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Key themes & implications 

Savola delivered a strong set of results in Q2 2014, 
beating our as well as consensus estimates. We 
have revised our estimates on the company taking 
into account the robust H1 2014 performance and 
other developments (selling its Kazakhstan edible 
oil business etc.). We have also changed our cost 
of equity assumption and revised our target price 
on Savola upward. The company announced it is in 
talks to acquire Kuwait Food Company. The stock 
has run up sharply and is looking a little expensive 
at the current valuations.  

 

Share information 

Market cap (SAR/US$) 45.51bn / 12.14bn 

52-week range 49.80 - 85.23 

Daily avg volume (US$) 474.5mn 

Shares outstanding 534.0mn 

Free float (est) 60% 

 
Performance 1M 3M 12M 

Absolute 20.9% 21.6% 55% 

Relative to index 13.5% 14.8% 26.1% 

 

Major Shareholder: 

Mohammed Ibrahim Alisa 11.9% 

General Oraganistion for Social Insurance 10.9% 

 

Valuation 

12/12A 12/13A 12/14E 12/15E

P/E (x) 30.4           25.9         22.5         18.8         

P/B (x) 5.1             4.7           4.3           3.9           

EV/EBITDA (x) 17.9           16.5         15.5         13.4         

Dividend Yield 1.6% 2.2% 2.4% 3.1%  
Source: Company data, Al Rajhi Capital 
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Company summary 

Savola is a conglomerate enjoying market leading 
positions in the Saudi food and retail industries. 
The group operates its businesses through three 
broad sectors – ‘Savola Foods Sector’ comprising 
edible oil, sugar and pasta; ‘Savola Retail Sector’ 
comprising retail (Panda and Hyper Panda); and 
‘Savola Plastics Sector’. Furthermore, the company 
has made substantial investments in Almarai and 
Herfy with 36.5% and 47.6% stakes, respectively. 

  

Savola Group 
Strong results, reiterate Neutral 
Savola delivered an impressive set of results for the second quarter, beating 

our as well as consensus estimates. The company’s revenue jumped 13.5% y-o-y 

to SAR7.6bn, recording a rise for the first time in five quarters. We expect 

Savola to report a strong bottom-line growth in 2014 (+12% y-o-y) and 2015 

(+16% y-o-y), driven by its retail business and improved operating conditions 

in Iran and Sudan. However, we expect the company’s earnings growth to 

taper off into single digits from 2016 onward, due to limited expansion plans. 

Taking into account the results of the last couple of quarters and the potential 

opening up of the Saudi market, we have raised our estimates as well as our 

target price on the company to SAR78.3 per share. Our target price provides a 

potential downside of 4.7%, as the stock has gained more than 20% over the 

last month. Thus, despite our higher target price, we remain Neutral on the 

stock. The company recently announced it is in talks to acquire a stake in 

Kuwait Food Company. As the talks are in early stages, we have not considered 

that in our estimates and valuation, although a positive outcome is likely to be 

positive for the stock.   

Q2 2014 results: Savola’s revenue jumped 13.5% y-o-y to SAR7.6bn, beating 

our estimate of SAR6.9bn by about 11%. We believe Savola also benefited from 

the commissioning of the new sugar refining capacity in Egypt and pre-

Ramadan demand. Adjusted net profit (without the impact of capital gains) 

stood at SAR496.4mn (+21.1% y-o-y), ahead of our estimate of SAR442.4mn 

(consensus estimate: SAR443mn). The adjusted net profit margin expanded by 

about 70bps y-o-y to 6.5%. 

Retail business to drive earnings in 2015, food segment to improve: We 

expect the company to report strong bottom-line growth in 2014 and 2015. The 

retail business is expected to drive earnings, as Aziza Panda expands its store 

network. In addition to the big-box formats, the company has recently forayed 

into the traditional convenience store format. The segment’s margin is likely to 

improve further due to economies of scale. The food segment is also expected to 

revive this year with the increase in sugar refining capacity and the improving 

operating conditions in Iran and Sudan.   

Profit growth to taper off after 2015: Savola has provided a profit guidance of 

SAR460mn for Q3 2014 and maintained its 2014 full-year profit guidance of 

SAR1.96bn. We expect the company to report strong bottom-line growth in 2014 

and 2015. However, the profit growth is likely to taper off after 2015 to high 

single digits in 2017 due to the high base affect and limited expansion plans.  

