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Disclaimer 

This Report includes information provided as part of the application for registration and offer of securities in 

compliance with the Rules on the Offer of Securities and Continuing Obligations issued by the Capital Market 

Authority in the Kingdom (the “CMA”) and the application for listing of securities in compliance with the 

requirements of the Listing Rules of the Saudi Exchange. The Directors collectively and individually, accept full 

responsibility for the accuracy of the information and confirm, having made all reasonable enquiries, which to 

the best of their knowledge and belief, there are no other facts the omission of which would make any statement 

herein misleading. The CMA and the Exchange do not take any responsibility for the contents, do not make any 

representations as to its accuracy or completeness, and expressly disclaim any liability whatsoever for any loss 

arising from, or incurred in reliance upon, any part of this report. 
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Issue Summary 

The initial public offering of the Company’s shares will consist of 6 million ordinary shares, representing 30% of 

the Company’s SAR 200mn share capital, with a fully paid nominal value of SAR 10 per share. The price of the 

offered shares is set at SAR 69 per share. 

Table 1: Pre- and Post-Offer Holding 

 Pre-Offering Post-Offering 

Shareholder 
Number of 

Shares 

Ownership 

(%) 

Value of 

Shares (SAR) 

Number of 

Shares 

Ownership 

(%) 

Value of 

Shares (SAR) 

Ameen Abdullah Ali Almallah 10,000,000 50% 100,000,000 7,000,000 35% 70,000,000 

Alsad Modern Advanced Company 10,000,000 50% 100,000,000 7,000,000 35% 70,000,000 

Total 20,000,000 100% 200,000,000 14,000,000 70% 140,000,000 

Source: Naqi IPO Prospectus 

Table 2: Issue details 

Issuer Naqi Water Company 

Listing Venue The Saudi Exchange 

Financial Advisor Aljazira Capital Company (Aljazira Capital) 

Offering Structure 
The IPO will consist of 6M ordinary Shares with a fully paid-up nominal value of SAR 10 per share, 

representing 30% of the Company’s capital 

Proceeds Usage 

Net proceeds will be used to the pay selling shareholders on a pro rata basis according to the number 

of shares owned from the Offer Shares. The Company will not receive any part of the Offering 

Proceeds. 

Distribution Limited to KSA only 

Lock-up Substantial Shareholders: 6 months 

Source: Naqi IPO Prospectus 

 

Subscription to the Offer Shares is restricted to the two groups of Investors:  

NAQI is floating 6.0mn shares, representing 30% of the Company’s share capital, with a fully paid nominal value 

of SAR 10 per share. The price of the offered shares is set at SAR 69 per share. The IPO is divided into two 

tranches: one for institutional investors and the other for retail investors. The institutional tranche, which will 

open from July 17 to July 21, 2022. A total of 6.0mn shares were offered to institutional investors, subject to a 

scale-back to 90% (5.4mn shares). The retail offering will be open for two days on July 27-28 and include up to 

10% (600,000 shares) of the offer size. The final allotment of shares would be done on August 3. 
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NAQI is an established brand in bottled water market 

in Saudi Arabia 

 

Naqi is one of the leading companies in the water production and bottling 
business in Saudi Arabia. The Company was initially established in 2014 as 
a sole proprietorship owned by Mr. Ameen Almalah, later converted into a 
limited liability company (LLC) owned equally (50% each) by Mr. Ameen 
Almalah and Mr. Yaser Alaqeel. Naqi Water legal structure changed from an 
LLC to a Closed Joint Stock Company during 2021, with its headquarters in 
Unaizah. The Company has achieved continuous growth and an increasing 
presence in Saudi Arabia and showed its resilience by expanding its market 
share even during COVID-19 phase. The Company’s operation includes the 
business of water extraction, purification, desalination, distribution, and 
sale in various cities of the Kingdom.  

 
We assigned 50.0% weight to 
DCF, 25.0% weight each to 
FY23E EV/EBITDA, and P/E 
multiples. Relative value 
based on FY23E multiples is 
discounted at FY23E ROE to 
arrive at a one-year TP. Based 
on the combined valuation, 
we arrived at a TP of SAR 
84.0/share. As per our 
derived TP of SAR 84, the 
implied PE multiple based on 
FY23E earnings is 18.7x.  
 

 

 

 

 

 

 

 

Source: Naqi IPO prospectus * SKUs:  Stock keeping units 
 

Table 5: Timeline of Company’s major milestones: 

Year Milestone 

2014  The Company was established as a sole proprietorship under the name of “Naqi Water Establishment” 

2016  Added a production line with a capacity of 24,000 units per hour 

2017  Added a production line with a capacity of 40,000 units per hour 

2018 
 Launched two production lines with a total capacity of 80,000 units per hour  

 Establishment of Zulal Company line with a capacity of 40,000 units per hour 

2019 

 Started operations of a new water purification station at the Company’s plant in Unaizah 

 Aquired two more production lines with a total capacity of 80,000 units per hour 

 Acquired a land of 45,173.5 square meters to enhance the expansion plans 

2020  Started operations of a new production line with a capacity of 48,000 units per hour 

1,716M  

Capacity 

Practical Capacity in FY21 

7  

Production Lines 

Additional production line expected to 

come up in 2023 G 

7  

Active SKU’s* 

31.6M+  

Cartons Sold in FY21 

591  

Employees 

84.1%  

Capacity Utilization 

Valuation Summary 
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Year Milestone 

 Acquired Naqi Trading Establishment including its two branches in Riyadh and Al-Qassim to keep pace 

with the growing demand from the retail customers 

 Purchased 50 trucks and acquired a land of 72,672.6 square meters 

 Acquired a new production line with capacity of 40,000 units per hour from Zulal Company 

2021 

 Converted into a closed joint stock Company under the name of “Naqi Water Company” 

 Launched a production line with a capacity of 48,000 units per hour  

 Renovated and unveiled a new version of Company’s website 

 Acquired a land of 44,448.5 square meters to support the expansion plans 

Source: Naqi IPO Prospectus 

Chart 1: Evolution of Naqi Water Company’s Sales and Market Share in Volume Terms, 2018G-2021G  

 

Source: Naqi IPO prospectus 

This growth has been achieved on the foundation of nearly a decade of systematic step by step strategy in 

establishing and expanding capacity to cater to a growing market. 

The Company’s business consists of two main segments, namely: 

 Wholesale segment: Selling the Company’s products to agents and distributors in the various regions 

of the Kingdom who then sell the Company’s products to the final consumer 

 Retail segment: Direct selling to consumers through the Company's two branches in Al-Qassim and 

Riyadh 

The Company has demonstrated ability to deliver its products across business segments and customer types 

such as sales to small and medium-sized accounts, such as supermarkets, groceries, etc., and larger accounts 

such as hypermarkets, as well as houses and final consumer sales, in addition to sales to institutions, 

governmental entities, schools, universities, mosques, etc., along with hotels and restaurants, etc., as well as 

sales to agents and distributors in various regions and cities of the Kingdom. 
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Naqi is focused on building a market leading brand with 
sustainable growth for stakeholders 
Naqi’s key focus is to become a leading player in water production and bottling business in the domestic as well 

as regional markets (GCC and MENA) through establishing a pioneering trade name in the industry. It also strives 

to maintain the highest standards of quality and customer service, improving business relations, and adhering 

to good human resource policies to retain the best talent are also part of the Company’s vision. Additionally, the 

Company aims to achieve a modern business model to provide a variety of products with highest quality and at 

competitive prices. The Company is also keen to create sustainable value for all its stakeholders. Thus, with an 

ultimate objective of bolstering its leadership position in water production and bottling sector, the Company’s 

crucial business strategies include - expanding customer base, entering into new markets in the Kingdom, GCC 

countries and MENA region, improving manufacturing operations and production capacity, increasing working 

capital efficiency and improving the Company’s governance among others. 

