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Ma’aden posted a better-than-expected net profit of SAR 761.2mn; above AJC’s
estimate of SAR 682.4mn, due to lower-than-expected zakat & tax, and higher
contribution from joint venture projects. However, revenues were 1.8% below previous
quarter and missed our revenue estimates by 4% due to unscheduled shutdown
of Ammonia Phosphate & Ammonia plants. Gross margin expanded by 252bps to
26.36% from 23.84% in the previous quarter, driven by better price realization on
most products. Heavy demand keeps fertilizer prices strong, as Diammonium
phosphate (DAP) prices traded at the highest level for the first time since Q2-19
due to pick-up in global economic activities. We upgraded our recommendation to
“Overweight” on the stock with revised TP of SAR 62.0/share.

+ SaudiArabian Mining Company’s (Ma’aden) posted netincome of SAR 761.2mn in Q1-21; compared
to SAR 572mn posted in Q4-20 and a net loss of 353mn in Q1-20. Net profit for Q1-21 came above
AJC estimates of SAR 682.4mn. The overall improvement on a quarterly basis is attributed to i)
better product price realization for most of the products except gold, despite decline in volumetric
sales of ammonia phosphate fertilizer and ammonia ii) a noticeable decline in OPEX. The deviation
from our estimates is mainly ascribed to (i) lower-than-expected zakat & tax ii) higher-than-expected
contribution from joint ventures, as share of income from MBCC and SAMAPCO stood at SAR
160mn, as compared to our profit estimate of SAR 93mn.

- Ma’aden reported 1.8%Q/Q decline in revenue for Q1-21 to SAR 5,449mn, below our estimate of
SAR 5,685mn, impacted by lower than expected ammonia phosphate and ammonia sales volume
due to technical issues at MPC. Phosphate and Ammonia sales volume declined by 18.2%Q/Q and
18.5% Q/Q respectively. On quarterly basis, primary aluminum, and gold sales volume stabilized
Q/Q at 256KMT and 96Koz, respectively. DAP and Ammonia average prices stood at USD 371/
tonne (an increase of 6.2%Q/Q) and USD 263/tonne (an increase of 8.7%), respectively. Gold
average prices declined by 3.0%Q/Q to USD 1,843/ounce, but aluminum average prices jumped to
USD 2,039/tonne in Q1-21 from USD 1,998/tonne in Q4-20.

» Gross profit stood at SAR 1,436.4mn, (an increase of 408%Y/Y and 8.6%Q/Q). This is below our
estimate of SAR 1,768mn, which can be ascribed to a lower-than expected gross margin. Gross
margin expanded to 26.36% from 23.84% in Q4-20, but below our estimate of 31.0%. Ma’aden’s
witnessed 10%Q/Q EBITDA increase in Q1-21 to SAR 2.2bn, and the EBITDA margins increased
by 414bps due to lower operating expenses. Operating expenses declined to SAR 349.4mn as
compared to our estimate of SAR 440.9mn and SAR 479.4mn recorded in Q4-20, indicating towards
effective cost control.

AJC View and valuation: Ma’aden delivered strong resultin Q1-21, supported by improved commaodity
prices, strong contribution from joint ventures and a decline in OPEX; resulting in strong bottom line
and margins. However, top line missed our estimates due to unscheduled shutdown after the strong
recovery seen during previous quarter, we believe the company will continue its healthy recovery
from the impact seen during last few quarters amid the pandemic. Furthermore, debt repayment and
restructuring, strategy and low interest rate environment has acted as a key upside trigger for Ma’aden
due to a heavily leveraged balance sheet. Diammonium phosphate (DAP) prices moved up firmly to
an average of USD 371/tonne during Q1-21, traded at the highest level for the first time since Q2-19
due to heavy demand.

Although weaker than expected top line and gross margin due to MPC technical issues, strong
commodity prices and production efficiency are the key mid-term catalyst, We remain positive on
Ma’aden’s long term growth, given the likely positive consequence of raising operating rate of mostly
all plants. This is in addition to the company’s future gold projects in Mansorah & Massarah mine, which
has an estimated production capacity of 250k ounces/annum of gold and is expected to commence
the commercial production by Q2-FY22. Ma’aden is expected to post a net profit of SAR 3,048mn
for FY21, as compared to losses of SAR 209mn in FY20. We value Ma’adan on 50% weight for DCF
(2.8% terminal growth and 7.5% WACC) and EV/EBITDA (11.5x FY25 EBITDA) based on relative
valuation, yielding the target price of SAR 62.0/share, with “Overweight” recommendation.

