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We initiate our coverage on Development Works for Food Co. (DWF), with ‘Overweight’ 
recommendation and a TP of SAR 86.00/share. The company’s sales jumped by 27.4% in 
FY19, mainly due to its massive expansion plan. On the other hand, FY20 is expected to 
show a significant decline in sales, impacted by a significant drop in demand as a result 
of the Coronavirus outbreak and curfew. 

Development Works for Food Co. is based in Riyadh, Saudi Arabia. The core business of the 
company is the establishment of restaurants. DWF owns 5 brands that specialize in food and 
beverages across Saudi Arabia: Juice Time, Quiznos Sub, Mahboob Shawarma, Bait Al-Katakit, 
and Pizza Meshwar. In 2019, DWF acquired the franchise ‘Quiznos Sub’ in KSA, as part of their 
expansion plan. Meanwhile, Juice Time is currently the prime contributor to the company, as 
it represents ~60% share of its revenue. Pizza Meshwar, on the other hand, is a one-branch 
restaurant located in Riyadh that represents less than 1% of the company’s revenue.

Saudi Arabia’s Food & Beverages sector is continuing to attract strong investments: Food & 

Beverages sector remains one of the most attractive for investors, which is contributing to the growth in 

local food consumption, as restaurants & cafes Point of Sale increased to SAR 8.72bn in Q4-19, from 

SAR 5.71bn in Q4-18 (up 52.8% Y/Y). The expansion of organized retailing will continue to strengthen 

internal trade systems, which are expected to contribute to lower overheads and cost savings that can 

be slightly passed on to consumers.

Major impacts on DWC’s operations amid COVID-19 outbreak: On 23rd March 2020, Saudi 

government imposed a partial curfew across the country to curb the spread of the COVID-19 

disease. The government increased the curfew gradually to become a 24-hours curfew in several 

cities including Riyadh, where most of DWF’s operations are located in. Although the curfew was 

partially lifted on those cities during Ramadan, we do not expect a positive impact on the company’s 

operations during the period, as the curfew was lifted from 9am to 5pm, which is during fasting hours. 

However, it remains a positive signal to further eases on the curfew for the upcoming period. The 

Saudi government allowed restaurants to operate through home-delivery applications, which reduced 

the expected impact on the company. We believe these precautions will have a major impact on the 

company’s results for FY20, mostly on the second and third quarter. Thus, we expect the company to 

post sales of SAR 102.04mn for FY20, showing a significant decline of 26.3%Y/Y.

Diversification and affordability concepts could be a potential opportunity: Long-term drivers 

such as franchising the brand name, and focusing expansions outside Riyadh could help the company 

diversify its food and beverage business by adding different product range. This strategy provides 

opportunities to grow, lowering the risk and giving chances to enter new markets. Furthermore, given 

the affordable prices and diverse provided meals, the company’s business could attract unlike society 

classes and multi-age levels. Moreover, Riyadh city currently contributes most of the company’s 

revenues. Given its potential presence in other regions, we believe there is a huge potential for the 

company to increase contribution from outside its core area by franchising its brand name. On the 

other hand, food and beverage sector has a very competitive and organized environment in Riyadh 

city, this required regional players to improve their quality and services. However, we remain optimistic 

on the company’s core business due to the management’s experience of more than 10 years in the 

local market and high level of supervision on its outlets.

Overweight  

Target Price (SAR) 86.00
Upside / (Downside)* 34.8%

Source: Tadawul *prices as of 3rd of May 2020

Key Financials

SARmn 
(unless specified) FY18 FY19 FY20E

Revenue 108.66 138.44 102.04
Growth % 31.9% 27.4% (26.3%)
Gross Profit 14.94 19.52 7.83
Net Profit 7.74 8.30 (3.71)
EPS* 3.10 3.32 (1.48)
Source: Company reports, Aljazira Capital *After capital raise

Key Ratios
FY18 FY19 FY20E

Gross Margin 13.7% 14.1% 7.7%
Net Margin 7.1% 6.0% -3.6%
P/E 10.66x 23.75x NEG
P/B 2.72x 5.11x 5.15x
EV/EBITDA 9.43x 15.41x 43.41x
ROA 10.4% 5.9% -2.6%
ROE 25.6% 21.5% -10.6%
Source: Company reports, Aljazira Capital

Shareholders Pattern
Al Ofok Analytical for Commercial Services Co. 9.68%
Abdulrahman Nasser Zayed Al Asmari 9.24%
Ashri Saad Al-Ashri 8.00%
Saad Sinaitan Ashry Al-Hudaib 6.00%
Source: Tadawul, Aljazira Capital 

