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Stable Margins during Q2 2021 due to Better Expenses Control 

SADAFCO maintains growth momentum, despite the tripling of the 

VAT during the quarter. The company showed relatively flat margins 
Y-o-Y during Q2 2021. However, the company maintained its 

expansion plans albeit at a slower pace, which will support the 

company in the longer term.      

SADAFCO able to pull through despite the challenging market conditions during 
Q2 2021. During the quarter, SADAFCO posted revenues of SAR535mn, 

representing a 2.7% increase compared to SAR521mn in Q2 2020. The increase 

in revenue was due to an increase in milk sales by 2.7%, as more people showed 
interest in UHT milk due to its long-life quality. Moreover, tomato sales showed 

a double-digit growth (+17.8%) Y-o-Y, while ice-cream showed a slight 

improvement Y-o-Y (+2.3%).  

COGS increased during the quarter by 4.1% Y-o-Y, from SAR344mn in Q2 2020 
to SAR358mn Q2 2020, the increase is partially attributed to the increase in 

sales. It is worth mentioning that COGS dropped by 6.3% Q-o-Q due to the 
company’s efforts to efficiently control COGS since the beginning of the 

pandemic.  

Gross profit for the quarter remained flat Y-o-Y at SAR177mn, however, gross 

margin dropped slightly from 33.9% in Q2 2020 to 33% in Q2 2021.  

SG&A dropped by 5.9% Y-o-Y (-3.0% Q-o-Q) from SAR110mn in Q2 2020 to 
SAR104mn in Q2 2021, the drop in SG&A was due to lower spending on A&P, 

in addition to better control over general and administrative expenses. 
Moreover, the company’s contribution to the governments of KSA, Bahrain, 
Jordan, and Kuwait was a smaller amount compared to that of Q1 2020. 

Accordingly, operating profit increased by 10.1% Y-o-Y, from SAR66mn Q2 2020 

to SAR73mn Q3 2021. 

Given the higher sales and favorable expenses during the quarter, the company 

was able to achieve a 7.9% Y-o-Y growth in net income from SAR65mn in Q2 
2020 to SAR70mn in Q2 2021. Furthermore, the net margin slightly increased 

from 12.5% in Q2 2020 to 13.1% in Q2 2021.  

During the quarter, SADAFCO was able to maintain its market share where UHT 

milk was at 62.7%, tomato paste at 50.3%, and ice-cream at 25.7% (due to 
SADAFCO’s new ice cream assortment). It is expected that during H2 2021, ice-

cream market share will further increase FY2021e as the construction work on 

the new ice-cream factory was maintained during the quarter, although at a 

slower pace, and is expected to be completed by the first half of next year.  

It is worth noting that SADAFCO’s shareholders are set to vote on repurchasing 
2.75 million of its shares to be retained as treasury shares, during the 

extraordinary general meeting that will be held on November 18th. This 
represents a repurchase of up to 8.46% of the company’s shares that will be 

financed from internal resources. 

The easing of the COVID-19 restrictions significantly supported the company 

given that the VAT increased from 5% to 15% during the quarter. It is expected 

that the impact of KSA’s austerity measures will impact the company by H2 
2021, as it has a direct impact on consumer’s welfare, however, the defensive 

nature of SADAFCO’s is expected to slightly offset the impact of the shrinking in 

the consumers’ shopping basket.  

We update our 52 weeks target price SAR178.3/share with a Neutral 

recommendation. 

 

Recommendation Neutral 

Previous Recommendation Neutral 

Current Price (28-10-2020) SAR172.2 

Target Price (52 Weeks) SAR178.3 

Upside/ (Downside) 3.6% 

Shariah Compliance Pass 

  

Key Financial Ratios 

Ratio 
Q2 

2021 

Q1 

2021 

Q2 
2020 

Revenue Growth 2.7% 16.6% 18.3% 

Gross Margin 33.0% 32.2% 33.9% 

EBIT Margin 13.6% 13.5% 12.7% 

Net Margin 13.1% 12.5% 12.5% 

    

Key Financial Results (Q2 2021)  

 
 

 
 

 
 

 

 
 

 
 

 

Share Price Performance  

 
 

 
 

 

2.7%
0.1%

10.1%
7.9%

-5.4%
-3.5% -4.2%

-0.4%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

Revenue Gross
Profit

EBIT Net
Income

Y-o-Y Q-o-Q

28 October 2020 

 

