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Herfy Food Services
24 August 2025

Food retail

Herfy Food Services — marginal respite from loss

BUY: 12M TP @ 26
Upside +10.7%

Valuation Summary (TTM)

Price (SAR) 23.49
PER TTM (x) NM
P/Book (x) 17
P/Sales (x) 14
EViSales (x) 19
EV/EBITDA (x) 108
Dividend Yield (%) 0.0
Free Float (%) 35%
Shares O/S (mn) 65
YTD Return (%) -6%
Beta 14
(mn) SAR UsD
Market Cap 1,523 406
Enterprise value 1,947 526
Price performance (%) ™ 3M 12M
Herfy Food Senvices Co 2% -1% -4%
Tadawul All Share Index -1% -5% -9%
Trading liquidity (,000) ™ 3M 6M
Avg daily turnover (SAR ,000) 7,866 5,904 6,663
Avg Daily Volume (,000) 249 255 289
52 week High Low CTL*
Price (SAR) 29.70 1800 308
*CTL is % change in CMP to 52wk low

Major shareholders

Savola Group/The 49.0%
Al Saeed Khalid Ahme 15.3%
Blackrock Inc 0.8%
Others 34.9%
Other details

Exchange Saudi Arabia
Sector Food Retail
Index weight (%) 0.0%
Key ratios 2022 2023 2024
EPS (SAR) 0.05 013 -1.80
BVPS (SAR) 16.34 15.88 1430
DPS (SAR) 0.50 000 0.00

Payout ratio (%) 912% 0%
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Herfy reported consolidated revenue of SAR 285mn in 2Q25, broadly
in line with our estimates but down 5.5% YoY. Core restaurant revenue
remained relatively stable at SAR 226mn (-4.8% YoY), while meat
factory sales grew modestly by 2.6% YoY. In contrast, bakery sales
declined sharply by 13.9% YoY. The restaurant segment contributed
72% of total revenue, remaining the primary growth driver. However,
competition and ongoing restructuring have weighed on performance
in recent years. In response, management is focusing on smaller-
format stores and strengthening online sales channels to align with
evolving consumer trends. During 1H25 the company reported revenue
to the tune of SAR 553mn (-6.3% YoY).

Gross profit margin improved to 26.9% (vs 21.8% in 2Q24) in the quarter,
driving a 16.6% YoY increase in gross profit. Herfy is among the few food
producers with a fully integrated supply chain, manufacturing all key
ingredients in-house. This vertical integration provides a buffer against
seasonal raw material price fluctuations. Management also demonstrated
prudent cost control during the quarter, enabling a return to operating
profitability after four consecutive quarters of losses. Operating profit
reached SAR 9mn in 2Q25, compared with a loss of SAR 5mn in the prior-
year quarter. EBITDA margin stood at a healthy 18%, with EBITDA up 36.1%
YoY. Finance costs remained broadly stable, while tax provisions were
significantly lower, resulting in a net profit of SAR 1mn. This marks a break
from the loss-making trend of the past four quarters. During 1H25 the
company reported net loss of SAR 18mn (vs net loss of SAR 23mn in 1H24).

We remain optimistic that Herfy can achieve our 2025 revenue estimate of
SAR 1bn, supported by the steady topline run rate. In addition, we now
expect an improvement in the bottom line, revising our forecasted loss to
SAR 26mn from SAR 61mn. Although the current quarter reflects margin
improvement and a partial recovery, a consistent profitability trend has yet
to be established. We will continue to monitor performance closely and
anticipate a financial turnaround in the coming quarters. Based on stronger-
than-expected results, we raise our target price to SAR 26 per share,
implying an upside of 10.6% from current levels, and provide a BUY rating.

