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Target Price: SAR4/share
Current Price: SAR4.2 /share
Downside: -4% (+Div. Yield: 1.3%)
Rating: Neutral

Americana Restaurants International

Resilient performance but priced in

= Rev/store metrics in 1Q23 were resilient vis-a-vis peers and store opening is likely
faster than expected.

= Further, the cost of inventory is expected to ease in 2H23 supporting margins.

=  However we believe the positives are priced in. Our revised TP is SAR4/share with a
Neutral rating.

Restaurants growth: The company’s portfolio grew to 2,228 stores with 49 gross openings in
1Q23 as compared to 33 in 1Q22, a 50% increase. There are around 199 restaurants in the
pipeline, of which about 63 are under construction. This provides visibility of the openings in
the next 2-3 quarters. As per the management, the opening of restaurants is usually back-end
loaded, i.e., a significant number of stores are opened in 2H, and the company is on track to
deliver a net new restaurant opening target of 250 to 300 per annum. Given this, we raise our
estimate for store count by ~5% vs. the previous estimate.

1023 results update: The Company’s revenue rose only 2.1% y/y but this was because of the
partial shift of the holy month of Ramadan to 1Q. LFL grew 1.7% during the quarter; however,
excluding the Ramadan days, it grew 7.5%. However, the key positive despite the decline in net
profit y/y was that the company had outperformed most of its QSRs which de-grew 15-20% at
arev/store level. Net income attributable to shareholders decreased by 19.2% y/y, partially due
to currency devaluation in Egypt and Lebanon.

2023 onwards: We believe Americana’s outperformance is likely due to its diversified portfolio
with multiple power brands enabling them to capture change in fluctuating food habits. As for
2Q23, we expect better growth in terms of top-line (5% y/y vs 2% in 1Q23). In 2H23 we should
see costs improving due to the inventory cycle as materials prices are normalizing after their
peak in 2022. This is likely to lift margins later in the year. We expect expansion to accelerate in
2H reaching 249 for the whole year (lower end of 250-300 store guidance). Given the currency
situation, we are less optimistic on the Egyptian market. We assume 12% and 17% CAGR (from
2022-2025) in revenues and operating profits respectively.

Figure 1: Key financial metrics

Revenue 2,052 2,379 2,523 3,022
Revenue growth 30% 16% 6% 20%
Gross Profit 1,081 1,230 1,300 1,567
Gross Profit margin 52.7% 51.7% 51.5% 51.8%
EBITDA 464 540 522 692
Op. income 243 293 287 401
Net profit 206 263 259 367
Net profit margin 10.1% 11.1% 10.3% 12.1%
EPS (SAR) 2.5 3.1 3.1 4.4
P/E 44.9x 35.3x 35.8x 25.3x

Source: Company, GIB Capital
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1) Kuwait: Hardee’s performance in Kuwait has been under pressure due to restrictions on
expat visas and competitor dynamics. However, as per the management, there seems to
be a pickup in 2Q post-Ramadan.

2) UAE: Pizza Hut UAE performed well and exceeded the company’s expectations during 1Q
in terms of LFL. Also, Hardee’s performance has been robust in UAE.

3) Egypt: The currency devaluation impacted the overall revenue. Egypt’s share of revenue
to the total revenue declined to 7.5% in 1Q23 compared to 11.4% in 1Q22. Further, the
company has decided to pull back on capital deployment, focusing on improving
operations and achieving cost efficiencies.

4) Iraq: Launched KFC and Pizza Hut in Baghdad in April 2023.

Given the healthy performance, the share of power brands to the total
revenue has increased to 94% in 1Q23 as compared to 93% in 1Q22.

1) KFC: Topline grew 3.8% vy/y, supported by 4.2% LFL growth despite Ramadan seasonality.
Also, the stores count increased; there were 14 new openings and two closures.

2) Hardees: Revenue declined 3.7% y/y due to softness in its performance in Kuwait and
Qatar. Recorded 4.5% y/y decline in LFL.

