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Revenue climbs 28% YoY on higher volume and prices, 24% above our estimate
SADAFCO's revenue climbed 28% YoY to SAR 631.3mn in 1Q FY23 (ended June 2022), exceeding our estimate by 24%. The revenue growth was led by an increase in volumes across the categories i.e.,
milk, ice cream, and tomato paste, supported by market share gains. Normalizing market conditions and focusing on overseas geographies aided volume growth. In addition, the company also

resorted to a nominal price hike, which, together with higher volumes lifted the top line.

Operating profit more than doubles YoY, handsomely beating our forecast
Strategies adopted by the company like increasing prices of selected SKUs, focusing on high-margin products, and enhancing production and logistics efficiencies paid off well in managing costs.

SADAFCO succeeded in keeping the increase in its expenses below revenue growth, and as a result, operating profit surged to SAR 89.9mn (+104% YoY; our estimate: SAR 51.9mn).

A sharp rise in finance costs restricts net profit growth
Finance costs increased manifold to SAR 26.3mn vs. about SAR 1.8mn in 1Q FY22. This resulted from a change in the accounting fair value of a put option that is to be exercised by the minority

shareholders of its Polish subsidiary, to sell their remaining 24% stake to SADAFCO. As a result, net profit rose at a relatively lower pace of 48% YoY to SAR 56.3mn (18% beat).

Maintain target price

We maintain our SAR 180.00 target price on SADAFCO post strong June 2022 quarter results. We believe a leading market position in its product categories and focus on efficiency will help the
company to tide over the inflationary pressures on raw material and logistics costs going forward as well.

Income Statement

(SAR mn) 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 1QFY23e YoY (%) QoQ (%) Var (%) Fy21 FY22 YoY (%)
Sales/Revenue 492.4 530.1 519.9 627.9 631.3 508.9 28% 1% 24% 2,105.4 2,170.3 3.1%
Gross Profit (Loss) 150.5 1615 160.1 184.5 202.2 153.0 34% 10% 32% 693.8 656.6 -5.4%
Operating Profit (Loss) 441 59.2 61.8 721 89.9 51.9 104% 25% 73% 285.5 237.2 -16.9%
Net Profit (Loss) after Zakat and tax 38.1 54.1 53.7 614 56.3 47.6 48% -8% 18% 260.6 209.1 -19.8%

Balance Sheet

(SAR mn) 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 1QFY23e YoY (%) QoQ (%) Var (%)

Shareholders' Equity 1,578.0 1,532.4 1,582.6 1,540.2 1,498.4 1,587.8 -5% -3% -6%

Key Ratios

1QFY22 2QFY22 3QFY22 aqFv22" 1QFY23 1QFY23e
Gross Profit Margin 30.6% 30.5% 30.8% 29.4% 32.0% 30.1%
Operating Profit Margin 9.0% 11.2% 11.9% 11.5% 14.2% 10.2%
Net Profit Margin 7.7% 10.2% 10.3% 9.8% 8.9% 9.4%
Return on Equity (RoE) 9.7% 14.1% 13.6% 16.0% 15.0% 12.0%
Annualized EPS (SAR) 4.77 6.76 6.71 7.68 6.93 5.95
BVPS (SAR) 46.10 48.86
TTM P/E (x) 23.4
Current P/BV (x) 35
Source: Fil Tadawul Dit g, U Capital Research

For our earlier report on the sector, please click here.
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Disclaimer: This report has been prepared by Ubhar Capital (U Capital) Research, and is provided for information purposes only. Under no circumstances is it
to be used or considered as an offer to sell or solicitation of any offer to buy. While all reasonable care has been taken to ensure that the information contained
therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be relied upon
as such. The company accepts no responsibility whatsoever for any direct or indirect consequential loss arising from any use of this report or its contents. All
opinions and estimates included in this document constitute U Capital Research team’s judgment as at the date of production of this report, and are subject
to change without notice. This report may not be reproduced, distributed or published by any recipient for any other purpose.
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