Simplified Ownership Structure 

Naqi operates through a relatively simplified ownership structure as indicated below. The straightforward 
structure and visibility of ownership provides clarity to investors in terms of control and direct/indirect 
ownership by three key individuals as follows: 

Chart 2: Holding Structure 

 

Source: Naqi IPO prospectus 

Table 6: Ownership Structure 

 Pre-Offering Post-Offering 

Shareholder 
Number of 

Shares 

Ownership 

(%) 

Value of 

Shares (SAR) 

Number of 

Shares 

Ownership 

(%) 

Value of 

Shares (SAR) 

Ameen Abdullah Ali Almallah 10,000,000 50% 100,000,000 7,000,000 35% 70,000,000 

Alsad Modern Advanced Company 10,000,000 50% 100,000,000 7,000,000 35% 70,000,000 

Total 20,000,000 100% 200,000,000 14,000,000 70% 140,000,000 

Source: Naqi IPO Prospectus 

The effective ownership of the three key individuals are as follows 

 Ameen Abdullah Ali Almallah: 50% 

 Fahad Sulaiman Ali Almasand: 25% 

 Yaseer Aqeel Abdulaziz Al Aqeel: 25% 

Fahad Sulaiman Ali 

Almasand

Yaseer Aqeel Abdulaziz Al 

Aqeel

Alsad Modern Advanced 

Company

Ameen Abdullah Ali 

Almallah

Naqi Water Company

50% 50% 

50% 50% 
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Continuous Expansion in Production Capacity in last 
three years 

As of 31 December 2021G, the Company owns two branches, four wells, one plant, seven production lines, one 

laboratory and 9 warehouses (seven of which are warehouses for finished goods and raw materials, in addition 

to one warehouse for spare parts, and another for additional sales and scrap). The Company is working on 

operating its seventh production line in the Company’s plant in Unaizah, which was acquired in 2020G. The 

following table shows the maximum and actual annual production capacity of the Company’s production lines 

in the financial years ended 31 December 2019G, 2020G and 2021G. Maximum production capacity is expected 

to increase to 1,854,600k packages in FY2022 from 1,716,000k packages in FY2021, considering full capacity for 

line 8 and additional capacity of 6,600k packages for new line for 14- liter water bottles. However, we expect 

lower operating rate (15%) for new line, given that it is expected to get operational in September 2022. Thus, 

we expect overall operating rate for FY2022 at 76.4% compared to 84.1% for FY2021.  

Table 7: Maximum Production Capacity (1,000 Packages/300 Days) (2) 

Production Line (1) 

Financial Year 

Ended 31 

December 2019G 

Financial Year 

Ended 31 

December 2020G 

Financial Year 

Ended 31 

December 2021G 

Financial Year 

Ended 31 

December 2022E 

First Line (200 ml and 330 ml bottles) 158,400 158,400 158,400 158,400 

Second Line (200 ml, 330 ml, and 600 

ml bottles) 
264,000 264,000 264,000 264,000 

Third Line (Naqi Qatra 200 ml and 250 

ml) 
264,000 264,000 264,000 264,000 

Fourth Line (Naqi Qatra 200 ml and 250 

ml) 
264,000 264,000 264,000 264,000 

Fifth Line (200 ml and 330 ml bottles) 264,000 264,000 264,000 264,000 

Seventh Line (200 ml, 330 ml, and 600 

ml bottles) 
- 316,800 316,800 316,800 

Eighth Line (200 ml, 330 ml, and 600 ml 

bottles) (3) 
- - 184,800 316,800(4) 

14-liter water bottles    6,600(5) 

Total 1,214,400 1,531,200 1,716,000 1,854,600 

Source: Naqi IPO Prospectus 

(1) The sixth line is owned by a sister Company, Zulal Company, and is used under a separate agreement and as needed. 

(2) The maximum production capacity is calculated on the basis of a 22-hour operation over 300 days, except for the fifth line, which is calculated on the basis of a 22-hour operation 

over 350 days. 

(3) The eighth line was operated for only seven months in the financial year ended 31 December 2021G. 

(4) Line 8 production capacity when it operates at its full capacity. 

(5) 14- liter water bottle is expected to be operational in September 2022G. 

The Company’s production process involves the following:  

Four wells located on the Company’s plant land in the north of Unaizah in Al Qassim 

- Water extraction and treatment 

- Purification Stage 

- Desalination Stage 

- Packaging Stage 
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Chart 3: Operation process 

 

Source: Naqi IPO prospectus 

Apart from expanding production capacity, the Company has also been able to increase the utilization of the 

capacity (expressed in operation percentage as follows), which has direct bearing on sales volumes.  

Table 8: Production line details 

 
Actual Production Capacity 

(1,000 Packages/300 Days) 
Operation Percentage 

Production Line 2019 2020 2021 2022E 2019 2020 2021 2022E 

First Line (200 ml and 

330 ml bottles) 
92,754 108,039 104,202 107,370 59% 68% 65.8% 67.8% 

Second Line (200 ml, 

330 ml, and 600 ml 

bottles) 

234,631 208,675 203,899 209,179 89% 79% 77.2% 79.2% 

Third Line (Naqi 

Qatra 200 ml and 250 

ml) 

112,387 105,721 180,233 193,433 43% 40% 68.3% 73.3% 

Fourth Line (Naqi 

Qatra 200 ml and 250 

ml) 

112,387 105,721 163,377 189,777 43% 40% 61.9% 71.9% 

Fifth Line (200 ml and 

330 ml bottles) 
298,455 292,112 226,014 231,294 113% 111% 85.6% 87.6% 

Seventh Line (200 ml, 

330 ml, and 600 ml 

bottles) 

- 209,171 234,946 241,282 - 66% 74.2% 76.2% 

Eighth Line (200 ml, 

330 ml, and 600 ml 

bottles) (1) 

- - 174,911 243,936 - - 94.6% 77.0% 

New line (14 litre 

gallon) 
   990,000    15.0% 

Total 850,615 1,029,439 1,287,583 1,417,262 69% 67% 84.1% 76.4% 

 Source: Naqi IPO Prospectus; The sixth line is owned by a sister company, Zulal Company, and is used under a separate agreement and as needed; New line (14 litre) expected to commence 
in September 2022 

(1) The eighth line was operated for only seven months in the financial year ended 31 December 2021G. 

The company is expected to commission a new line for 14 litre by September 2022 with a capacity of 6,600K 

bottles. The additional capacity along with higher operating rates/utilization of capacity (rising from 76.4% in 

2022 to 85.1% in 2026 is expected to result in higher production volumes and accordingly support revenue 

growth over the next few years. The overall demand environment for bottled water is also expected to be 

supportive, which is implied in our expectation of rising operating rates over next few years. 

 

Raw Water

(in the well)

Primary Filtration 

(micron filtration)
Chlorination

Glass lined iron 

tanks

Additional 

Filtration

(by filter cartridge)

Descaling

(adding anti-calc)
Carbon Filtration Sand Filtration
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Wide range of stock keeping units (SKUs) to cater to 
different segments and demands of customers 
 

a. Bottled water available in five sizes and variants 

As of 31 December 2021G, the Company’s bottled water products consisted of five main products, including a 

200 ml bottle, whose sales accounted for 42%, 42% and 39% respectively, for the financial years ended 31 

December 2019G, 2020G and 2021G, respectively. They also include a 330 ml bottle, whose sales represented 

37%, 37%, and 36% respectively, for the same period; a 600 ml bottle, whose sales constituted 3%, 2%, and 2%, 

respectively, for the same period, in addition to the Naqi Qatra bottle, with the industrial design and volume of 

200 ml, whose sales accounted for 4%, 14%, and 18% respectively, for the same period; and the Naqi Qatra 

bottle with the industrial design and volume of 250 ml, whose sales accounted for 14%, 5% and zero, 

respectively, for the same period. The Company is also launching its new product, a 14-liter water bottle, through 

a new production line dedicated to this product. It is scheduled to operate the new production line and launch 

the 14-liter bottles in the second/third quarter of 2022G. 