Outlook and recommendation: Herfy is a leading QSR brand in Saudi
Arabia and remains one of the most recognized names in the sector.
However, the company has been losing market share since COVID-19, as
shifts in industry dynamics have challenged its position. Large-format stores
have become increasingly unprofitable, while internal supply chain
inefficiencies have pressured margins. Despite these hurdles, we remain
optimistic given the company’s resilient topline performance. We expect
positive structural changes that could enhance agility and allow Herfy to
leverage its loyal customer base and long-established brand equity. The
marginal profit reported in 2Q25 may signal the beginning of a turnaround,
though we maintain a cautiously optimistic outlook.
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Income Statement (In SAR mn) 2021 2022 2023 2024  2025e 2026e 2027e 2028e
Revenue 1,319 1,244 1,174 1,125 1,087 1,170 1,280 1,400
Direct Costs -901 -937 -889 -908 -815 -878 -960  -1,050
Gross profit 418 307 284 217 271 293 320 350
Selling and distribution expenses -167 -184 -188 -208 -207 -204 -209 -229
General and administrative expenses -69 -73 -68 -74 -66 -59 -64 -70
Other income (Net) 11 -9 12 11 7 12 13 14
Operating profit 193 41 43 -66 6 42 60 65
EBITDA 355 210 218 110 435 216 244 260
Finance costs -41 -37 -32 -35 -32 -36 -34 -31
Profit before tax (PBT) 152 4 11 -102 -26 6 26 34
Income tax and Zakat -1 -0 -3 -15 -1 -0 -1 -2
Net profit (PAT) 152 4 8 -117 -26 5 25 32
Balance Sheet (in SAR mn) 2024 2025e 2026e  2027e

Property, plant and equipment 978 864 831 761 688 639 591 545
Right of use assets 606 573 549 501 494 481 473 460
Intangible assets 9 13 13 10 10 10 10 10
Other non-current assets 35 147 162 159 158 158 158 158
Non-current assets 1,628 1,597 1,555 1,431 1,349 1,288 1,232 1,172
Inventories 135 178 149 123 114 114 125 136
Trade and other receivables 205 177 187 154 185 176 192 210
Net investment in finance lease 1 1 1 1 1 1 1 1
Investments at FVTPL 1 21 - - - - - -
Cash and cash equivalents 30 21 15 10 27 43 46 106
Current assets 372 398 352 287 327 334 364 454
ASSETS 2,000 1,995 1,907 1,718 1,677 1,622 1,596 1,626
Share capital 647 647 647 647 647 647 647 647
Statutory reserve 102 102 - - - - - -
Retained earnings 295 308 387 278 252 257 282 314
EQUITY 1,044 1,057 1,033 925 899 904 929 961
Long term borrowings 15 - - - - - - -
Lease liabilities 573 554 515 454 414 385 358 333
Employee defined benefits 102 97 99 78 73 70 77 84
Non-current liabilities 690 651 614 531 487 455 435 417
Long term borrowings -current 15 16 15 - - - - -
Lease liabilities 46 31 47 69 41 38 35 33
Trade and other payables 196 235 194 182 245 219 192 210
Zakat payable 9 5 2 10 5 5 5 5
Current liabilities 266 287 259 261 291 262 232 248
LIABILITIES 956 938 873 793 778 718 667 665
EQUITY AND LIABILITIES 2,000 1,995 1,907 1,718 1,677 1,622 1,596 1,626
Cash Flow (In SAR mn) 2023 2024 2025e 2026e  2027e

Cash from operations 264 250 190 135 205 196 185 244
Investing cash flow -76 -129 -46 -16 -7 -33 -24 -28
Financing cash flow -286 -130 -150 -125 -181 -147 -158 -156
Change in cash -89 -9 -6 -5 17 16 3 60
Beginning cash 119 30 21 15 10 27 43 46
Ending cash 30 21 15 10 27 43 46 106
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Ratio Analysis 2023 2024  2025e

Per Share

EPS (SAR) 2.35 0.05 0.13 -1.80 -0.40 0.08 0.38 0.50
BVPS (SAR) 16.14  16.34 1598 14.30 13.90 13.98 14.36 14.86
DPS (SAR) - 0.50 - - - - - 0.15
FCF per share (SAR) 2.91 1.87 2.23 1.85 3.07 2.53 2.49 3.34
Valuation

Market Cap (SAR mn) 4,036 2,225 2,096 1,623 1,519 1,519 1,519 1,519
EV (SAR mn) 4655 2,805 2,658 2,136 1,947 1,899 1,866 1,779
EBITDA 355 210 218 110 178 216 244 260
P/E (x) 27 627 250 -14 -58 288 62 47
EV/EBITDA (x) 13.1 13.4 12.2 19.5 10.9 8.8 7.7 6.8
Price/Book (x) 3.9 21 2.0 1.8 1.7 1.7 1.6 1.6
Dividend Yield (%) 0.0% 1.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.6%
Price to sales (x) 3.1 1.8 1.8 1.4 1.4 1.3 1.2 1.1
EV to sales (x) 3.5 23 23 1.9 1.8 1.6 1.5 1.3
Liqgiudity

