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NADEC - one-off gains

BUY: 12M TP @ 34.30

Upside +11.4%
Valuation Summary (TTM)

Price (SAR) 30.80
PERTTM (x) 27.2
P/Book (x) 27
P/Sales (x) 24
EViSales (x) 23
EVIEBITDA (x) 14.0
Dividend Yield (%) NM
Free Float (%) 58%
Shares O/S (mn) 302
YTD Return (%) 14%
Beta 0.7
(mn) SAR usbD
Market Cap 9,547 2,545
Total Assets 8,641 2,304
Price performance (%) ™ M 12M
NADEC 0% 13% 175%
Tadawul All Share Index 3% 12% 21%
Trading liquidity (,000) ™ M 6M
Avg daily turnover (SAR) 57,494 52,015 35,432
Avg Daily Volume (,000) 1,681 1,744 1,285
52 week High Low CTL*
Price (SAR) 36.05 11.46 176.2
*CTL is % change in CMP to 52wk low
Major shareholders
Saudi Agricultural a 39%
Vanguard Group Inc/T 2.0%
BlackRock Inc 1.0%
Others 58.4%
Other details
Exchange Saudi Arabia
Sector Food
Index weight (%) 0.2%
Key ratios 2021 2022 2023
EPS (SAR) -1.34 0.45 1.00
BVPS (SAR) 562 6.08 11.91
DPS (SAR) 0.00 0.00 0.00
Payout ratio (%) 0% 0% 0%
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36.5 354
N5 304
26.5 251
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NADEC, the food & beverage behemoth of Saudi reported its FY23 revenue at
SAR 3.2bn witnessing a growth of 18.7% YoY, very much in line with our
estimate. The revenue growth was on the back of 18.4% YoY increase in the
dairy & food segment (96.3% of total revenue) to SAR 3bn and 17% YoY surge
in the agriculture segment (3.7% of total revenue) to SAR 117mn in FY23. Dairy
contributed the majority 45.16% to the overall revenue during the year at SAR
1.5bn (+20.9% YoY) on the back of new products and expansion. The long-life
dairy products contributed 26% (SAR 833mn, +33.8% YoY) and the cheese &
butter products contributed 11% (SAR 353.6mn) to the overall revenue during
the year. The fresh juice products selling 36 varieties of fresh juices
contributed 7.4% to the top line at SAR 235mn. The remaining revenue was
contributed by the olive segment (2.15%) and the new addition red meat (4.6%).
The direct cost increased moderately by 6.8% YoY compared to the growth in
revenue leading to a significant rise in the gross profit by 46.4% YoY and
margins expanded from 30% in 2022 to 37% in 2023. While the selling &
marketing expenses and the general & admin expenses increased by 14.6%
YoY and 53.4% YoY respectively in 2023 they were in line with the estimated
levels. The lower operational direct cost led to arise in EBITDA by 52.3% YoY
to SAR 572mn and improvement in EBITDA margins to the highest levels at
17.9% in 2023. During the year NADEC’s other income reached SAR 54mn,
which included revenue from government grants of SAR 19.5mn and reversal
of provision of zakat of SAR 26mn which were one-off gains. Overall, net profit
increased to SAR 302mn (+216% YoY), 30% higher than our estimate of SAR
233mn. The net margins for the year improved by 590bps YoY to 9.4% from
3.5% in the same period last year. The recently completed rights issue has
garnered sufficient capital to invest in new product and improve the current
product pipeline. Based on the current results we retain our 2024 revenue
estimate at SAR 3.7bn, while we believe margins will move higher than
previously expected. We revised our 2024 net profit number upwards to SAR
366mn from SAR 287mn. We had initiated coverage on the stock with a BUY
rating and a target price of SAR 34.30/share which has been achieved. We
retain our BUY rating and target price, which offers an upside of 11.4% from
the current levels.