 

Table 9: Revenues and revenue share of various product variants 

 Revenue (Millions of Saudi riyals) Share in the Revenue  

Product 
FY 31 Dec 

2019G 

FY  31 Dec 

2020G 

FY 31 Dec 

2021G 

FY 31 Dec 

2019G 

FY 31 Dec 

2020G 

FY 31 Dec 

2021G 

200 ml bottle 86.6 111.1 108.8 42% 42% 39% 

330 ml bottle 75.9 97.0 99.6 37% 37% 36% 

600 ml bottle 5.4 5.5 6.6 3% 2% 2% 

200 ml bottle (Naqi Qatra) 9.3 36.2 50.4 4% 14% 18% 

250 ml bottle (Naqi Qatra) 29.3 12.7 - 14% 5% - 

Others 0.8 2.3 12.4 0.01% 1% 4% 

Total 207.3 264.8 277.8 100% 100% 100% 

Source: Naqi IPO Prospectus 

 

 

Table 10: Production and production share of various product variants 

 Production (Thousands of bottles) Share of Total Production 

Product 
FY Ended 31 

Dec 2019G 

FY Ended 31 

Dec 2020G 

FY Ended 31 

Dec 2021G 

FY Ended 31 

Dec 2019G 

FY Ended 31 

Dec 2020G 

FY Ended 31 

Dec 2021G 

200 ml bottle 460,697 565,800 543,402 42% 43% 40.3% 

330 ml bottle 405,852 499,993 426,770 37% 39% 31.6% 

600 ml bottle 32,907 45,217 19,796 3% 2% 1.5% 

200 ml bottle (Naqi Qatra) 43,876 144,121 359,185 4% 14% 26.6% 

250 ml bottle (Naqi Qatra) 153,566 20,589 - 14% 2% - 

Others 110 0 - 0.01% 0% - 

Total 1,096,897 1,275,721 1,349,154 100% 100% 100% 

Source: Naqi IPO Prospectus 

 



NAQI Water Company 
Pre-IPO Report 

10 

 

b. Online ordering services provide new channel of sales 

The Company launched its website in its new form at the beginning of 2021G to provide a digital platform to 
receive orders from its customers, in addition to the Company’s application available on the (IOS) platforms of 
Apple and Android and the customer service account through the WhatsApp digital platform. The Company 
takes digital orders and provides delivery services for its customers in the vicinity of its two branches in Al Qassim 
and Riyadh. The Company intends to continue developing its digital platforms to acquire a larger share of the 
digital bottled water market and diversify its customer base, in addition to expanding its geographical scope of 
services. 

Home delivery segment was operating through agents and distributors before 2020 since inception and with 
online delivery in 2020 and 2021 until now. The Company is planning to expand online ordering service especially 
in Riyadh, Jeddah and Qassim when adding new product such as the 14 liters bottle to the home delivery. 
Currently operating in Qassim and Riyadh areas through online delivery. 

Geographical Locations and Operations 

The head office of the Company is in Unaizah. The following map shows the geographical presence of the 

Company in the Kingdom as of 31 December 2021G (1): 

Figure 1: Geographical locations of various operational units 

 

Source: Naqi IPO Prospectus 
(1) The Company does not perform any commercial activities or hold any assets outside the Kingdom 

Diversified customer base helps mitigate concentration risk 

The Company has multiple categories of customers in each of its main business segments and its customer base 

is characterized by strong and long-term partnerships with its customers and distributors in many regions of the 

Kingdom. Moreover, another advantage is that its customers are not concentrated within a limited range, as its 

three largest customers collectively accounted for about 13.2% of its total sales during the financial year ended 

31 December 2021G, and no single customer contributed to more than 5% of its total sales in the same period.  

The Company’s deeply rooted relationships with its customers represent a foundation for revenue flows and a 

smooth path to growth. 

The following table shows the Company’s revenue generated from its main customers, as each customer 

constitutes approximately 5% or more of the Company’s revenue in the financial years ended 31 December 

2019G, 2020G and 2021G.  

Unaizah 

Headquarters: 1 

Plants: 1 

Branches: 1 

Warehouses: 12 

Riyadh Branches: 1 

Warehouses: 1 
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Table 11: Share of major distributors 

  Revenue Contribution Percentage 

Customer Business Sector 31 Dec 2019G 31 Dec 2020G 31 Dec 2021G 

Ali Abu Saeed Trading Establishment (Distributor) Wholesale Sector 5.3% 4.8% 4.1% 

Taif Al Raki for Trading Establishment (Distributor) Wholesale Sector 5.1% 4.3% 4.3% 

Sulaiman Al Ajmi Establishment (Distributor) Wholesale Sector 4.3% 4.1% 4.8% 

Total - 14.7% 13.2% 13.2% 

Source: Naqi IPO Prospectus 

Three main suppliers help maintain control on raw materials 

The Company relies on local and international experienced producers and suppliers when it comes to the main 
input materials, equipment, operating consumables, and essential spare parts. The main input materials include, 
for example, equipment and tools as well as plastic and paper packaging materials. Competitive quotations are 
usually obtained with detailed specifications upon request to ensure the best rates in terms of price and quality. 
The Company usually deals with several suppliers inside and outside the Kingdom with respect to each of the 
products required for the purpose of minimizing any risks related to the supply of raw materials. The company's 
dependency on major three suppliers has reduced in the last three years. The percentage of procurements from 
its main suppliers reduced from 94.2% in FY19 to 69.0% in FY21. Alsad was the top contributor with 44.0%, 
followed by Zulal at 18.0% in FY21. 

Table 12: Share of major suppliers 

  Percentage of the Company’s Total Procurements 

Supplier 
State of 

Incorporation 
31 Dec 2019G 31 Dec 2020G 31 Dec 2021G 

Zulal Company The Kingdom 48.1% 40.0% 18.0% 

Alsad Modern Advanced Company The Kingdom 39.8% 43.0% 44.0% 

Riyadh Factory for Carton The Kingdom 6.3% 4.5% 7.0% 

Total - 94.2% 87.5% 69.0% 

Source: Naqi IPO Prospectus 

Extensive experience in the wholesale & retail segments  
The Company has extensive experience in the aforementioned main business segments, including sales to small and 
medium-sized accounts, such as supermarkets, grocery stores, etc., and larger accounts such as hypermarkets, as well 
as houses and final consumer sales, in addition to sales to institutions, Government entities, schools, universities, 
mosques, etc., along with HORECA sales, including hotels, and restaurants, etc., as well as sales to agents and 
distributors in various regions and cities of the Kingdom. Revenue from the wholesale segment accounted for 99.5%, 
66.7% and 67.1% of the Company’s total revenue in the financial years ended 31 December 2019G, 2020G and 2021G, 
respectively, while revenue from the retail segment represented 0.5%, 33.3% and 32.9% of the Company’s total 
revenue for the same periods respectively. 