Results Summary

SARMN | Q120 Q420 Q1-21 ChangeY/Y Changeq/q Deviation fromAJC
(unless specified) Estimates
Revenue 4,355.2 5,549.1 5,449.8 25.1% -1.8% -4.15%
Gross Profit 282.8 1,322.8 1,436.4 408% 8.6% -22.8%
Gross Margin | 6.49% 23.84% 26.36% - - -
EBITDA (119.3) 843.7 1,046.9 NM 24.1% -26.3%

Net Profit (353.3) 571.9 761.2 NM 33.1% 11.6%

EPS (0.29) 046  0.62 - - -

Source: Company Reports, AlJazira Capital *NM: Not meaningful

Overweight
Target Price (SAR) 62.0
Upside / (Downside)* 12.7%
Source: Tadawul *prices as of 2™ of May 2021
Key Financials
SARMN £vig Fy19 FY20 FY21E
(unless specified)
Revenue 14,168 17,736 18,580 21,778
Growth % 21.9% 252% 4.8% 17.2%
Net Income 1,847.9 (739.5) (209.0) 3,047.7
Growth % 158.5% NM NM NM
EPS 158 (0.60) (0.17) 2.48
Source: Company reports, Aljazira Capital
Key Ratios
FY18 FY19 FY20 FY21E
Gross Margin ~ 36.0% 13.0% 13.8% 27.0%
Net Margin 13.0% -4.2% -1.1% 14.0%
EBITDA margin 46.2% 31.1% 30.3% 40.8%
P/E 348 NM (238.5) 228
P/B 2.30x 1.76x 1.65x 2.09x
EV/EBITDA (x) 16.2x 16.9x 15.9 1.4
Source: Company reports, Aljazira Capital
Key Market Data
Market Cap (bn) 69.03
YTD % 41.5%
52 Week (High )/(Low) 60.0/32.1
Shares Outstanding (mn) 1,230.59
Source: Company reports, Aljazira Capital
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Key Financial Data