Key highlights for the year:

e Inthe fourth quarter of 2023, NADEC raised its share capital by SAR 2bn through
a rights issue to fund expansion and improve the financial metrics.

e During the year, NADEC signed many significant MOU’s and agreements - with
Leha Group to produce potato and wheat seeds; with Pure Harvest for the
production of fruit & vegetables using smart technologies; entered the red meat
market with Minerva; agreement with Miracle tree life to provide with high quality
agricultural crops. Besides, the company is associated with SIRC, ELION, Saudi
Food Bank, Agricultural development fund, National Center for Palm and Dates,
Institute of food industries etc.

e Nadec produced 1.5mn liters/day of dairy & juice products in 2023 vs 1.4mn
liters/day in 2022.

e The company’s herd of cows increased to 94 thousand in 2023 from 89 thousand
in the same period last year.
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Expansion to drive revenue from 2025 onwards

Dairy & food segment contributes 96% to topline
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= Elimination of inter segment sales = Agriculture ® Dairy and food

Govt subsidies partially offset raw material costs

Raw material forms 77% of the total direct cost
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Profitability has recovered post covid
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Income statement (in SAR Mn) 2022 2023 2024e 2025e

Revenue 2,303 2,272 2,694 3,197 3,716 4,338 5,054 5,898
Direct Costs -1,577 -1,641 -1,886 -2,013 -2,341 -2,754 -3,260 -3,804
Gross Profit 726 631 808 1,184 1,375 1,583 1,794 2,094
Selling and marketing expenses -545 -484 -488 -560 -669 -781 -910 -1,062
General and administrative expenses -112 -148 -139 -213 -242 -282 -329 -383
Provisions on recievables/other -101 -152 -21 -73 -19 -22 -25 -29
Other Income / (expenses) - net 120 -58 -13 6 -37 -43 -51 -59
EBIT 85 -213 147 345 409 455 480 560
EBITDA 324 -1 375 572 654 716 751 842
Share of results of joint venture - - 3 22 20 20 20 20
Finance costs -44 -32 -49 -76 -44 -49 -55 -61
PBT 41 -245 101 290 385 426 446 519
Zakat -6 -40 -6 -14 -19 -21 -22 -26
Net Profit 36 -285 95 302 366 405 423 493
Balance Sheet (in SAR Mn) 2020 2021 2022 2023 2024e 2025e 2026e 2027e
Property, plant and equipment 1,963 1,810 1,713 1,761 2,840 2,881 2,942 2,991
Right-of-use assets 59 71 56 58 82 100 99 98
Biological assets 625 686 735 728 728 728 728 728
Other non current assets 128 178 203 149 149 149 149 149
Total non-current assets 2,775 2,745 2,707 2,695 3,798 3,858 3,917 3,966
Current inventories 537 452 516 560 656 771 913 1,065
Trade and other current receivables 326 288 371 464 557 651 758 885
Cash and bank balances 69 82 113 835 1,224 1,541 1,877 2,270
Other current assets 169 323 115 57 57 57 57 57
Total current assets 1,101 1,145 1,115 2,415 2,494 3,020 3,605 4,277
TOTAL ASSETS 3,876 3,890 3,822 5,110 6,292 6,878 7,522 8,243
Share capital 1,016 1,016 1,016 3,016 3,016 3,016 3,016 3,016
Reserves 207 210 223 233 233 233 233 233
Retained earnings 255 -30 56 344 709 968 1,229 1,511
Total Equity attributable to shareholders 1,478 1,196 1,295 3,593 3,958 4,217 4,479 4,760
Murabaha loans and borrowings 881 1,150 893 98 100 100 100 100
Lease liabilities 30 45 39 35 40 44 43 41
Employee benefit obligation 166 163 153 148 217 254 296 345
Other non current liabilities 6 5 5 4 4 4 4 4
Total non-current liabilities 1,082 1,364 1,090 284 361 402 442 490
Trade and other current payables 606 714 678 775 936 1,102 1,304 1,522
Murabaha loans and borrowings 610 486 633 279 941 1,060 1,201 1,375
Lease liabilities 33 25 16 18 17 19 18 18
Other current liabilities 67 105 110 78 78 78 78 78
Total current liabilities 1,315 1,330 1,437 1,232 1,972 2,259 2,601 2,992
Total liabilities 2,397 2,694 2,526 1,517 2,334 2,661 3,043 3,483
Total equity and liabilities 3,876 3,890 3,822 5,110 6,292 6,878 7,522 8,243
Cash Flow (in SAR Mn) 2020 2021 2022 2023 2024e 2025e 2026e 2027e
Cash from operations 443 256 452 655 619 665 697 772
Investing cash flow -217 -325 -243 =757 -1,299 -171 -100 -100
Financing cash flow -220 82 -178 825 597 44 61 88
Change in cash 7 13 31 722 390 317 336 393
Beginning cash 62 69 82 113 835 1,224 1,541 1,877
Ending cash 69 82 113 835 1,224 1,541 1,877 2,270
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Ratio Analysis