Period End (SAR) 12/11A 12/12A 12/13A 12/14E 12/15E

Revenue (mn) 25,196                 27,391             26,370             28,848             32,093             

Revenue Growth 19.8% 8.7% -3.7% 9.4% 11.3%

Gross profit margin 15.8% 17.4% 18.7% 19.0% 19.2%

EBITDA margin 7.2% 8.6% 9.4% 9.5% 9.9%

Net profit margin 4.8% 5.1% 6.5% 7.0% 7.5%

EPS 2.40                      2.80                 3.30                 3.79                 4.52                 

EPS Growth 35.6% 16.6% 17.6% 14.9% 19.4%

ROE 16.3% 17.5% 19.0% 20.0% 21.8%

ROCE 10.6% 13.3% 12.1% 12.3% 14.0%

Capex/Sales 2.3% 3.5% 3.8% 3.0% 2.7%  
Source: Company data, Al Rajhi Capital 

Research Department 
ARC Research Team  

 Tel 966 11 2119248, research@alrajhi-capital.com 
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Valuation 

Change in assumptions 

The government’s recent decision to allow foreigners to invest directly in the Saudi market 

will lead to an increased interest in the market. We had earlier assumed a 1% additional risk 

premium for the Saudi market due to its limited access to foreign investors. However, with 

this development, we have reduced this risk premium by 50bps to 0.5%. As a result of this, 

the company’s weighted average cost of capital (WACC) has reduced from 8.7% to 8.3%, 

pushing up Savola’s valuation by about 5.2%. We will review this further, as we get more 

clarity on the move and will adjust our premium accordingly. 

   Figure 1  Change in assumptions  

Old assumption New assumption

Additional Risk Premium (a) 1.0% 0.5%

US Market Equity Premium (b) 4.6% 4.6%

Equity Market Risk Premium (a+b) 5.6% 5.1%

Risk-free Rate 4.1% 4.1%

Cost of Equity 10.9% 10.4%

WACC 8.7% 8.3%

Target price 74.2 78.3  
   Source: Company data, Al Rajhi Capital 

We have revised our estimates on Savola after taking into account two quarters of strong 

results as well as other developments. We have incorporated our latest target prices for 

Almarai (SAR73.7) and Herfy (SAR99.1) in Savola’s valuation. Investment in associates forms 

close to 50% of the company’s total valuation. Based on our latest estimates, we have arrived 

at a fair value of SAR78.3 per share for Savola. Since our target price provides a potential 

downside of 4.7% from the current market price, we reiterate our Neutral rating on Savola. 

Investment Case 
Retail segment to drive growth 
The profitability of Savola’s retail segment has improved significantly as it continues to 

benefit from economies of scale. The retail business has been representing a large chunk of 

the company’s top and bottom-lines. The segment’s contribution increased from 37% and 

22.2% of the total revenues and net profit in 2012, respectively to 41.4% and 23.8% in 2013. 

The segment’s contribution increased from 36.2% (revenue) and 17.9% (net profit) in Q1 

2013 to 43.4% and 17% respectively in Q1 2014.  
 

Figure 2  Expanding retail store network  
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   Source: Company data, Al Rajhi Capital 
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The company has lined up aggressive expansion plans for the segment, which is still 

dominated by traditional store formats. In 2013, Savola added 12 supermarkets, and 4 

hypermarkets, consolidating its leadership position in the fragmented Saudi retail market. In 

addition, the company also entered the traditional format with 23 convenience stores. For 

2014, Savola plans to add about 25 stores under the big-box format and about 100 

convenience stores. The company plans to take the store count of convenient stores to 1,000 

over the next five years. 

The company is also pushing sales of its private label, to improve margins. Private label carry 

higher profit margin for Savola, while being cheaper in comparison to well-known brands for 

the consumer. Private label sales jumped 35% y-o-y in 2013, as hundreds of new products 

were launched during the year. As a result, we believe the sales and net profit of the retail 

segment will continue to grow at a strong rate over the next 4-5 years.  

 

Food segment’s performance to improve  

Last year ( 2013) was a rough period for the company with fire breaking out at its sugar 

warehouse in Jeddah (stopping production at the factory for 55 days) and the 

hyperinflationary environment in Iran and Sudan, which together accounted for about 16% of 

the company’s total revenue. However, with the situation improving in Iran (~15% of its 

revenues in 2013), the company commissioning its new beet sugar refinery in Egypt and 

rising sales volumes, the outlook for the food segment looks positive for the next couple of 

years.   