Table 13: Share of the Company’s Product Sales by Segments 

 
The percentage of product sales in the 

wholesale segment 

The percentage of product sales in the retail 

segment 

Product 

FY 31 

December 

2019G 

FY 31 

December 

2020G 

FY 31 

December 

2021G 

FY 31 

December 

2019G 

FY 31 

December 

2020G 

FY 31 

December 

2021G 

200 ml bottle 42% 43% 40% - 40% 36% 

330 ml bottle 37% 39% 38% - 33% 30% 

600 ml bottle 3% 2% 2% - 1% 2% 

200 ml bottle (Naqi Qatra) 5% 11% 16% - 19% 32% 

250 ml bottle (Naqi Qatra) 14% 4% 0% - 7% 0% 

Total 100% 100% 100% - 100% 100% 

Source: Naqi IPO Prospectus 
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Macroeconomic environment conducive for long term 
growth 
After registering a stronger-than-expected recovery in 2021, the Saudi Arabian economy is on an accelerated 

growth path in 2022; driven by higher oil and non-oil activities as oil production and prices strengthen and 

pandemic pressures fade. 

The Kingdom boasted the largest total Gross Domestic Product (GDP) in MENA region, with an estimated of SAR 

2.8 trillion (USD 740 billion) in 2021G. Following an economic growth at an average annual rate of 1.4% during 

the period from 2017G to 2020G (supported by factors including the rise in Government revenues resulting from 

measures to control public financial conditions, the continued implementation of economic reforms to increase 

private sector participation, in addition to the recovery of international oil prices), the Saudi economy (GDP) 

declined by 4.1% in real value in 2020G, following the crisis of the coronavirus (COVID-19) pandemic and the 

drop of low oil prices, which led to a deficit in financial revenues. 

Saudi Arabia’s total population contracted at an annual average rate of 0.3% over 2018G-2021G to reach 33.2mn 

by 2021G (representing a total population 1.5 times larger than the rest of the GCC countries combined); 

however, the country’s demographic is projected to grow at an annual average rate of 1.2% over 2022G-2026G 

to reach 35.2 million by 2025G. The average Saudi Arabian household size stood at 5.5 members in 2021G, higher 

than both the global and MEA averages of 3.5 and 4.7, respectively, in the same year, which supports consumer 

spending on family-related categories of goods and services, including food and beverages.  

Chart 2: KSA Population (in millions) 

 

Source: Naqi IPO Prospectus 

When considering only total consumer expenditure on beverages, it recorded an average annual growth rate of 

6.2% in nominal terms over 2018G-2021G to reach SAR 26.9 billion (USD 7.2 billion) by the end of that period, 

which was also the second biggest in the MEA region, behind Nigeria. This economic and social background 

provides support for the Saudi Arabian bottled water sector, which is also set to benefit from the 

implementation of the Saudi Vision 2030 and its thirteen implementation programs through significant 

infrastructure investment; schemes to develop the Saudi tourism industry, and measures to increase private 

participation in the economy. In addition, the improvement in Saudi Arabia’s macroeconomic conditions, 

coupled with the recovery in tourism inflows into the country (forecast to surpass pre-COVID-19 levels by 

2023G), are expected to keep supporting the demand for grocery and non-grocery retail categories in the 

Kingdom.  

33.41

32.86

33.16

34.41

35.18
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Chart 3: GDP (in SAR billion) 

 

Source: Naqi IPO Prospectus; F -Forecasts 

The International Monetary Fund (IMF) forecasts a gradual recovery for the Saudi Arabian economy (with real 

GDP expected to grow by 7.6% in 2022G, following a 4.1% contraction in 2020G, and gradual growth in 2021 by 

2.8%), under a base scenario assuming the deployment of vaccination programs, considerable policy support 

across economies at a global level, and the lower restrictions because of an ongoing fallout of the pandemic. In 

addition, the improvement in Saudi Arabia’s macroeconomic conditions, coupled with the recovery in tourism 

inflows into the country (forecast to surpass pre-COVID-19 levels by 2023G), will support the demand for grocery 

and non-grocery retail categories in the Kingdom. Accordingly, the expenditure on beverages over the forecast 

period 2022G-2026G is expected to grow by a CAGR of 5.8%. 

Table 14: Key macroeconomic indicators for Saudi Arabia 

Indicator Unit 2018G 2020G 2021G 2024F 2026F 

CAGR 

2018G-

2021G 

CAGR 

2022F-

2026F 

GDP SAR bn 2,949.5 2,625.4 2,683.1 2,974.5 3,113.0 (3.1%) 2.7% 

Population 000 33,413.7 32,861.0 33,159.0 34,410.0 35,176.0 (0.3%) 1.2% 

Population under 15 000 8,338.1 8,008.3 8,044.7 8,203.6 8,218.6 (1.2%) 0.3% 

Number of Households 000 6,066.6 6,067.0 6,126.0 6,064.0 6,219.0 0.3% 1.2% 

Average Household Size 
Members per 

household 
5.6 5.5 5.5 5.5 5.5 (0.6%) 0.0% 

Inflation Rate % 2.5 3.4 3.0 2.0 2.0 6.9% 0.0% 

Unemployment Rate % 5.8 6.8 6.3 5.7 5.5 2.7% (2.4%) 

Disposable Income per 

Capita 
SAR 33,244.3 34,326.8 40,387.8 46,946.6 50,469.3 6.7% 4.4% 

Total Consumer 

Expenditure 
SAR bn 1,161.8 1,176.1 1,392.4 1,678.1 1,842.2 6.2% 5.6% 

Consumer Expenditure 

on Beverages 
SAR bn 22.5 22.7 27.0 32.7 36.0 6.2% 5.8% 

Consumer Price Index 2010= 100 118.0 122.5 126.2 133.9 139.3 2.3% 2.0% 

Number of in-bound 

tourists 
‘000 15,334.3 3,623.3 9,058.3 19,804.6 25,313.8 (16.1%) 11.9% 

Number of out-bound 

tourists 
‘000 9,885.1 2,453.0 3,783.2 8,676.2 9,908.5 (27.4%) 13.0% 

Source: Naqi IPO Prospectus 
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Water Production and Bottling Sector to benefit from 
favourable economic and demographic 
 

The total market size for bottled water in the Kingdom was estimated at ~ 6.7 billion litres or ~SAR 8.8 billion. 

The industry grew by 2.4% in volume terms and ~3.7% in value terms during 2018-2021 because of the young 

Saudi population’s rising health and wellness trends, especially during the COVID-19 pandemic. Nevertheless, 

the VAT increase did not impact the final consumer price immediately because of fierce competition in the 

industry. In addition, the yearly raw material contracts held by the manufacturers have helped maintain the 

average price within the year in 2020G. The key factors driving overall market growth are: 

1. The gradually increasing prices of bottled water products in the domestic market, and 

2. The price offered by the manufacturers contained the increase of the average unit price on a total Kingdom 

level, taking into consideration the price differences across the Kingdom. 

The per capita consumption level of bottled water in KSA is highest in the world, standing at 202.5 litres per 

person per year in 2021G. This is due to scarcity and nature of Saudi Arabia’s drinking water supply, the country’s 

hot weather conditions and the rising health and wellness trend observed amongst Saudi Arabian households. 

These factors coupled with a favourable socio-economic background including increasing levels of disposable 

income, an expanding population, and rising urbanization and a supportive regulatory framework have backed 

the long-term expansion of the country’s bottled water sector. 