Cash Ratio (x) 0.1 0.1 0.1 0.0 0.1 0.2 0.2 0.4
Current Ratio (x) 1.4 1.4 1.4 1.1 1.1 1.3 1.6 1.8
Quick Ratio (x) 0.9 0.8 0.8 0.6 0.7 0.8 1.0 1.3
Returns Ratio

ROA (%) 7.6% 0.2% 0.4% -6.8% -1.6% 0.3% 1.5% 2.0%
ROE (%) 14.5% 0.3% 0.8% -12.6% -2.9% 0.6% 2.6% 3.3%
ROCE (%) 8.8% 0.2% 0.5% -8.0% -1.9% 0.4% 1.8% 2.3%
Cash Cycle

Inventory turnover (x) 6.7 5.3 6.0 7.4 71 7.7 7.7 7.7
Accounts Payable turnover (x) 4.6 4.0 4.6 5.0 3.3 4.0 5.0 5.0
Receivables turnover (x) 6.4 7.0 6.3 7.3 5.9 6.7 6.7 6.7
Inventory days 55 69 61 49 51 47 47 47
Payable Days 79 92 80 73 110 91 73 73
Receivables days 57 52 58 50 62 55 55 55
Cash Cycle 32 30 39 26 4 11 29 29
Profitability Ratio

Net Margins (%) 11.5% 0.3% 0.7% -10.4% -2.4% 0.5% 1.9% 2.3%
EBITDA Margins (%) 26.9% 16.9% 18.6% 9.7% 16.4% 18.5% 19.1% 18.6%
PBT Margins (%) 11.6% 0.3% 1.0% -9.0% -2.4% 0.5% 2.0% 2.4%
EBIT Margins (%) 14.7% 3.3% 3.7% -5.9% 0.6% 3.6% 4.7% 4.7%
Effective Tax Rate (%) 0.4% 48% 25.7% 14.7% -2.3% 5.0% 5.0% 5.0%
Leverage

Total Debt (SAR mn) 649 601 578 522 455 423 393 366
Net Debt (SAR mn) 619 580 563 513 427 379 347 260
Debt/Equity (x) 0.6 0.6 0.6 0.6 0.5 0.5 0.4 0.4

Net Debt/Equity (x) 0.6 0.5 0.5 0.6 0.5 0.4 0.4 0.3
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Research Team

Joice Mathew Manna Thomas ACCA Contact Address

Sr. Manager - Research Research Associate P. O Box: 2566; P C 112
E-Mail: joice@usoman.com Email: manna.t@usoman.com Sultanate of Oman

Tel: +968 2476 3311 Tel: +968 2476 3347 Tel: +968 2476 3300

Rating Criteria and Definitions

Rating Rating Definitions

Strong Buy This recommendation is used for stocks whose current market price
offers a deep discount to our 12-Month target price and has an

>20% upside potential in excess of 20%
Buy This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside

potential between 10% to 20%

0%-10% Hold This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside

10-20%

: ‘ potential between 0% to 10%

Strong Buy Hold Neutral g Neutral This recommendation is used for stocks whose current market price
Buy offers a premium to our 12-Month target price and has a downside
side potential between 0% to -10%

Sell This recommendation is used for stocks whose current market price
offers a premium to our 12-Month target price and has a downside
10to - side potential between -10% to -20%
20%% Strong Sell  This recommendation is used for stocks whose current market price
offers a premium to our 12-Month target price and has a downside
>-20% side potential in excess of 20%

-10% to 0%

Not rated This recommendation used for stocks which does not form part of
Coverage Universe

Disclaimer

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to
any other person. Persons into whose possession this document may come are required to observe these restrictions. Opinion expressed is our
current opinion as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this
document. While we endeavor to update on a reasonable basis the information discussed in this material, United Securities, its subsidiaries and
associated companies, their directors and employees are under no obligation to update or keep the information current. Also, there may be regulatory,
compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are
not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions
that are inconsistent with the recommendations expressed herein. The information in this document has been printed on the basis of publicly available
information, internal data and other reliable sources believed to be true and are for general guidance only. While every effort is made to ensure the
accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the
information. No one can use the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should
make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to
in this document (including the merits and risks involved), and should consult their own advisors to determine the merits and risks of such an
investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance.
United Securities LLC, and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have
long or short positions in, and buy or sell the securities of the companies mentioned herein or engage in any other transaction involving such
securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect to company/ies mentioned
herein or inconsistent with any recommendation and related information and opinions. United Securities LLC and affiliates may seek to provide or
have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.



