other current receivables 288 371 464 472 498 544 597 653
Cash and bank balances 82 113 835 1,365 721 1,114 1,486 1,847
Other current assets 323 115 57 85 137 137 137 137
Total current assets 1,145 1,115 2,415 2,885 2,045 2,530 3,018 3,506
TOTAL ASSETS 3,890 3,822 5,110 5,704 6,390 6,778 7,189 7,649
Share capital 1,016 1,016 3,016 3,016 3,016 3,016 3,016 3,016
Reserves 210 223 233 164 164 164 164 164
Retained earnings -30 56 344 1,116 1,571 1,865 2,167 2,509
Total Equity attributable to shareholders 1,196 1,295 3,593 4,297 4,751 5,045 5,348 5,689
Total equity 1,196 1,295 3,593 4,297 4,751 5,045 5,348 5,689
Murabaha loans and borrowings 1,150 893 98 2 2 2 2 2
Lease liabilities 45 39 35 26 28 27 25 23
Employee benefit obligation 163 153 148 131 234 272 298 327
Other non current liabilities 5 5 4 3 3 3 3 3
Total non-current liabilities 1,364 1,090 284 162 267 304 328 355
Trade and other current payables 714 678 775 823 919 979 1,065 1,157
Murabaha loans and borrowings 486 633 279 206 338 338 338 338
Lease liabilities 25 16 18 14 15 12 11 10
Other current liabilities 105 110 78 119 99 99 99 99
Total current liabilities 1,330 1,437 1,232 1,245 1,371 1,428 1,513 1,604
Total liabilities 2,694 2,526 1,517 1,407 1,639 1,732 1,841 1,959
Total equity and liabilities 3,890 3,822 5,110 5,704 6,390 6,778 7,189 7,649
Cash Flow (in SAR Mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Cash from operations 256 452 655 670 951 924 1,000 1,054
Investing cash flow -325 -243 -757 82 -1,004 -233 -256 -280
Financing cash flow 82 -178 825 -221 -592 -297 -373 -412
Change in cash 13 31 722 531 -645 394 371 362
Beginning cash 69 82 113 835 1,365 721 1,114 1,486

Ending cash 82 113 835 1,365 721 1,114 1,486 1,847
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Ratio Analysis 2025e 2026e 2027e
Per Share
EPS (SAR) -2.8 0.9 1.0 2.6 1.5 1.6 1.8 2.0
BVPS (SAR) 11.8 12.7 11.9 14.2 15.8 16.7 17.7 18.9
DPS (SAR) - - - - 0.6 0.8 0.9 1.0
FCF per share (SAR) -0.7 2.1 -0.3 2.5 -0.2 2.3 2.5 2.6
Valuation
Market Cap (SAR Mn) 3,085 2,075 8,401 7,444 6,268 6,268 6,268 6,268
EV (SAR Mn) 4,710 3,544 7,995 6,326 5,931 5,533 5,158 4,794
EBITDA -1 375 572 636 703 902 973 1,025
P/E (x) -10.8 21.7 27.8 9.6 13.8 13.2 11.6 10.2
EV/EBITDA (X) - 9.4 14.0 9.9 8.4 6.1 5.3 4.7
Price/Book (X) 2.6 1.6 2.3 1.7 1.3 1.2 1.2 11
Dividend Yield (%) 0.0% 0.0% 2.9% 3.8% 4.3% 4.9%
Price to sales (x) 1.4 0.8 2.6 2.3 1.8 1.6 1.5 1.3
EV to sales (x) 2.1 1.3 2.5 2.0 1.7 1.4 1.2 1.0
Ligiudity
Cash Ratio (x) 0.1 0.1 0.7 11 0.5 0.8 1.0 1.2
Current Ratio (x) 0.9 0.8 2.0 2.3 15 1.8 2.0 2.2
Quick Ratio (x) 0.5 0.4 1.5 1.8 1.0 1.3 1.5 1.6