The industry is also backed by improvement in Saudi Arabia’s macroeconomic conditions, increasing tourism 

inflows (which are expected to return to pre-COVID-19 levels by 2023G), rising per capita disposable income 

levels, and a growing trend towards health and wellness, the country’s bottled water market is set to experience 

a recovery over the forecast period 2022G-2026G, growing at a CAGR of 5.5% in volume terms to reach 8.8 billion 

litres by 2026G. In value terms, the Saudi Arabian bottled water market is projected to increase at an average 

annual rate of 6.9% in nominal terms over 2022G-2026G to reach SAR 12.2 billion (USD 3.3 billion) by the end of 

that period, reflecting an anticipated rise in prices due to several factors, including the increased demand for 

bottled water in the domestic market, the VAT impact on pricing across the bottled water industry value chain, 

and the opening up of exports of Saudi Arabian bottled water products. 

Chart 4: Bottled Water Market Size (in million litres) 

 

Source: Naqi IPO Prospectus 
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Chart 5: Bottled Water Market Size (in SAR million) 

 

Source: Naqi IPO Prospectus 

Figure 2: Segmentation by Channel 

 

Source: Naqi IPO prospectus; AJC Research  

Sales of bottled water through the retail channel in the country recorded a positive CAGR of 5.3% in volume 
terms over 2018G-2021G, driven by the rising health and wellness movement, as well as on-the-go consumption 
trends (after the easing of COVID-19 restrictions and employees returning to physical attendance). Sales of 
bottled water through the non-retail channel (wholesale) registered a negative CAGR of -0.6% in volume terms 
between 2018G and 2021G, mainly due to the steep drop in sales through the Hotels/Restaurants/Catering 
(HoReCa) and institutional segments during 2020G. Over the forecast period 2022G-2026G, bottled water sales 
through both retail and non-retail channels are expected to show healthy volume growth of 5.6% and 10.6% 
CAGR, respectively over 2022G-2026G, driven by steady urbanization process and the growth of modern grocery 
retailers (for the retail channel) and recovery of the HoReCa segment.  

Table 15: Expected growth of bottled water market in both volume and value terms 

Units 

FY 31 

December 

2018G 

FY 31 

December 

2020G 

FY 31 

December 

2021G 

FY 31 

December 

2024G 

FY 31 

December 

2026G 

CAGR 2022G-

2026G 

Million litres 6,257.3 6,147.8 6,716.3 8,059.2 8,826.2 5.5% 

SAR Million 7,882.5 7,817.0 8,796.0 10,813.4 12,297.5 6.9% 

Source: Naqi IPO Prospectus; Estimated market size from Euromonitor International estimates from Passport Packaged Food (2021G edition) 
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The main activities of the wholesale 
segment are concentrated on selling 
products to agents and distributors in the 
various regions of KSA who then sell to final 
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The main activities of the retail segment are 
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Regional Analysis for Bottled Water in the Kingdom 

The size of the bottled water market in Saudi Arabia’s Central region (comprised of the Riyadh and Qassim 
administrative regions) was estimated at 2.1 billion litres in 2021G (equivalent to 31.2% of the country’s total), after 
rising at an average annual rate of 2.6% in volume terms between 2018G and 2021G. In value terms, the Central 
region’s bottled water market was valued at SAR 2.9 billion (or 32.7% of the country’s total market size), after 
recording a CAGR of 4.1% in nominal SAR terms over 2018G-2021G, with the difference in the region’s share between 
volume and value reflecting slightly higher prices of bottled water products in the Central region compared to the 
national average. However, the bottled water market in Saudi Arabia’s Central region features specific characteristics 
that influence the sector’s dynamics and competitive landscape, differentiating it from other Saudi regions. These 
include the relatively high levels of income inequality in the capital Riyadh (which accounts for about 75% of the 
Central region’s total population and around 90% of the region’s consumer market), the increasingly busy lifestyles 
and sophistication of Riyadh consumers (which defines their purchasing patterns for consumer goods, including food 
and beverages), and the concentration of formal employment concerning the rest of Saudi regions (due to the capital 
city’s status as the country’s political and economic hub). 

As of 2020G, Riyadh had one of the largest foreign populations of all major cities globally, at 2.6 million, equivalent to 
38.9% of Riyadh’s total population (higher than the national average of 34.9% in the same year). As a result, growth 
in volume terms of the Central region’s bottled water market over the forecast period 2022G-2026G is assessed to 
grow at a CAGR of 5.5%, which is almost the same growth on a national level) In value terms, the Central region is set 
to expand at a CAGR of 7.5% compared to the national average of 6.9%, due to an expected faster rise in prices of 
bottled water products in the Central region during 2022G-2026G (driven by recovering demand from the HoReCa 
segment and by continued robust growth of the home delivery segment in the region). 

Supply and Competitive Landscape  

The Saudi Arabian bottled water market has become increasingly competitive, with over 200 licensed companies 

operating in the market as of 2021G (most of them small players whose output can be as low as less than 2,000 bottles 

per day), while many small-scale unlicensed operations also contribute to increasing the supply in the market. This 

has contributed to a fragmentation of the country’s bottled water market. This market structure is a consequence of 

dynamics shaping market development over the long term, where a period of considerable investment, especially 

during the early 2010s (as players were attracted by the rapidly expanding market, low barriers to entry, and high 

margins), has given way to a more competitive sector with relatively low-capacity utilization and increasingly 

commoditized. The latter is the result of the specific characteristics of the supply chain in the country’s bottled water 

industry (where most domestic producers use water sourced from utilities as raw material, rather than natural sources 

of water) and the lack of differentiation amongst most domestic businesses competing in the sector. 

Table 16: Competitor brands and volume/value share  

Global Brand Owner Brand Name Volume Share 2021 (%) Value Share 2021 (%) 

Bin Zomah Group Trading & Mfg. Safa 16.2% 16.9% 

Health Water Bottling Co Nova 13.3% 15.5% 

National Plant for Healthy Water Hana 12.4% 12% 

PepsiCo Inc Aquafina 11.3% 9.8% 

Berain Water & Beverages Factory Berain 8.4% 9.8% 

Nestlé SA Nestlé Pure Life 6.8% 5.6% 

Aloyoun Water Factory Inc Aloyoun 6.1% 6.2% 

Naqi Water Company Naqi 4.8% 4.2% 

The Coca-Cola Co Arwa 2.4% 2.3% 

Agthia Group PJSC Al Ain 2.2% 1.8% 

Others Others 16.1% 15.9% 

Total  100% 100% 

Source: Naqi IPO Prospectus, AJC Research 
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Though there are already well positioned players in the market, still Naqi water is among the top 8 brands. 

Competitors have higher market share but Naqi plans to capture more market share from them by offering 

differentiated products and provide better customer service at low prices due to low cost. The Company 

differentiates itself from the competition by providing flexible prices. 

Future Plans and Initiatives 

In line with the Company’s strategic goals, vision and business development, the Company is working on 

increasing its production capacity by acquiring and operating additional production lines and enhancing its 

presence in the market through a larger number of branches, in addition to partnerships and agreements with 

distributors and sellers. Accordingly, the Company operated a new production line with a production capacity 

of 48,000 units per hour and a new desalination station in 2021G. The key expansion plans are as follows 

 The Company intends to start and expand exports at the GCC level, with an approximate percentage of 7% 

of the total production capacity by 2023G.  

 The Company is also attempting to add a new product to its existing products by September 2022G, which 

is a vitamin D-fortified water bottle with a volume of 200 ml, 330 ml and 600 ml and is obtaining all the 

necessary licenses for the same. 

 The Company also intends to add a new product to its current products, which is a 14-liter water bottles, 

through a production line that is operated with a capacity of 1,000 units per hour at the Company’s plant in 

Unaizah, Al-Qassim, and the production line is expected to be operational in September 2022G.  

 The Company also plans to establish a new plant in the southern region of the Kingdom with a production 

capacity of 48,000 units per hour in the year 2023G. This matter is still under study and evaluation and no 

final decision has been taken regarding it. 