Edible oil business margins to improve 

Falling prices and restatement of financials for Iran and Sudan significantly hurt the 

segment’s top and bottom-lines in 2013. Edible oil prices have been moving lower over the 

last couple of years (see the chart below), putting pressure on Savola’s top-line as it passed on 

lower prices to consumers. However, the falling raw material prices are good for the profit 

margin of the business.  

Edible oil prices are likely to remain weak as record stockpiles and favorable growing 

conditions in the US pushed edible oil prices lower. However, prices are not expected to fall 

significantly from the current levels, as vegetable oil imports by top consumer India are 

forecasted to rise next year as a lackluster monsoon is likely to hit the country's oilseed 

output.  

As a result, we expect revenue from the edible oil segment to remain under pressure in 2014. 

Nevertheless, we expect the profitability from the segment to improve in 2014 due to weak 

raw material prices, improving economic situation in Iran and the sell-off of its loss-making 

Kazakhstan edible oil business. However, we expect profit growth to slow down after 2015 

due to limited capacity expansions and high utilization levels.  

   Figure 3  Edible oil price movement  
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   Source: Company data, Al Rajhi Capital 



Savola Group Company 
Food-Diversified – Industrial 
18 August 2014 

  

 
    
    

 

   
Disclosures Please refer to the important disclosures at the back of this report.  4 

Sugar business to grow on volumes and margin 

The company commissioned its 180,000 tons per annum beet sugar refining capacity factory 

in Egypt during Q1 2014. Sugar produced from refining beet costs less than cane. Thus, the 

margins of the sugar business are expected to improve in 2014, with the company targeting a 

75% utilization rate for the factory this year. In addition, the white sugar premiums are also 

near one-year highs, which will also lead to higher margins for the sugar business. 

On the price front, sugar prices have stabilized over the last three months after falling sharply 

from its highs in early 2012. Sustained low prices have curbed the supply of sugar, which may 

end its surplus. In addition, the delayed monsoon in India may lead to a drop in exports from 

the world’s second-largest producer, pushing prices higher. Thus, with stable sugar prices, 

and increased volumes, we expect the segment’s turnover to grow about 6% y-o-y in 2014 to 

SAR4.6bn, after falling 18.3% in 2013. After 2015, once the capacity utilization levels reach 

close to 90%, the segment’s bottom-line growth will primarily depend on the white sugar 

premium over raw sugar.  

   Figure 4  Sugar price movement  
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   Source: Bloomberg, Al Rajhi Capital 

 

Recent developments 

Savola in talks to acquire Kuwait Food Company 

Savola announced that it is in preliminary talks to acquire Kuwait Food Company 

(Americana), the largest operator of restaurant chains in the MENA region. The company has 

around 1,500 restaurants/outlets spread across 13 countries. The company has a number of 

well-known brands under its network – KFC, Pizza Hut, TGI Friday’s, Red Lobster, Olive 

Garden, Costa Coffee and Krispy Kreme etc. – in addition to six homegrown brands. Further, 

the company is also in the food manufacturing and processing sector with 9 consumer food 

brands in its portfolio. Americana is a net cash positive company, generating strong cash 

flows and a healthy return on equity of 17%.  

Considering that there are offers from a number of PE firms as well, we believe the 

acquisition may not come cheap for Savola. PE firms KKR & Co and CVC Capital Partners Ltd 

have placed a joint bid for the company, while there are separate bids from Advent 

International Corp. and TPG Capital. However, with access to low cost financing and the 

benefit of business synergies, we believe Savola may emerge as a front runner for acquiring 

the company. According to news sources, the average bid currently values the company at 

US$5bn. 

Americana’s distribution network will compliment Savola’s own distribution. Further, 

Americana will provide forward integration to Savola’s operations. However, since the talks 

are in very early stages currently, we have not considered this in our estimates and valuation. 
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New CEO appointed 

Savola’s CEO and MD Dr. Abdulraouf Mohammed Mannaa has resigned from his position 

due to personal reasons. The board of directors have accepted his resignation and approved 

the appointment of HE Eng Abdullah Mohammed Noor Rehaimi, as the new CEO and MD 

effective from January 1, 2015. Meanwhile, Dr. Abdulraouf Mannaa will continue his role and 

responsibilities till the year-end. 

Signs MoU to sell plastics business  

Savola has signed a non-binding memorandum of understanding (MoU) to sell its wholly-

owned subsidiary, Savola Packaging Company, to Takween Advanced Industries. The 

company operates its plastic packaging business through this subsidiary. The MoU has an 

initial term for 16 weeks, which is up to November 11, 2014. Savola Group CEO Dr. 