Key Market Data
Market Cap (mn) 159.50
YTD% -19.4%
52 week (High)/(Low) 87.20/35.55
Share Outstanding (mn) 2.5
Source: Company reports, Aljazira Capital
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A 26.3% decline in sales is expected for FY20, affected by weak demand due to the spread of COVID-19 and curfew: DWF posted sales 
of SAR 138.44mn in FY19 compared to SAR 108.66mn in FY18, (up 27.4%), the growth is mainly ascribed to the increase in number of branches 
as part of their expansion strategy to reach 110 branches by the year 2021. However, in FY20, we expect the company to post sales of SAR 
102.04mn, showing a significant decline of 26.3%Y/Y, due to the precautionary measures taken by Saudi government in controlling the spread 
of COVID-19, which started taking place in late Q1-20. Moreover, the government has been increasing these measures by applying a 24 hours 
curfew in several cities including Riyadh, where most of DWF’s operations are located in.

Expansions for the past five years significantly affected DWF’s margins: In spite of the significant jumps in sales, margins do not seem to 
follow the trend, as FY19 recorded gross margin of 14.1%, compared to 42.8% in FY15, which can be ascribed to the costs associated with the 
major expansions the company have been witnessing through the years, which put more weight on DWF’s margins. It comes to the company’s 
role in controlling costs to maintain higher margins. We remain optimistic that margins will start improving from FY21 going forward, as FY20 is 
going to be a difficult year for the company. We expect GP margins for FY21 & FY22 to stand at 14.6% and 15.1%, respectively. 

Cash flows do not tell a dividend story in FY20/21: We expect the company to generate operating cash flows that is barely enough to cover 
the CAPEX plans. DWF posted negative FCF for the past 4 years due to its expansions during the period, where it stood at SAR -1.04mn in 
FY19, showing a significant improvement from SAR -17.81mn in FY18. We do not expect FCF to shift to the positive side for FY20 and FY21, due 
to the significant impact on its OCF caused by the spread of COVID-19. We expect OCF for FY20 and FY21 to stand at SAR 9.99mn and SAR 
12.28mn, and CAPEX at SAR 10.41mn and SAR 18.30mn, respectively. The company intends to pay outstanding dues, as it posted net debt of 
SAR 32.56mn in FY19, along with its cost of strategic expansion plan in the coming few years, which means no dividend payment is expected 
during next two years. The company has not yet paid dividends since IPO in 2016 due to expansion-related investments. Furthermore, we believe 
the company wouldn’t be able to pay dividends in FY20/21 due to the debt repayment schedule and investment strategy. 

Transferring to the main market is a key driver in the stock’s growth: In late 2019, CMA eased the regulations on transferring a listing from 
Nomu to the main market, setting the minimum average market value for the past 6 months at SAR 200mn, where several companies have 
already transferred to the main market. Even though DWF have not yet reached that number, it remains a major opportunity for the stock gain 
more liquidity.
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Valuation Table 2019 2020 2021 2022 2023 2024

FCF  (1.04)  (0.41)  (6.03)  (1.97)  13.55  20.56 

Terminal Value  313.27 

No of Year  -   0.83  1.83  2.83  3.83  4.83 

Discount Factor  1.00  0.95  0.89  0.83  0.78  0.73 

Present Value  (1.04)  (0.39)  (5.36)  (1.65)  10.61  15.10 

PV of Terminal Value  229.98 

Sum of FCF  248.28 

Net Debt  (33.36)

 214.93 

TP  86.0 

Valuation Metrics: Our DCF based valuation methodology is based on 5-year explicit cash flows to reduce the sensitivity of our valuation to 
terminal value with the following key assumptions:

• Terminal growth rate is taken at 2.0%.

• Beta of 0.926 (Bloomberg). 

• Risk free rate is taken at 2.0%. 

• KSA total market risk is taken at 9.2%. 

• Capital Assets Pricing Model (CAPM) is used to calculate cost of equity at 8.7%.

• Cost of debt is taken at 4.5%.

• Weighted average cost of capital (WACC) is calculated at 6.6%.