 The Company has a wide range of vendors of the key raw materials especially preform, caps, carton, label, 

and pallet. It is planning to expand the vendors base and has the ability and negotiation power to make a 

strategic agreement with the key vendors. 

 The Company is planning to utilize the new added purchased adjacent land to Naqi factory in Qassim to 

add more production lines in the future. 
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Key Catalysts 

1. Strong Industry Dynamics:  

The growing popularity of health and wellness trends has given the bottled water sector a strong opportunity 

for expansion. The sector is anticipated to grow by 5.5 percent between 2022 and 2026 as a result of an increase 

in tourism to KSA. Per capita consumption levels of bottled water in Kingdom of Saudi Arabia were estimated at 

202.5 litres per person per year in 2021G, one of the highest in the world. 

2. Clear Strategic Direction:  

Since its founding, Naqi Water Company has witnessed significant growth, supported by a clear strategy focus 

on increasing market share in order to successfully compete in a capital-intensive sector like bottled water 

products. Also, the Company facilitates the introduction of the Company’s products into the major regions in 

the Kingdom.  

3. Attractive Valuation and Strong Fundamentals:  

Based on FY2023E’s EV/EBITDA median value of peers, 12.4x and a premium of 5% due to better financial 

performance, the value of the Company comes to SAR 66.9 per share. Based on FY2023E’s P/E median value of 

peers, 19.7x and a premium of 5% due to better financial performance, the value of the Company comes to SAR 

81.0 per share. The Company’s value derived from the DCF method arrives at SAR 94.8 per share. The weighted 

average value of the Company comes up to SAR 84 per share by assigning 50% to DCF method and 25% each to 

relative valuation method using EV/EBITDA and P/E multiples. 

4. Cost Efficiency:  

The Company has established strategic partnerships with affiliated businesses, allowing for lower costs in areas 

like packaging procurement, equipment maintenance, and manufacturing line operations. The distribution 

network has also been partially vertical and forward integrated, allowing for the implementation of a hybrid 

distribution model that combines external and Company-owned distributors. As a result, the Company has made 

savings that it can pass on to customers in the shape of cheaper costs. 

5. Efficient Production Lines:  

The Company owns two branches, four wells, one plant, seven production lines, one laboratory and 9 

warehouses (seven of which are warehouses for finished goods and raw materials, in addition to one warehouse 

for spare parts, and another for additional sales and scrap). The 8th line was operated for only seven months in 

FY 2021 G. Each production line is operating with a utilization rate of more than 60.0% (line 6 is being operated 

by the Company only during peak seasons). 

6. Diversified Products:  

The Company provides its products through wholesale as well as retail channel through various product 

categories. It provides water bottles in various sizes which leads to product diversification. The Company is 

expanding and diversifying into larger segment as well by introducing 14-liter water bottles. It also delivers its 

products through online delivery services.  

7. Excellent Growth Plans:  

In addition to partnerships and agreements with distributors and sellers, the Company is seeking to increase its 

production capacity by purchasing and managing new manufacturing lines and strengthening its market 

presence through a greater number of branches. By 2023G, the Company also plans to begin and grow exports 

to the GCC, with ~ 7% of the entire production capacity. The Company is also planning to add a new product to 

its existing products which is a vitamin D-fortified water bottle along with a 14-liter water bottles. 
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Key Risks 

1. Raw material cost 

The final product price depends on several factors including raw material cost. The raw material include plastic 
bottle preforms and plastic caps, which are subject to price fluctuations based on the prevailing prices in the 
local and global markets driven by supply and demand locally and globally. There are various factors which affect 
the prices of raw materials directly or indirectly including: 

 The actual changes in supply and demand 

 Market fluctuations 

 International economic factors such as oil prices 

Moreover, basic raw materials are usually subject to time constraints in terms of the duration of storage allowed 

when processed to maintain their quality, for example, raw materials are not allowed to be stored after 

processing for more than seven to 12 days. Thus, if the company failed to increase product prices to reflect the 

increase in production costs, which will have a material adverse effect on the Company’s business, financial 

position, results of operations and prospects. 

2. Concentration of revenues in the wholesale sector 

If there is a slowdown in the HoReCa segment due to re-emergence of COVID-19 and subsequent restrictions, 

the company’s wholesale segment may lose its growth momentum. In the past, the wholesale segment 

represents the main segment of the Company’s sales and recorded 99.5%, 66.7% and 67.1% of the Company’s 

total revenues for the financial years ended 31 December 2019, 2020, and 2021, respectively. The Company’s 

wholesale segment revenue is dependent on the recovery of HoReCa sales in the region. There is no certainty 

that the Company will be able to sustain or diversify its income from these products and categories. The decrease 

in revenues generated from these products or segments will have a material adverse effect on the Company’s 

business, financial position, results of operations and prospects. 

 

3. Risks related to the competition 

The bottled water industry is highly fragmented with lot of small players. The low entry barrier makes the 

industry highly competitive. The competitive factors include:  

 Price 

 Water purity 

 Brand identification,  

 Geographic presence, Innovation and  

 Customer service.  

Moreover, technology has enabled cost-conscious customers to easily compare rates available from various 

bottled water companies. The big beverage companies have already good brand presence and value in terms of 

quality.  In addition, increased competition may result in lower prices, more offers and sale incentives, as well 

as lower gross profit margins, and higher sale and marketing expense on account of expansion of marketing 

channels. The Company’s competitors, including new entrants, may reduce prices to, among other things, 

attempt to gain a competitive advantage, capture greater market share. Because of this, the Company may not 

be able to successfully maintain or increase its market penetration or its overall share of the water bottling 

markets. If the Company fails to address these competitive challenges, it will have a material adverse effect on 

the Company’s business, financial condition, results of operations and prospects. 
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Financial Analysis  

Income Statement 

Income Statement in SAR mn, 
except for per share data 

FY19 FY20 FY21 FY22F FY23F FY24F FY25F FY26F 

Retail sales 1 76 91 104 119 127 133 139 

Wholesales 206 188 187 202 213 221 229 238 

Total revenue 207 265 278 306 332 347 362 377 

Y/Y growth  27.6% 5.0% 10.2% 8.3% 4.7% 4.3% 4.1% 

Cost of sales (164) (160) (165) (189) (201) (210) (219) (227) 

Gross Profit 43 104 113 118 130 137 143 150 

GP Margin 20.7% 39.3% 40.7% 38.4% 39.3% 39.5% 39.6% 39.8% 

Sales and distribution expenses (4) (15) (24) (27) (28) (29) (29) (30) 

General and administrative 
expenses 

(4) (8) (11) (12) (12) (12) (12) (13) 

EBITDA 40 96 97 106 117 123 127 133 

Depreciation and Amortization 5 15 19 27 27 26 25 25 

EBIT 35 81 78 79 90 97 102 107 

EBIT Margin 16.8% 30.7% 28.2% 25.8% 27.3% 27.8% 28.1% 28.5% 

Other income 1 (1) 1 2 2 2 2 2 

Financial expense - (1) (1) (1) (1) (0) (0) 0  

EBT 36 80 79 80 92 98 104 109 

Zakat expense (1) (2) (1) (1) (1) (2) (2) (2) 

Net Income 35 78 77 78 90 97 102 108 

Net Margin 16.8% 29.5% 27.8% 25.6% 27.2% 27.8% 28.2% 28.6% 

Y/Y growth  124.1% -0.9% 1.5% 14.9% 7.1% 5.6% 5.6% 

EPS 4.08 5.20 3.86 3.92 4.51 4.83 5.10 5.38 

Dividend  32 34 38 40 42 44 46 

DPS - 2.13 1.70 1.90 2.00 2.10 2.20 2.30 

Payout Ratio 0.0% 41.0% 44.0% 48.4% 44.4% 43.5% 43.2% 42.7% 

Shares outstanding 9 15 20 20 20 20 20 20 
Source: AJC Research 

Naqi’s revenue increased significantly in FY2020 by 27.6% from FY2019, driven by higher volumetric sales on 

account of capacity expansion and healthy demand for the Company’s products during the pandemic. 