Abdulraouf M. Mannaa stated that the company plans to focus on its core businesses of food 

and retail. However, we have not taken into account this deal in our estimates due to the lack 

of information on the transaction amount.   

Kazakhstan edible oil business sold-off  

Savola sold-off its edible oil business in Kazakhstan for SAR107mn to a Russian company. As 

a result, the company recorded a capital gain of SAR17mn during the quarter. The edible oil 

business had reported a net loss of SAR1.8mn in 2013 as compared to a profit of SAR4.6mn 

in 2012 and SAR0.8mn in 2011.  

The company had earlier mentioned about the difficult business environment in the country 

due to aggressive competition, leading to lower sales and declining market share for Savola. 

We have taken the transaction into account in our estimates.  

Q3 guidance of SAR460mn 

Savola has provided a net profit guidance of SAR460mn, while reiterating its full-year 

guidance of SAR1.8bn without capital gains. With a net profit of about SAR920mn in the first 

six months of 2014, we believe the company will comfortably surpass the given annual 

guidance. We expect the company to report a net profit of SAR1.96bn (without capital gains) 

in 2014.  

Dividend of SAR0.5 per share for Q2 2014 

Savola announced a dividend of SAR0.5 per share for the second quarter, amounting to a 

total payout of SAR267mn. This takes the total dividend for the first half of 2014 to SAR1 per 

share.  
 

Q2 results  

Revenues increase first time in five quarters: Savola’s revenues jumped 13.5% y-o-y to 

SAR7.6bn, beating our estimate of SAR6.9bn by about 11%. The company delivered a strong 

top-line performance after posting declining revenues for four consecutive quarters. The 

company attributed the growth to the strong performance of the retail segment. We believe 

Savola also benefited from the commissioning of the new sugar refining capacity in Egypt as 

well as the pre-Ramadan demand, when retailers are stocking up on food products.  

Gross and operating profits ahead of estimates: Gross profit rose by a marginal 2.1% y-o-

y to SAR1.29bn ahead of our estimate of SAR1.22bn. The company’s gross profit margin fell 

190bps y-o-y to 16.9%, while it had expected the GPM to fall by about 110bps. The company’s 

operating profit came in at SAR694.4mn (+7.1% y-o-y), ahead of our (SAR614mn) as well as 

consensus estimate (SAR627.7mn).  

Net profit: Savola’s net profit surged 32.4% y-o-y to SAR513.3mn. Without the impact of 

capital gains the company’s profit stood at SAR496.4mn (+21.1% y-o-y), still ahead of our 

estimate of SAR442.4mn (consensus estimate: SAR443mn). The adjusted net profit margin 

expanded by about 70bps y-o-y to 6.5%. 
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Income Statement (SARmn) 12/11A 12/12A 12/13A 12/14E 12/15E

Revenue 25,196            27,391         26,370         28,848         32,093         

Cost of Goods Sold (21,225)           (22,630)        (21,434)        (23,367)        (25,931)        

Gross Profit 3,971               4,762            4,936            5,481            6,162            

Government Charges

S.G. & A. Costs (2,707)             (2,958)          (3,110)          (3,433)          (3,676)          

Operating EBIT 1,263               1,804            1,827            2,048            2,485            

      

Cash Operating Costs (23,374)           (25,024)        (23,886)        (26,113)        (28,909)        

EBITDA 1,822               2,368            2,484            2,735            3,184            

Depreciation and Amortisation (558)                 (564)              (657)              (687)              (698)              

Operating Profit 1,263               1,804            1,827            2,048            2,485            

Net financing income/(costs) 123                  151               501               368               478               

Forex and Related Gains -                   -                -                -                -                

Provisions -                   -                -                -                -                

Other Income 250                  120               131               173               128               

Other Expenses (35)                   -                -                -                -                

Net Profit Before Taxes 1,601               2,076            2,459            2,589            3,092            

Taxes (132)                 (268)              (312)              (385)              (460)              

Minority Interests (266)                 (405)              (443)              (181)              (216)              

Net profit available to shareholders 1,202               1,402            1,704            2,023            2,416            

Dividends (650)                 (700)              (1,017)          (1,113)          (1,401)          

Transfer to Capital Reserve -                   -                -                -                -                 
 