All figures are in SAR mn; unless specified

2018 2019 2020 2021E 2022E 2023E
Income statement
Sales revenues 14,168 17,736 18,580 21,778 22,281 23,271
YoY sales revenue growth 21.9% 25.2% 4.8% 17.2% 2.3% 4.4%
Cost of sales (8,478) (15,064) (16,013) (15,901) (16,186) (16,726)
Gross profit 5,690 2,672 2,567 5,877 6,095 6,545
Selling, marketing & logistic expenses (566) (641) (510) (454) (465) (486)
General & administration expenses (463) (930) (1,033) (982) (1,005) (1,050)
Exploration expenses (95) (180) (213) (119) (122) (128)
Technical service 3xpenses 46.5 (35.2) - - - -
Operating profit 4,612 886 811 4,321 4,503 4,882
YoY growth in operating profit 88.3% -80.8% -8.5% 433.1% 4.2% 8.4%
Other income/(expenses)-net (3.3) 87.4 (113.1) 49.9 52.0 54.1
Financial charges (1,753) (2,401) (1,662) (1,267) (1,230) (1,204)
Profit before zakat & minority interest 2,855 (1,428) (965) 3,104 3,325 3,732
Income from short-term investments 124 205 72 42 43 43
Share in net loss/gain of jointly controlled entity 144 112 197 552 563 585
Minority interest (398) 789 638 (347) (371) (411)
Zakat (289) 417) (152) (288) (307) (341)
Net income after minority interest 1,847.9 (739.5) (209.0) 3,047.7 3,253.2 3,608.8
YoY growth in net income attributable to the parent company 158.5% -140.0% -71.7% -1558.4% 6.7% 10.9%
Balance sheet
Cash & cash equivalents 5,393 3,605 4,246 8,472 11,695 14,521
Short - term investments 3,557 3,187 1,466 1,467 1,468 1,469
Trade & other receivables 2,436 2,995 2,979 3,491 3,572 3,731
Inventories 4,312 5,759 5,932 6,466 7,048 7,683
Total current assets 15,930 15,803 14,933 20,213 24,107 27,736
Investments in JVs 1,424 1,117 1,027 1,224 1,776 2,339
TAADEN property 10,045 10,045 10,672 10,459 10,250 10,045
Property, plant & equipment 66,482 64,496 61,884 59,200 56,435 53,594
Total non-current assets 82,208 81,855 81,805 76,799 73,238 70,200
Total assets 98,138 97,658 96,737 97,011 97,345 97,936
Projects & other current payable 2,215 3,169 3,847 3,828 3,808 3,789
Accrued expenses 1,909 2,171 2,603 2,638 2,693 2,806
Current portion of long-term borrowing 3,436 2,688 3,105 3,261 3,424 3,595
Total current liabilities 7,897 8,560 10,134 10,311 10,516 10,787
Long-term borrowing 51,404 47,157 45,196 42,091 38,830 35,406
Obligation under lease finance 35 1,364 1,599 1,615 1,632 1,648
Total non-current liabilities 53,547 50,705 49,303 46,232 43,009 39,625
Total liabilities 61,444 59,265 59,437 56,543 53,525 50,412
Share capital 11,685 12,306 12,306 12,306 12,306 12,306
Share premiun 8,391 10,739 10,739 10,739 10,739 10,739
Statutory reserves 1,054 1,054 1,054 1,359 1,684 2,045
Retained earnings 6,772 6,668 6,327 9,070 11,998 15,246
Total shareholders' equity 27,903 30,656 30,252 33,334 36,615 40,247
Non-controlling interest 8,792 7,737 7,048 7,119 7,190 7,262
Total equity 36,694 38,393 37,300 40,453 43,805 47,508
Total liabilities & shareholders' equity 98,138 97,658 96,737 96,996 97,330 97,921
Key ratios analysis
Liquidty ratios
Current ratio (x) 2.0 1.8 1.5 2.0 2.3 2.6
Cash ratio (x) 0.7 0.4 0.4 0.8 11 1.3
Profitability ratios
Gross profit margin 40.2% 15.1% 13.8% 27.0% 27.4% 28.1%
Operating margin 32.6% 5.0% 4.4% 19.8% 20.2% 21.0%
Net profit margin 13.0% -4.2% -1.1% 14.0% 14.6% 15.5%
ROAA 2.93% -1.56% -0.87% 3.52% 3.73% 4.12%
ROAE 7.96% -4.07% -2.24% 8.77% 8.60% 8.80%
EBITDA margin 46.2% 31.1% 30.3% 40.8% 40.9% 41.0%
Leverage ratio
Debt / equity (x) 1.4 1.2 1.2 1.0 0.9 0.7
Market/valuation ratios
EV/revenues (x) 7.8 5.3 4.8 4.7 4.3 3.8
EV/EBITDA (x) 16.8 17.1 15.9 1.4 10.4 9.3
EPS (SAR) 1.50 (0.60) (0.17) 2.48 2.64 2.93
Book value per share (SAR) 22.7 24.9 24.6 271 29.8 32.7
Market price (SAR) * 55.0 441 40.5 56.5 56.5 56.5
Market capitalization (SAR mn) 67,682.5 54,207.5 49,838.9 69,528 69,528 69,528
P/E ratio (x) 36.6 (73.3) (238.5) 22.8 21.4 19.3
P/BV ratio (x) 2.43 1.77 1.65 2.09 1.90 1.73

Source: the company’s report, AlJazira capital
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BROKERAGE AND INVESTMENT
CENTERS DIVISION

Allazira Capital, the investment arm of Bank AlJazira, is a Shariaa Compliant Saudi Closed Joint Stock company and
operating under the regulatory supervision of the Capital Market Authority. AlJazira Capital is licensed to conduct
securities business in all securities business as authorized by CMA, including dealing, managing, arranging, advisory,
and custody. AlJazira Capital is the continuation of a long success story in the Saudi Tadawul market, having occupied
the market leadership position for several years. With an objective to maintain its market leadership position, AlJazira
Capital is expanding its brokerage capabilities to offer further value-added services, brokerage across MENA and
International markets, as well as offering a full suite of securities business.
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1. Overweight: This rating implies that the stock is currently trading at a discount to its 12 months price target.
Stocks rated “Overweight” will typically provide an upside potential of over 10% from the current price levels
over next twelve months.