Per Share

EPS (SAR) 04 -2.8 0.9 1.0 1.2 1.3 14 1.6
BVPS (SAR) 14.5 11.8 12.7 11.9 13.1 14.0 14.8 15.8
DPS (SAR) - - - - 0.5 0.5 0.7 0.8
FCF per share (SAR) 2.2 -0.7 21 -0.3 -2.3 1.6 2.0 2.2
Valuation

Market Cap (SAR Mn) 3,029 3,085 2,075 8,401 9,291 9,291 9,291 9,291
EV (SAR Mn) 4,514 4,710 3,544 7,995 9,164 8,972 8,775 8,554
EBITDA 324 -1 375 572 654 716 751 842
P/E (X) 85.0 -10.8 21.7 27.8 254 229 219 18.8
EV/EBITDA (x) 14.0 - 9.4 14.0 14.0 125 11.7 10.2
Price/Book (x) 2.0 2.6 1.6 2.3 2.3 2.2 2.1 2.0
Dividend Yield (%) 0.0% 1.6% 1.7% 2.3% 2.7%
Price to sales (x) 13 14 0.8 2.6 25 21 18 16
EV to sales (X) 2.0 21 13 25 25 21 1.7 15
Ligiudity

Cash Ratio (X) 0.1 0.1 0.1 0.7 0.6 0.7 0.7 0.8
Current Ratio (X) 0.8 0.9 0.8 2.0 13 13 14 14
Quick Ratio (x) 04 05 04 15 0.9 1.0 1.0 11

Returns Ratio

ROA (%) 0.9% -7.3% 2.5% 5.9% 5.8% 5.9% 5.6% 6.0%
ROE (%) 24% -23.8% 7.4% 8.4% 9.2% 9.6% 9.5% 10.4%
ROCE (%) 1.4% -11.1% 4.0% 7.8% 8.5% 8.8% 8.6% 9.4%
Cash Cycle

Inventory turnover (x) 2.9 3.6 3.7 3.6 3.6 3.6 3.6 3.6
Accounts Payable turnover (x) 2.6 2.3 2.8 2.6 25 25 25 25
Receivables turnover (x) 7.1 7.9 7.3 6.9 6.7 6.7 6.7 6.7
Inventory days 124 101 100 101 102 102 102 102
Payable Days 140 159 131 140 146 146 146 146
Receivables days 52 46 50 53 55 55 55 55
Cash Cycle 36 -12 19 14 11 11 11 11

Profitability Ratio

Net Margins (%) 15% -12.5% 3.5% 9.4% 9.8% 9.3% 8.4% 8.4%
EBITDA Margins (%) 140%  00%  13.9%  17.9%  17.6%  165%  14.9%  14.3%
PBT Margins (%) 1.8% -10.8% 3.8% 9.1%  10.4% 9.8% 8.8% 8.8%
EBIT Margins (%) 3.7%  -9.4% 55%  10.8%  11.0%  10.5% 9.5% 9.5%
Effective Tax Rate (%) 13.8%  -16.2% 5.9% 4.9% 5.0% 5.0% 5.0% 5.0%
Leverage

Total Debt (SAR Mn) 1553 1707 1581 429 1,098 1223 1362 1534
Net Debt (SAR Mn) 1485 1625 1468 -406 -127 -318 -516 -736
Debt/Equity (X) 1.1 1.4 1.2 0.1 0.3 0.3 0.3 0.3

Net Debt/Equity () 1.0 1.4 1.1 0.1 -0.0 0.1 0.1 0.2
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Key contacts

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
w potential between 0% to 10%

Strong Buy Hold Neutral o 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
1010 - 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%

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

10-20%

-10% to 0%

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.