12/11A 12/12A 12/13A 12/14E 12/15E

Adjusted Shares Out (mn) 500.0 500.0 534.0 534.0 534.0

CFPS (SAR) 4.05 4.74 5.42 5.41 6.24

EPS (SAR) 2.405 2.804 3.297 3.788 4.524

DPS (SAR) 1.300 1.400 1.905 2.084 2.624  
 

Growth 12/11A 12/12A 12/13A 12/14E 12/15E

Revenue Growth 19.8% 8.7% -3.7% 9.4% 11.3%

Gross Profit Growth 16.3% 19.9% 3.7% 11.0% 12.4%

EBITDA Growth 3.8% 30.0% 4.9% 10.1% 16.4%

Operating Profit Growth 34.1% 42.8% 1.3% 12.1% 21.4%

Net Profit Growth 35.6% 16.6% 21.6% 18.7% 19.4%

EPS Growth 35.6% 16.6% 17.6% 14.9% 19.4%  
 

Margins 12/11A 12/12A 12/13A 12/14E 12/15E

Gross profit margin 15.8% 17.4% 18.7% 19.0% 19.2%

EBITDA margin 7.2% 8.6% 9.4% 9.5% 9.9%

Operating Margin 5.0% 6.6% 6.9% 7.1% 7.7%

Pretax profit margin 6.4% 7.6% 9.3% 9.0% 9.6%

Net profit margin 4.8% 5.1% 6.5% 7.0% 7.5%  
 

Other Ratios 12/11A 12/12A 12/13A 12/14E 12/15E

ROCE 10.6% 13.3% 12.1% 12.3% 14.0%

ROIC 17.3% 17.9% 16.9% 17.4% 20.5%

ROE 16.3% 17.5% 19.0% 20.0% 21.8%

Effective Tax Rate 8.2% 12.9% 12.7% 14.9% 14.9%

Capex/Sales 2.3% 3.5% 3.8% 3.0% 2.7%

Dividend Payout Ratio 54.1% 49.9% 59.7% 55.0% 58.0%  
 

Valuation Measures 12/11A 12/12A 12/13A 12/14E 12/15E

P/E (x) 35.4                 30.4              25.9              22.5              18.8              

P/CF (x) 21.0                 18.0              15.7              15.7              13.7              

P/B (x) 5.5                   5.1                4.7                4.3                3.9                

EV/Sales (x) 1.6                   1.5                1.6                1.5                1.3                

EV/EBITDA (x) 21.7                 17.9              16.5              15.5              13.4              

EV/EBIT (x) 31.3                 23.5              22.4              20.8              17.2              

EV/IC (x) 4.5                   4.5                4.2                4.1                4.0                

Dividend Yield 1.5% 1.6% 2.2% 2.4% 3.1%  
Source: Company data, Al Rajhi Capital 
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Balance Sheet (SARmn) 12/11A 12/12A 12/13A 12/14E 12/15E

Cash and Cash Equivalents 1,214               943               1,364            1,477            869               

Current Receivables 1,816               1,448            1,265            1,442            1,540            

Inventories 3,152               3,973            4,488            4,962            5,584            

Other current assets 1,517               2,180            1,924            1,924            1,924            

Total Current Assets 7,774               8,545            9,040            9,805            9,918            

Fixed Assets 5,384               5,780            6,383            6,472            6,640            

Investments 5,332               7,527            7,943            8,648            9,465            

Goodwill 1,302               1,322            1,344            1,344            1,344            

Other Intangible Assets -                   -                -                -                -                

Total Other Assets 309                  168               52                 52                 52                 

Total Non-current Assets 12,328            14,797         15,722         16,516         17,501         

Total Assets 20,101            23,342         24,763         26,320         27,418         

Short Term Debt 3,412               4,438            4,281            3,895            3,370            

Trade Payables

Dividends Payable -                   -                -                -                -                

Other Current Liabilities

Total Current Liabilities 7,740               9,303            9,113            9,123            9,176            

Long-Term Debt 2,821               3,612            4,126            4,566            4,380            

Other LT Payables 58                    87                 101               101               101               

Provisions 410                  457               531               531               531               

Total Non-current Liabilities 3,290               4,157            4,758            5,198            5,012            

Minority interests 1,348               1,595            1,241            1,422            1,638            

Paid-up share capital 5,000               5,000            5,340            5,340            5,340            

Total Reserves 2,722               3,287            4,311            5,238            6,253            

Total Shareholders' Equity 7,722               8,287            9,651            10,578         11,593         