3) Pizza Hut: The topline increased by 4.9% y/y with 1.7% LFL growth. Currently, six stores are
under construction, and have a healthy pipeline of new stores for 2023.

4) Krispy Kreme: Revenue rose 10.6% y/y. LFL (-12.4% y/y) was impacted by KSA performance
(50% of the store count is in KSA), given the competition in the sweet treat and indulgence
category and robust new openings (77 stores — April 22 to March 23).

5) Peet's Coffee: The company opened two coffee shops in Dubai in January 2023. Three
stores are under construction in KSA and are expected to launch in 3Q23.

Figure 2: Power brands performance
Revenue ($m)

1Q23 1Q23 LfL

LfL growth until

Power brands the start of
1Q22 1Q23 growth growth Ramadan
KFC 349 362 +3.8% +4.2%
Hardees 102 99 -3.7% -4.5%
Pizza Hut 64 67 +4.9% +1.7%
Krispy Kreme 22 25 +10.6% -12.4%
Total 578 589 +2.1% +1.7% +7.5%

Source: Company data, GIB Capital

We continue to value using an average of DCF and PE (23x 2024 EPS)
methods which yield us SAR4.2/share and SAR3.9/share respectively. Thereby the average of
SAR4/share is our target price. Key downside risks are further currency devaluation in Egypt
and Lebanon, an increase in competition leading to a decline in pricing, failure to deliver

expansion targets and an increase in inflation.
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This research report has been prepared by GIB Capital, Riyadh, Saudi Arabia. It has been prepared for the general use
of GIB Capital's clients and may not be altered, redistributed, retransmitted or disclosed, in whole or in part, or in any
form or manner, without the express written consent of GIB Capital. Receipt and review of this research document
constitute your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or
information contained in this document prior to public disclosure of such information by GIB Capital. The information
contained was obtained from various public sources believed to be reliable, but we do not guarantee its accuracy. GIB
Capital makes no representations or warranties (express or implied) regarding the data and information provided and
GIB Capital does not represent that the information content of this document is complete, or free from any error, not
misleading, or fit for any particular purpose. This research document provides general information only. Neither the
information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities
or other investment products related to such securities or investments. It is not intended to provide personal
investment advice and it does not take into account the specific investment objectives, financial situation and the
particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other
investment or investment strategies discussed or recommended in this document and should understand that
statements regarding future prospects may not be realized. Investors should note that income from such securities or
other investments, if any, may fluctuate and that the price or value of such securities and investments may rise or fall.
Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain
investments. Accordingly, investors may receive back less than originally invested. GIB Capital or its officers (including
research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or
short positions in securities, warrants, futures, options, derivatives, or other financial instruments. GIB Capital may from
time to time perform investment banking or other services for, solicit investment banking or other business from, any
company mentioned in this research document. GIB Capital and employees, shall not be liable for any direct, indirect
or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in
this research document. Where the report contains or refers to a recommendation about a specific security or securities
service, please note that it may not be suitable for all recipients. Please note that the achievement of any price target
may be impeded by general market and economic trends and other external factors, or if a company's profits or
operating performance exceed or fall short of our expectations. The subjectivity in future expectations is complex and
may miss actual or reported numbers.

This research document and any recommendations contained are subject to change without prior notice. GIB Capital
assumes no responsibility to update the information in this research document. This research document is not directed
to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law, or
which would subject GIB Capital to any registration or licensing requirement within such jurisdiction

The principal activities of GIB Capital are Dealing, Custody, Managing, Arranging and Advising pursuant to the Capital
Market Authority ("CMA") License No. 07078-37.

We use a rating system based on potential upside, 1 year from today, based on our valuation models. For "Overweight"
ratings, the estimated upside is >10%, for "Underweight", the estimated downside is <10%. For returns in between +/-
10%, we have a Neutral rating.

Contact us for queries:

Pritish Devassy, CFA, CPA

Sell Side Research Department,

GIB Capital,

B1, Granada Business & Residential Park,

Eastern Ring Road, PO Box 89589, Riyadh 11692
Pritish.devassy@gibcapital.com | www.gibcapital.com
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