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RESULT ANALYSIS

Q3 2023

Lower margins impacted profitability

Almarai reported a weak set of Q3 23 results. Net income increased by 5.0% yoy (-
12.7% qoq) to SAR486mn, but was lower than the SNB Capital and consensus
estimates of SAR579mn and SAR608mn, respectively. Revenues increased by 0.6%
yoy (+0.1% qoq) to SAR4.80bn and were broadly in-line with our estimates. The
deviation primarily came from lower than expected gross margins, which declined by
58bps yoy (-207bps qoq) to 30.6%, lower than our estimates of 32.9%. This is the
lowest Q3 gross margin on record.

e Revenues grew marginally by 0.6% yoy (+0.1% qoq) to SAR4.80bn and were
broadly in-line with our estimates of SAR4.93bn. The growth was primarily driven
by the poultry segment’s expansion. Growth in Dairy and Bakery segments also
supported the growth, driven by “back to school” season. However, the impact was
partially diluted by lower sales of external alfalfa.

e Gross profitdecreased by 1.3%yoy (-6.2% qoq) to SAR1.47bnand was lower than
our estimates of SAR1.62bn. Accordingly, gross margins came in at 30.6%, lower
than our estimates of 32.9%and 31.2%in Q3 22 and 32.7%in Q2 23. We believe
the weakness in margins is a major surprise as the ease in international commodity
prices was expected to support margins (similar to Q2 23). We note that this is
lowest Q3 margins on record.

e As a read across, we believe the weakness in margins will be a common theme in
the sectorin Q3 23, as increased competition will impact the pricing power of the
segment.

e Net operating expenses came in at SAR826mn, lower than our estimates of
SARB89mn. Opex-to-sales stood at 17.2% vs our estimates of 18.0% and lower
than 19.1%in Q322 and 17.7%in Q2 23. The decreaseis due to the costcontrol
measures.

e Net non-opex stood at SAR158mn, in-line with our estimate of SAR154mn. Itis
higher than SAR116mn in Q3 22, but marginally lower than SAR161mnin Q2 23.
We believe the yoy increase is mainly due to higher interest expenses on higher
SAIBORrates.

e Segment wise, Dairy & Juice Category profit decreased yoy due to devaluation of
Egyptian currency, higher marketing expense and delayed phasing of commodity
costinflation. Bakery segment profit increased yoy driven by higher volumes while
poultry segment expansion supported the earnings growth of the segment.

Outlook

Based on our latest update, we are Neutral on Almarai with a PT of SAR65.3. We
believe the ongoing expansion in the poultry segment and improved debt profile are
the key positives of the stock. However, the weakness in margins is a main concern.
The stock trades at 2023fand 2024fP/Eof 29.0x and 25.0x vs its 5-years historical
average of 30.8x.
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Q323 Q322 % yoy Q323f %Var® Q223 % qoq
Revenue 4797 4,769 0.6% 4,930 2.7)% 4,792 0.1%
Gross income 1469 1,489 1.3)% 1,622 (9.4)% 1,567 (6.2)%
Gross margin (%)  306%  31.2% (0.6)% 32.9% (6.9)% 32.7% 2.1)%
EBIT 644 579 11.2% 733 (121)% 719 (103)%
EBIT margin (%)  1342% 12.14% 13%  1487% (9.7)% 15.0% (1.6)%
Net income 486 463 5.0% 579  (16.0)% 557 (12.7)%
Net margin (%) 101% 9.7% 0.4% 11.7%  (1.60)% 43% 5.84%
EPS (SAR) 0.49 0.46 5.0% 058  (16.0)% 056  (12.7)%

Source: The Company, SNB Capital Research, * % Var indicates variance from SNB Capital forecasts
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NEUTRAL: Target price represents a change in the share price between -10% and +15% in the next 12 months

UNDERWEIGHT: Target price represents a fall in share price exceeding 10% in the next 12 months

PRICE TARGET: Analysts set share price targets for individual companies based on a 12 month horizon. These share price targets are subject toa

range of company specific and market risks. Target prices are based on a methodology chosen by the analyst as the best predic tor
of the share price over the 12 month horizon

Other Definitions

NR: Not Rated. The investment rating has been suspended temporarily. Such suspension is in compliance with applicable regulations and/or in
circumstances when SNB Capital is acting in an advisory capacity in a merger
or strategic transaction involving the company and in certain other situations

CS:  Coverage Suspended. SNB Capital has suspended coverage of this company

NC:  Not covered. SNB Capital does not cover this company
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by the foregoing limitations.
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This research is prepared by SNB Capital, with headquarters in Riyadh, Saudi Arabia. SNB Capital is authorized to engage in securities activities according to
its domestic legislation. This research is not a product of Tellimer Markets, Inc., a U.S. registered broker-dealer. SNB Capital has sole control over the contents
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SNB Capital is the employer of the research analyst(s) responsible for the content of this report and research analysts preparing this report are resident
outside the U.S. and are not associated persons of any U.S. regulated broker-dealer. The analyst whose name appears in this research report is not registered
or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA") and may not be an associated person of Tellimer Markets, Inc.
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and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading
securities held by a research analyst account.

Tellimer Markets, Inc. or its affiliates has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not
received compensation for investment banking services from the subject company in the past 12 months, and does not expect to receive orintend to seek
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publication of this report. As of the publication of this report, Tellimer Markets, Inc. does not make a market in the subject securities.
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Tellimer is a registered trade mark of Exotix Partners LLP. Exotix Partners LLP and its subsidiaries (“Tellimer”) provide specialist investment banking services
to trading professionals in the wholesale markets. Tellimer draws together liquidity and matches buyers and sellers so that deals can be executed by its
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Disclaimers

Tellimer and/or its members, directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal
or agent of the securities referred to herein. Tellimer may rely oninformation barriers, such as “Chinese Walls" to control the flow of information within the
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