Total Equity 9,071               9,882            10,892         12,000         13,231         

Total Liabilities & Shareholders' Equity 20,101            23,342         24,763         26,320         27,418          
 

Ratios  12/11A 12/12A 12/13A 12/14E 12/15E

Net Debt (SARmn) 5,019               7,107            7,044            6,984            6,881            

Net Debt/EBITDA (x) 2.76                 3.00              2.84              2.55              2.16              

Net Debt to Equity 55.3% 71.9% 64.7% 58.2% 52.0%

EBITDA Interest Cover (x) (14.8)                (15.7)             (5.0)               (7.4)               (6.7)               

BVPS (SAR) 15.44               16.57            18.07            19.81            21.71             
 

Cashflow Statement (SARmn) 12/11A 12/12A 12/13A 12/14E 12/15E

Net Income before Tax & Minority Interest 1,601               2,076            2,459            2,589            3,092            

Depreciation & Amortisation 558                  564               657               687               698               

Decrease in Working Capital (202)                 (535)              (560)              (456)              (293)              

Other Operating Cashflow (649)                 (145)              (724)              (1,090)          (1,277)          

Cashflow from Operations 1,307               1,959            1,832            1,730            2,221            

Capital Expenditure (579)                 (949)              (1,008)          (865)              (867)              

New Investments (516)                 (1,825)          672               -                -                

Others 327                  379               427               107               -                

Cashflow from investing activities (768)                 (2,394)          91                 (758)              (867)              

Net Operating Cashflow 539                  (435)              1,923            972               1,354            

Dividends paid to ordinary shareholders (626)                 (742)              (993)              (1,113)          (1,401)          

Proceeds from issue of shares -                   -                -                -                -                

Effects of Exchange Rates on Cash -                   (66)                (271)              -                -                

Other Financing Cashflow (36)                   (854)              (543)              -                -                

Cashflow from financing activities 98                    164               (1,190)          (859)              (1,962)          

Total cash generated 636                  (271)              733               113               (607)              

Cash at beginning of period 577                  1,214            943               1,364            1,477            

Implied cash at end of year 1,214               943               1,676            1,477            869                
 

Ratios 12/11A 12/12A 12/13A 12/14E 12/15E

Capex/Sales 2.3% 3.5% 3.8% 3.0% 2.7%  
Source: Company data, Al Rajhi Capital 
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Disclaimer and additional disclosures for Equity Research 

Disclaimer 

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared 
for the general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or 
manner, without the express written consent of Al Rajhi 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 Al Rajhi Capital. The information contained was obtained from various public sources believed to be 
reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the 
data and information provided and Al Rajhi 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. Al Rajhi Capital or its 
officers or one or more of its affiliates (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. Al Rajhi 
Capital or its affiliates 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. Al Rajhi Capital, together with its affiliates 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.  

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no 
responsibility to update the information in this research document. Neither the whole nor any part of this research document may be altered, 
duplicated, transmitted or distributed in any form or by any means. 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 Al Rajhi Capital or any of its affiliates to any 
registration or licensing requirement within such jurisdiction.  

Additional disclosures 

1. Explanation of Al Rajhi Capital’s rating system 

Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except 
financial stocks and those few other companies not compliant with Islamic Shariah law: 

"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 6-9 
month time horizon. 

"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price 
on a 6-9 month time horizon. 

"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 6-
9 month time horizon. 

2. Definitions 

"Time horizon": Our analysts make recommendations on a 6-9 month time horizon. In other words, they expect a given stock to reach their 

target price within that time.  

"Fair value": We estimate fair value per share for every stock we cover. This is normally based on widely accepted methods appropriate to 

the stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum of the parts) analysis.  

"Target price": This may be identical to estimated fair value per share, but is not necessarily the same. There may be very good reasons 

why a share price is unlikely to reach fair value within our time horizon. In such a case we set a target price which differs from estimated fair 
value per share, and explain our reasons for doing so. 

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. 

Contact us 

Jithesh Gopi, CFA 
Head of Research 
Tel: +966 11 211 9332 
gopij@alrajhi-capital.com 
 

Al Rajhi Capital 
Research Department 
Head Office, King Fahad Road 
P.O. Box 5561 
Riyadh 11432 
Kingdom of Saudi Arabia 
Email: research@alrajhi-capital.com 
 
Al Rajhi Capital is licensed by the Saudi Arabian Capital Market Authority, License No. 07068/37. 
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