Returns Ratio

ROA (%) -7.3% 2.5% 5.9% 13.6% 7.1% 7.0% 7.5% 8.0%
ROE (%) -23.8% 7.4% 8.4% 18.0% 9.6% 9.4% 10.1% 10.8%
ROCE (%) -11.1% 4.0% 7.8% 17.4% 9.1% 8.9% 9.5% 10.1%
Cash Cycle

Inventory turnover (x) 3.6 3.7 3.6 3.1 3.3 3.3 3.3 3.3
Accounts Payable turnover (x) 2.3 2.8 2.6 2.5 2.5 2.5 2.5 2.5
Receivables turnover (x) 7.9 7.3 6.9 6.8 7.1 7.1 7.1 7.1
Inventory days 101 100 101 119 110 110 110 110
Payable Days 159 131 140 148 146 146 146 146
Receivables days 46 50 53 54 51 51 51 51
Cash Cycle -12 19 14 25 15 15 15 15

Profitability Ratio

Net Margins (%) -12.5% 3.5% 9.4% 24.1% 12.8% 12.2% 12.7% 13.1%
EBITDA Margins (%) 0.0% 13.9% 17.9% 19.7% 19.8% 23.2% 22.8% 22.0%
PBT Margins (%) -10.8% 3.8% 9.1% 25.7% 13.8% 13.1% 13.6% 14.0%
EBIT Margins (%) -9.4% 5.5% 10.8% 12.1% 12.0% 12.6% 13.1% 13.6%
Effective Tax Rate (%) -16.2% 5.9% 4.9% 6.3% 7.3% 6.5% 6.5% 6.5%
Leverage

Total Debt (SAR Mn) 1,707 1,581 429 247 383 379 376 373
Net Debt (SAR Mn) 1,625 1,468 -406 -1,118 -337 -735 -1,110 -1,474
Debt/Equity (x) 14 1.2 0.1 0.1 0.1 0.1 0.07 0.07

Net Debt/Equity (X) 1.4 1.1 -0.1 -0.3 -0.1 -0.1 -0.2 -0.3
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Key contacts

Research Team

Joice Mathew Manna Thomas ACCA Contact Address

Sr. Manager - Research Research Associate P. O Box: 2566; P C 112
E-Mail: joice@usoman.com Email: manna.t@usoman.com Sultanate of Oman

Tel: +968 2476 3311 Tel: +968 2476 3347 Tel: +968 2476 3300

Rating Criteria and Definitions

Rating Rating Definitions

Strong Buy This recommendation is used for stocks whose current market price
offers a deep discount to our 12-Month target price and has an

>20% upside potential in excess of 20%
Buy This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside

potential between 10% to 20%
0%-10% Hold This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside
w potential between 0% to 10%

Strong Buy Hold Neutral o Neutral This recommendation is used for stocks whose current market price
Buy offers a premium to our 12-Month target price and has a downside
side potential between 0% to -10%

Sell This recommendation is used for stocks whose current market price
offers a premium to our 12-Month target price and has a downside
1010 - side potential between -10% to -20%
20%% Strong Sell  This recommendation is used for stocks whose current market price
offers a premium to our 12-Month target price and has a downside
>-20% side potential in excess of 20%

Not rated This recommendation used for stocks which does not form part of
Coverage Universe

10-20%

-10% to 0%

Disclaimer

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to
any other person. Persons into whose possession this document may come are required to observe these restrictions. Opinion expressed is our
current opinion as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this
document. While we endeavor to update on a reasonable basis the information discussed in this material, United Securities, its subsidiaries and
associated companies, their directors and employees are under no obligation to update or keep the information current. Also, there may be regulatory,
compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are
not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions
that are inconsistent with the recommendations expressed herein. The information in this document has been printed on the basis of publicly available
information, internal data and other reliable sources believed to be true and are for general guidance only. While every effort is made to ensure the
accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the
information. No one can use the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should
make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to
in this document (including the merits and risks involved), and should consult their own advisors to determine the merits and risks of such an
investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance.
United Securities LLC, and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have
long or short positions in, and buy or sell the securities of the companies mentioned herein or engage in any other transaction involving such
securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect to company/ies mentioned
herein or inconsistent with any recommendation and related information and opinions. United Securities LLC and affiliates may seek to provide or
have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.