Based on our valuations, we initiate our coverage on Development Works for Food Co. with ‘Overweight’ recommendation and a TP of SAR 
86.00/share.
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“Amount in SARmn, 
unless otherwise specified”

FY13 FY14 FY15 FY16* FY17** FY18 FY19 FY20E FY21E FY22E

Income Statement 

Revenues 12.7 29.7 34.7 34.9 82.4 108.7 138.4 102.0 185.8 223.6 

Y/Y 330.3% 134.5% 16.8% 0.8% 135.9% 31.9% 27.4% -26.3% 82.1% 20.4%

Cost of Sales (7.8) (18.1) (19.8) (27.0) (67.7) (93.7) (118.9) (94.2) (158.7) (189.8)

Gross Income 4.9 11.6 14.8 8.0 14.7 14.9 19.5 7.8 27.1 33.8 

Operating Expenses (8.4) (10.9) (9.2) (2.6) (6.9) (9.3) (12.9) (12.6) (16.7) (19.7)

Income from Operations (3.5) 0.8 5.7 5.3 7.9 5.7 6.6 (4.7) 10.4 14.1 

Y/Y - - 643.4% -5.7% 47.8% -27.8% 16.9% - - 35.4%

Zakat 0.0 (0.1) (0.2) (0.1) (0.4) (0.2) (0.3) (0.3) (0.4) (0.5)

Net Income for the Period (3.4) 1.0 5.8 5.3 7.9 7.7 8.3 (3.7) 11.8 15.3 

Y/Y - - 473.3% -8.5% 48.9% -1.9% 7.3% - - 29.6%

Balance Sheet 

Assets

Cash and Cash Equivalent 0.6 2.1 2.6 3.0 3.1 3.3 2.1 1.5 3.2 6.1 

Other current assets 1.6 1.4 3.9 6.0 16.4 24.3 25.6 18.8 33.9 40.8 

Property, Plant & Equipment 7.4 5.8 6.1 14.2 28.6 46.5 55.9 56.7 64.2 76.8 

Other non-current assets - - - - - - 57.8 63.6 71.2 82.5 

Total Assets 9.5 9.3 12.6 23.2 48.0 74.1 141.5 140.5 172.5 206.3 

Liabilities & owners' equity

Total current liabilities 9.2 1.3 0.9 2.8 9.5 10.6 31.7 33.7 41.7 49.2 

Total non-current liabilities 0.2 0.4 4.8 5.8 17.0 33.3 71.2 71.9 84.1 95.1 

Paid-up capital 0.1 0.1 0.1 12.5 12.5 12.5 12.5 25.0 25.0 25.0 

Statutory reserves 0.0 0.1 0.1 0.1 0.8 1.6 2.4 2.1 3.3 4.8 

Retained earnings 0.0 1.0 6.8 1.1 8.2 16.2 23.7 7.8 18.4 32.2 

Total equity 0.1 7.7 6.9 14.5 21.5 30.3 38.6 34.9 46.7 62.0 

Total equity & liabilities 9.5 9.3 12.6 23.2 48.0 74.1 141.5 140.5 172.5 206.3 

Key Fundamental Ratios

Liquidity Ratio

Current Ratio (x) 0.2 2.7 7.2 3.2 2.0 2.6 1.6 1.1 1.5 1.6

Quick Ratio (x) 0.2 2.2 6.2 2.7 1.5 1.9 1.0 0.8 1.1 1.2

Profitability 

Gross Margins 38.7% 39.1% 42.8% 22.8% 17.9% 13.7% 14.1% 7.7% 14.6% 15.1%

Operating Margins -27.5% 2.6% 16.3% 15.3% 9.6% 5.2% 4.8% -4.6% 5.6% 6.3%

Net Margins -27.2% 3.4% 16.7% 15.2% 9.6% 7.1% 6.0% -3.6% 6.4% 6.9%

ROA -36.1% 10.8% 46.1% 22.9% 16.4% 10.4% 5.9% -2.6% 6.9% 7.4%

ROE -3440.0% 13.2% 83.9% 36.5% 36.7% 25.6% 21.5% -10.6% 25.3% 24.7%

Leverage Ratios 

Debt/Equity 0.0 0.0 0.0 0.5 0.7 1.1 0.9 1.0 0.9 0.7

Debt/Capital 0.0 0.0 0.0 0.5 1.3 2.7 2.8 1.4 1.7 1.9

Debt/Assets 0.0% 0.0% 0.0% 29.5% 33.3% 45.0% 24.5% 24.8% 24.0% 22.5%

Valuations 

EV/EBITDA (x) - - - - 8.8 9.4 15.4 43.4 10.3 8.3

EPS (SAR) -1.38 0.41 2.31 2.12 3.16 3.10 3.32 -1.48 4.73 6.13

BVPS (SAR) 0.04 3.07 2.76 5.81 8.60 12.12 15.44 13.95 18.68 24.81

Dividend Yield - - - - - - - - - -

PE (x) - - - - 11.1 10.7 23.8 NEG 15.2 11.7

PB (x) - - - - 4.1 2.7 5.1 5.2 3.8 2.9

Key Financial Data

*For the period from 1st Jan 2016 to 8th Nov 2016
** For the period from 8th Nov 2016 to 31st Dec 2017
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Disclaimer 

AlJazira 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. 

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. 

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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