2. Underweight: This rating implies that the stock is currently trading at a premium to its 12 months price target.
Stocks rated “Underweight” would typically decline by over 10% from the current price levels over next twelve
months.

3. Neutral: The rating implies that the stock is trading in the proximate range of its 12 months price target. Stocks
rated “Neutral” is expected to stagnate within +/- 10% range from the current price levels over next twelve
months.

4.  Suspension of rating or rating on hold (SR/RH): This basically implies suspension of a rating pending further
analysis of a material change in the fundamentals of the company.

RATING
TERMINOLOGY

Disclaimer

The purpose of producing this report is to present a general view on the company/economic sector/economic subject under research, and not to recommend a buy/sell/hold for
any security or any other assets. Based on that, this report does not take into consideration the specific financial position of every investor and/or his/her risk appetite in relation
to investing in the security or any other assets, and hence, may not be suitable for all clients depending on their financial position and their ability and willingness to undertake
risks. It is advised that every potential investor seek professional advice from several sources concerning investment decision and should study the impact of such decisions on
his/her financial/legal/tax position and other concerns before getting into such investments or liquidate them partially or fully. The market of stocks, bonds, macroeconomic or
microeconomic variables are of a volatile nature and could witness sudden changes without any prior warning, therefore, the investor in securities or other assets might face
some unexpected risks and fluctuations. All the information, views and expectations and fair values or target prices contained in this report have been compiled or arrived at by
Al-Jazira Capital from sources believed to be reliable, but Al-Jazira Capital has not independently verified the contents obtained from these sources and such information may be
condensed or incomplete. Accordingly, no representation or warranty, express or implied, is made as to, and no reliance should be placed on the fairness, accuracy, completeness
or correctness of the information and opinions contained in this report. Al-Jazira Capital shall not be liable for any loss as that may arise from the use of this report or its contents
or otherwise arising in connection therewith. The past performance of any investment is not an indicator of future performance. Any financial projections, fair value estimates or
price targets and statements regarding future prospects contained in this document may not be realized. The value of the security or any other assets or the return from them might
increase or decrease. Any change in currency rates may have a positive or negative impact on the value/return on the stock or securities mentioned in the report. The investor might
get an amount less than the amount invested in some cases. Some stocks or securities maybe, by nature, of low volume/trades or may become like that unexpectedly in special
circumstances and this might increase the risk on the investor. Some fees might be levied on some investments in securities. This report has been written by professional employees
in Al-Jazira Capital, and they undertake that neither them, nor their wives or children hold positions directly in any listed shares or securities contained in this report during the
time of publication of this report, however, The authors and/or their wives/children of this document may own securities in funds open to the public that invest in the securities
mentioned in this document as part of a diversified portfolio over which they have no discretion. This report has been produced independently and separately by the Research
Division at Al-Jazira Capital and no party (in-house or outside) who might have interest whether direct or indirect have seen the contents of this report before its publishing, except
for those whom corporate positions allow them to do so, and/or third-party persons/institutions who signed a non-disclosure agreement with Al-Jazira Capital. Funds managed
by Al-Jazira Capital and its subsidiaries for third parties may own the securities that are the subject of this document. Al-Jazira Capital or its subsidiaries may own securities in one
or more of the aforementioned companies, and/or indirectly through funds managed by third parties. The Investment Banking division of Al-Jazira Capital maybe in the process
of soliciting or executing fee earning mandates for companies that is either the subject of this document or is mentioned in this document. One or more of Al-Jazira Capital board
members or executive managers could be also a board member or member of the executive management at the company or companies mentioned in this report, or their associated
companies. No part of this report may be reproduced whether inside or outside the Kingdom of Saudi Arabia without the written permission of Al-Jazira Capital. Persons who
receive this report should make themselves aware, of and adhere to, any such restrictions. By accepting this report, the recipient agrees to be bound by the foregoing limitations.
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