Additionally, higher average selling prices due to revenue mix shift towards retail segments helped the revenue 

growth. The top line growth moderated in FY21 to 5.0%. 

Revenue is expected to grow at 10.2% and 8.3% in FY2022 and FY2023, respectively, primarily due to expected 

continued strong demand for Qatra, introduction of new SKU with capacity expansion in H2-2022 and expected 

higher prices amid high inflation. Thereafter, revenue growth is expected to normalize to 4-5% assuming no 

further expansion. 

Naqi’s GP margin improved from 20.7% in FY2019 to 40.7% in FY21, attributable to higher average selling prices 

due to higher contribution of retail segment and decreased dependence on outsourced facilities (Al Sad and 

Zulal). Going forward, GP margins are expected to be under pressure in FY2022 at 38.4% due to high raw material 

cost, while remain steady in the mid-term between 39-40%, based on the ability shown by the Company 

historically to control costs and our estimated slowdown in raw material cost after FY22. 

Net profit for the Company more than double from SAR35 million to SAR77 million during FY2019-21, recording 

a CAGR of 49.1%. The exponential growth in bottom line was driven by revenue growth and margin expansion. 

Net margin widened from 16.8% in FY2019 to 27.8% in FY2021. Net margin is expected to grow gradually to 

28.6% in FY2026 driven by revenue growth, shifting towards retail segments and steady operating expenses. 
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The Company has very strong ROE at 41.5% in FY2021, which has increased from 29.4% in FY2019. ROE is 

expected to come down to 29.6% in FY2024 and to 24.4% in FY2026. DuPont analysis indicates the reduction 

ROE would be due to 1) decrease in asset turnover from 123% in FY2021 to 79% in FY2026 due to increase in 

assets owing to expansion and higher cash balances and 2) decrease in financial leverage from 122% to 108%, 

as growth in equity is expected to outpace growth in assets. Shareholder’s equity is expected to increase from 

SAR208 million in FY2021 to SAR353 in FY2024 and to SAR473 million in FY2026. Naqi’s ROA stood at 34.1% in 

FY2021 and is expected to come down to 26.8% in FY2024 and 22.7% in FY2026. 

Chart 6: Total Revenue and Growth (in SAR million) 

 

Source: Naqi IPO Prospectus; AJC Research; F-Forecasts 

Chart 7: Margin Trends (%) 

 

Source: Naqi IPO Prospectus; AJC Research; F-Forecasts 
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Table 17: Key Financials and Ratios/Metrics 

YOY Growth (%)  FY19 FY20 FY21 FY22F FY23F FY24F FY25F FY26F 

 Revenue  27.6% 5.0% 10.2% 8.3% 4.7% 4.3% 4.1% 

 Gross Profit   142.3% 8.6% 4.0% 10.9% 5.4% 4.4% 4.7% 

 EBITDA   139.6% 0.7% 9.4% 10.4% 4.6% 3.3% 4.7% 

 EBIT   133.0% -3.8% 1.0% 14.4% 6.7% 5.4% 5.5% 

 EBT   124.2% -1.9% 1.5% 14.9% 7.1% 5.6% 5.6% 

 Net Income    124.1% -0.9% 1.5% 14.9% 7.1% 5.6% 5.6% 

Gross margin 20.7% 39.3% 40.7% 38.4% 39.3% 39.5% 39.6% 39.8% 

 EBITDA margin  19.4% 36.5% 34.9% 34.7% 35.3% 35.3% 35.0% 35.2% 

 EBIT margin  16.8% 30.7% 28.2% 25.8% 27.3% 27.8% 28.1% 28.5% 

 EBT margin  17.2% 30.3% 28.3% 28.5% 28.0% 28.3% 28.6% 29.0% 

 Net profit margin  16.8% 29.5% 27.8% 25.6% 27.2% 27.8% 28.2% 28.6% 

 Asset turnover   1.45 1.52 1.23 1.15 1.07 0.96 0.87 0.79 

 Average Asset to Average equity  1.21 1.23 1.22 1.17 1.14 1.11 1.09 1.08 

 Return on Average Assets   24.4% 44.8% 34.1% 29.3% 29.0% 26.8% 24.6% 22.7% 

 Return on Average Equity   29.4% 55.2% 41.5% 34.4% 33.0% 29.6% 26.7% 24.4% 

Source: Naqi IPO Prospectus; AJC Research; F -Forecasts 

Chart 10: Return on Equity (ROE) and Return on Assets (ROA) 

 

Source: Naqi IPO Prospectus, AJC Research; F-Forecasts 

 The Company has recorded steady ROE over the years 

 ROE for FY2020 stood at 41.5% but is expected to come down to 29.6% in FY2024 and to 24.4% in 

FY2026 due to increase in equity 

o Shareholder’s equity is expected to increase from SAR208 million in FY2021 to SAR353 in 

FY2024 and to SAR473 million in FY2026 

 Naqi’s ROA stood at 34.1% in FY2020 and expected to come down to 22.7%. 
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Balance Sheet highlights 

The Company has strong financial position due to profitable growth that has supported the growth in net worth 

to SAR208 million in FY2021 from SAR118 million. Supported by the Company’s profitability net worth is 

expected to grow at CAGR of 17.8% during FY2021-2026. Naqi has low and manageable debt provides protection 

from rising interest rate scenario. Current debt to equity ratio stands at 0.1x and outstanding debt of the 

Company is expected to be completely repaid by FY2024. Working capital management has ensure growing cash 

balance. Low leverage levels and growing cash balances would support future expansions and dividend 

payments. 

Balance sheet in SAR mn FY19 FY20 FY21 FY22F FY23F FY24F FY25F FY26F 

 Inventory  8 16 23 21 21 21 22 22 

 Account receivables  12 11 22 18 20 21 22 22 

 Due from related parties  1  0 0 0 0 0 0 

 Cash and cash equivalents  8 30 38 57 104 172 247 330 

 Current Assets  29 57 83 96 145 214 291 374 

 Property and equipment  93 127 161 186 186 169 148 128 

 Advance to purchase assets   20 2 2 2 2 2 2 

 Intangible assets  0 1 1 1 1 2 2 2 

CWIP and Right-of-use assets  21 1 1 1 1 0 0 0 

 Non-Current Assets  114 148 165 191 190 173 153 132 

 Total Assets  143 205 248 287 334 386 444 507 

 Current portion of long-term 

debt    4 5 5 5 3   

 Due to related parties  15 3 7 7 7 7 7 7 

 Lease liabilities - current   0 0 0 0 0 0 0 

 Accounts payable  8 12 11 13 14 16 16 17 

 Zakat provision  2 3 2 2 2 2 2 2 

 Current Liabilities  24 22 25 27 28 28 26 26 

 Employees’ end-of-service 

benefits liability  
0 1 2 3 4 5 6 7 

 Long term debt   17 12 7 3    

 Non-Current Liabilities  0 19 15 11 8 6 7 8 

 Total Liabilities  24 41 40 38 36 33 33 34 

 Share capital  85 150 200 200 200 200 200 200 

 Statutory reserve  7 8 8 16 25 34 44 55 

 Retained earnings  26 6 0 33 74 119 167 217 

 Shareholders’ Equity  118 164 208 248 298 353 411 473 

 Total Liabilities and 

Shareholders’ Equity  
143 205 248 287 334 386 444 507 

Source: Naqi IPO Prospectus, AJC Research; F- Forecasts 
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Cash Flow Highlights 

Cash flow from operations has increased to SAR83 million from SAR46 million, an increase of 33.5% from 2019 

to 2021. It is expected to reach to SAR133 million by FY2026. We assume CAPEX to remain high for FY2022-23 

due to the expansion plans announced by the Company. However, CAPEX is assumed remain at low levels after 

that as there are no confirmed plans for further expansions. This provides scope for higher dividend payments 

from FY2024 onwards. 