5,000
5,500
6,000
6,500
7,000
7,500
8,000
8,500
9,000
9,500

30

50

70

90

110

130

150

170

1
4

-A
p

r-
1

9

1
4

-J
u

n
-1

9

1
4

-A
u

g-
1

9

1
4

-O
ct

-1
9

1
4

-D
e

c-
1

9

1
4

-F
e

b
-2

0

1
4

-A
p

r-
2

0

SADAFCO TASI



 

 

 

Saudia Dairy and Foodstuff Co (SADAFCO) 

Results Flash Note | Q2 2021 

 

DCF Valuation            

  2020 A 2021 F 2022 F 2023 F 2024 F 2025 F 
EBITDA 388  360  394  426  453  476  
Operating CF 301  344  349  374  420  438  
Capex (75) (224) (237) (149) (156) (164) 
FCFF 226  121  112  225  263  274  
Stub Period (FCF to be 
discounted) 

0  60  112  225  263  274  

PV (FCFF) 0  58  101  188  205  198  

WACC 7.4%  

We have valued SADAFCO using DCF approach, considering a 

WACC is equal to 7.4% (based on a risk-free rate of 3.3%, 

market risk premium 7.3%, Beta of 0.32)Based on the DCF 

valuation, the fair Based on the DCF valuation, the fair price of 

SADAFCO share price is SAR178.3, which is higher than the 

traded value by 3.6%. 

Perpetuity Growth 3.0% 
PV-FCFF 750  
PV-TV 4,619  
Net Debt  (68) 
Less: End of services benefits (115) 
Add: Cash and equivalents 610  
Less: NCI 0  
Intrinsic Values 5,796  
Shares Outstanding 33  
Equity value per share 178.3 
CMP (28-10-2020) 172.2 
Upside / (Downside%) 3.6% 

All values are in SARmn   
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Financial Ratios 2020 A 2021 E 2022 F 2023 F 2024 F 2025 F 
       
Return on Average Assets (%) 13.0% 11.2% 11.4% 11.4% 11.6% 11.4% 
Return on Average Equity (%) 18.7% 16.5% 16.8% 16.5% 16.4% 16.0% 
Earnings Before Zakat Margin (%) 13.8% 12.0% 12.3% 12.4% 12.8% 12.9% 
Net Income Margin (%) 12.9% 11.2% 11.4% 11.6% 11.9% 12.0% 

Revenue Growth (%) 13.4% 9.3% 6.2% 5.0% 5.0% 5.0% 

EPS 8.2 7.7 8.4 8.9 9.7 9.9 
       
               

        

Income Statement 2020 A 2021 E 2022 F 2023 F 2024 F 2025 F 
       
Revenues 2,056  2,248  2,387  2,507  2,632  2,764  
Cost of revenues (1,367) (1,543) (1,629) (1,703) (1,781) (1,868) 
Gross Profit 689  705  758  803  851  896  
SG&A  (401) (444) (476) (502) (527) (552) 
Zakat (19) (18) (19) (21) (22) (26) 
Net Income 265  252  273  290  314  331  
               

        

Balance Sheet 2020 A 2021 E 2022 F 2023 F 2024 F 2025 F 
       
Current Assets 1,273  1,301  1,314  1,440  1,593  1,761  
Non-Current Assets 901  1,026  1,151  1,175  1,203  1,236  
Total Assets 2,174  2,327  2,465  2,615  2,796  2,997  
Current Liabilities 498  567  575  577  603  632  
Non-Current Liabilities 200  195  198  201  205  208  
Total Equity 1,476  1,566  1,693  1,837  1,988  2,157  
Total Liabilities and Equity 2,174  2,327  2,465  2,615  2,796  2,997  
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Guide to Ratings 
 

Buy An upside potential of more than 20% in 52-week period 

Overweight An upside Potential of more than 10% in 52-week period 

Neutral Will stay in the range of it value (up/down 10%) in a 52-week period 

Underweight A downside potential of more than 10% in 52-week period 

Sell A downside potential of more than 20% in 52-week period 
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Disclaimer 

 

This research document has been prepared by Itqan Capital Company (“Itqan Capital”), Saudi Arabia. It has been prepared for the general use 

of Itqan 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 Itqan 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 Itqan Capital. The information contained was obtained from various public sources believed to be reliable, but we do not guarantee its 

accuracy. Itqan Capital makes no representations or warranties (express or implied) regarding the data and information provided and Itqan 

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. Itqan 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. Itqan 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. Itqan 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. Itqan 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 Itqan 

Capital or any of its affiliates to any registration or licensing requirement within such jurisdiction.   

Itqan Capital is licensed by the Saudi Arabian Capital Market Authority, License No.07058-37 and CR No.4030167335 

mailto:info@itqancapital.com
http://www.itqancapital.com/
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