Cash Flow in SAR mn FY19 FY20 FY21 FY22F FY23F FY24F FY25F FY26F 

Net profit before zakat 36 80 79 80 92 98 104 109 

Adjustments for Depreciation 5 15 18 27 27 26 25 25 

Net cash adjustments:         

EOSB - addition 0 1 2 1 1 1 1 1 

Finance charges  1 1 1 1 0 0 0 

Receivables Provisions  2 -      

Changes in operating assets and liabilities:         

Inventory (2) (8) (6) 3 (2) 0 (1) 0 

Accounts receivable 0 (1) (11) 4 (2) (1) (1) (0) 

Due from related parties 2 1 (0) - - - - - 

Due to related parties 3 (12) 4 - - - - - 

Accounts payable 3 4 (1) 2 1 1 1 1 

Cash generated from operations 47 83 85 116 120 126 129 135 

Zakat paid - (1) (3) (1) (1) (2) (2) (2) 

Employees’ end-of-service benefits paid (0) (0) (0) (0) (0) (0) (0) (0) 

Net cash generated from operating activities 46 83 83 115 118 124 127 133 

CAPEX (68) (28) (34) (52) (26) (9) (5) (5) 

Advanced payments for PPE  (20) (1) - - - - - 

Additions to intangible assets (0) (1) (0) (0) (0) (0) (0) (0) 

Net Cash (Used In) / Generated from Investing Activities (68) (48) (35) (52) (26) (9) (5) (5) 

Proceeds/(Payments) from loans  21 (4) (5) (5) (5) (3) 0  

Financing payments  (0.6) (1.2) (1) (1) (0) (0) 0  

Lease liabilities  (0) (0) 0 0 0 0 0 

The proposed capital increase 40        

Dividends (14) (32) (34) (38) (40) (42) (44) (46) 

Net Cash Used in Financing Activities 26 (12) (39) (44) (45) (47) (47) (46) 

Net increase/(decrease) in cash and cash equivalents 4 22 8 19 47 68 75 82 

Cash and cash equivalents at the beginning of the period 3 8 30 38 57 104 172 247 

Cash and cash equivalents at the end of the period 8 30 38 57 104 172 247 330 

Source: Naqi IPO Prospectus, AJC Research 
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Valuations  

DCF Valuation 

We have arrived at a WACC of 8.6% based on our assumptions of risk-free rate of 3.5%, beta of 0.94 and risk 

premium of 5.4%. Our valuation of Naqi based on DCF with the assumptions yielded a value of SAR 1.90bn (Fair 

value of SAR 94.8/share). 

Table 3: PV Cashflows FY22E FY23E FY24E FY25E FY26E 

EBIT 79 90 97 102 107 

Depreciation & Amortization 27 27 26 25 25 

Change in working capital 7 -0 1 -1 -0 

CFO 114 117 123 125 132 

Capex -52 -26 -9 -5 -5 

FCFF 61 91 114 121 127 

Discounting factor 1.0 0.9 0.8 0.7 0.7 

Present value of FCFF 59 81 93 91 88 
Source: AJC Research 

Table 22: Sum of the PV 411 

Terminal Value 2,129 

PV of terminal value 1,467 

Enterprise Value 1,878 

Cash and cash equivalents 38 

Debt 18 

Employee end of service benefits 2 

FV to common shareholders 1,895 

No outstanding shares (mn) 20 

Fair value per share SAR 94.8 

Source: AJC Research 

Table 18: Sensitivity Analysis 

Terminal growth rate 

 4.4% 4.9% 5.4% 5.9% 6.4% 

1.9% 102.25 94.50 87.85 82.07 77.00 

2.2% 106.88 98.39 91.15 84.90 79.45 

2.5% 112.06 102.69 94.77 87.99 82.11 

2.8% 117.86 107.48 98.77 91.37 85.00 

3.1% 124.43 112.82 103.20 95.09 88.16 

Source: AJC Research 

We have performed the sensitivity analysis of the valuation with respect to Risk premium and Terminal growth 

rate. The outcome of the analysis states that the Company’s value will reach a minimum of SAR 77.00 per share 

at a risk premium of 6.4% and terminal growth rate of 1.9% and a maximum of SAR 124.43 per share at a risk 

premium of 4.4% and terminal growth rate of 3.1%. 
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Relative Valuation 

We valued Naqi using the relative valuation methodology based on the P/E and EV/EBITDA multiples for the year 

FY 2023E. For the peer analysis, we have considered listed companies in the Food and beverage space in Saudi.  

Table 19: Relative Valuation Peers and Multiples 

Company Name EV/EBITDA (FY22E) EV/EBITDA (FY23E) P/E (FY22E) P/E (FY23E) 

Savola 13.0x 11.8x 26.0x 19.7x 

SADAFCO 14.7x 12.4x 24.0x 22.0x 

Almarai 15.6x 14.2x 29.5x 24.7x 

Tanmiah NA NA 16.6x 11.7x 

Halwani Bros 13.7x 12.4x 17.7x 14.7x 

NADEC 10.6x 9.3x NA NA 

Median 14.2x 12.4x 24.0x 19.7x 
Source: AJC Research 

Table 20: EV/EBITDA Valuation (FY23E average) 

All figures in SAR mn, unless specified  

Sector EV/EBITDA 12.4x 

Premium over Peers 5% 

Implicit enterprise value 1,525 

Market value 1,543 

Discounted at RoE 1,338 

Shares (mn) 20 

Relative Value (SAR/share) 66.9 

Source: AJC Research  

Based on FY2023E’s EV/EBITDA median value of peers, 12.4x and a premium of 5% due to better financial 

performance, the value of the Company comes to SAR 66.9 per share. 
Table 21: P/E Valuation (FY23E average) 

All figures in SAR mn, unless specified  

Sector P/E 19.7x 

Premium over Peers 5% 

Market value 1,867 

Discounted at RoE 1,619 

Shares (mn) 20 

Relative Value (SAR/share) 81.0 

Source: AJC Research 

Based on FY2023E’s P/E median value of peers, 19.7x and a premium of 5% due to better financial performance, 

the value of the Company comes to SAR 81.0 per share. 

Table 22: Weighted average valuation 

All figures in SAR, unless specified Fair value Weights Weighted Average 

DCF based value 94.8 50% 47.4 

Relative Valuation - EV/EBITDA 66.9 25% 16.7 

Relative Valuation - P/E 81.0 25% 20.2 

Weighted average Fair Value   84.0 
Source: AJC Research 

We followed the weighted average approach for calculating the final fair value of the Company. We have 

assigned 50% of weightage to the value derived from DCF, 25% to the value derived from EV/EBITDA multiple 

and 25% to the value derived from P/E multiple and arrived at a final value of SAR 84.0 per share. 

The key upside risks to valuation: Higher than expected demand (resulting in higher volumes driven by higher 
operating rates) and higher selling price increases than estimated. The key downside risk to valuation:  Higher 
competition than our estimates impacting volume and price levels, slowdown in overall economic growth 
impacting industry growth and rise in operating costs impacting margins. 
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