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Almarai reported a net profit of SAR 483.7 million in Q4 2015 surging 13% YoY, 

while the bottom line for 2015 amounted to SAR 1,916 million mounting 14.4% 

from SAR 1,674 million in 2014. The annual growth in net earnings was mainly 

triggered by sales increase, slower COGS growth well as diminishing losses in the 

poultry segment. Total sales surged 7.6% YoY in Q4 2015 coming in at SAR 

3,584 million, while annual top line totaled SAR 13,795 million escalating 9.4%. 

The poultry segment curbed its losses by 46% in 2015 languishing at SAR 214 

million sliding from SAR 397 million in 2014. We believe Almarai may reach the 

break-even point in 2016 capitalizing on increased production and enormous 

growth opportunities in the sector with imports accounting for 54% of domestic 

consumption last year. In 2015, Almarai, for the first time, started to supply the 

promising hospitality and restaurants market. The continuous depreciation of the 

Brazilian currency versus the US dollar and the Saudi riyal will intensify competi-

tion from imported poultry . 

We remain positive on Almarai’s growth prospects on the back of population 

growth, expansions and changing dietary habits as well as boasting a robust and 

established brand name, thus providing it an edge over its competitors.  

Almarai predicted an increase of SAR 300 million in production cost in 2016 from 

the governmental decision to augment energy and water prices. Moreover, 

Almarai is expected to incur SAR 200 million after the cabinet decided in Decem-

ber 2015 to halt the cultivation of green fodder in Saudi Arabia within three 

years. Almarai’s investments in arable assets will also provide the necessary cush-

ion against volatility in commodity prices as feed cost accounts for more than a 

third of its total cost of goods sold. 

In our opinion, Almarai may re-price some products that are not subject to gov-

ernment pricing as well as requesting an adjustment for local milk price to curb 

the financial impacts of the government decisions, nonetheless, profits margins 

will be squeezed factoring in staggering expansions as well as fierce competition 

in some markets.  

Almarai will convene an extraordinary general assembly on April 3, 2016 to en-

dorse a capital increase from 600 million shares to 800 million shares through 

stock dividends. 

Our fair value is maintained at SAR 77 per share, thus assigning a “Overweight” 

Recommendation. Any lifting for the Saudi milk celling price will positively reflect 

on the valuation. 

Recommendation Overweight 

Fair Value (SAR) 00.77 
Price as of  March 13, 2016 70.70 

Expected Return  %...1 

  

Company Data  

Tadawul Symbol 2280.SE 

52 Week High (SAR) 98.00 

52 Week Low (SAR) 54.50 

YTD Change -12.6% 

3-Month Average Volume (Thousand Shares)  474 

Market Cap. (SAR Million) 41,442 

Market Cap. (USD Million) 11,051 

Outstanding Shares (Million Shares) 600 

  

Major Shareholders ( > 5% )  

Savola Group %27.13 

Prince Sultan Mohammed Saud Al Kabeer %36.70 

Omran Mohammed Al Omran & Co. Ltd. %1.07 

FY - Ending December 37.12 37.7F 37.0F 37.2A 

Revenues Growth  12.4% 9.4% 12.4% 10.9% 

Net Income Growth 14.4% -8.9% 15.5% 11.5% 

EBITDA Margin 27.9% 24.6% 25.3% 27.3% 

EBIT Margin 16.4% 13.6% 14.2% 15.8% 

ROS 13.9% 11.3% 11.7% 13.3% 

Debt/Equity 7.07 7.66 7.61 7.63 

Current Ratio 1.2% 1.3% 1.3% 1.3% 

Dividend Yield 1.7% 1.6% 1.9% 1.4% 

EV/Sales 4.0  3.7  3.4  3.1  

Price/sales 4.9  3.0  2.7  2.4  

P/E 33.7  21.6  23.7  20.6  

P/B 6.4  3.3  3.0  2.7  
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Company Description 

Almarai is a Riyadh based integrated consumer foods company operating in GCC countries as well as Egypt and Jor-

dan. In addition, Almarai owns arable land in the United States, Ukraine, Argentina and Poland. The company com-

menced its operations in 1977 as a pure dairy company, and later expanded to include Fruit juice, Bakery and Poultry 

segments. Almarai became a publicly listed company in 2005. The company markets its products through distribu-

tion centers and distributor agency agreements.  

 Dairy and Juice: the segment is the largest contributor to top line and covers a wide range of fresh milk, laban, 

long life milk as well as cream, yoghurt, cheese and butter & ghee. Juice segment is another important compo-

nent in the Almarai product portfolio. Beyond GCC, Almarai has a joint venture with Pepsico under the name of 

International Dairy and Juice Limited (IDJ) with operations focused on Egypt and Jordan. 

 Bakery: Almarai’s Bakery segment consists of two brands- L’usine and 7Days which are distributed across the 

Kingdom and in all GCC countries. The L’usine portfolio contains products that fall into the categories of bread, 

pastries, cakes and maamoul, while 7Days include sweet treats such as filled croissants, cakes, Swiss rolls and 

Wafers.  

 Poultry: Almarai’s poultry range includes fresh whole chickens, portion packs and value added products such as 

minced chicken, kebabs and burgers. In 2010, under this segment, the company introduced ‘Alyoum’ brand.  

 Others: 

 Infant Nutrition: At the beginning of 2014, Almarai fully acquired International Pediatric Nutrition Company 

(IPNC) which was previously a joint venture with Mead Johnson Nutrition. IPNC produces ‘Almarai Enfagrow’ 

and ‘Almarai Enfamil’ range of infant formula to the Saudi market. In 2014, Almarai introduced products 

‘Nuralac’ and ‘Nuralac Plus’ which are manufactured at the company’s state-of-the-art formula plant in 

AlKharj. 

 Arable & Horticulture: Complementary to the company's operations with limited contribution to revenues. 

In 2015, the company’s daily coverage reached approximately 108,000 retail outlets across GCC, Jordan and Egypt 

with its own distribution fleet. As of 2015, Almarai has a herd of 170,642 (cows and calves) and produced 1,225 

million liters of milk, which is equivalent to an annual rolling herd average of 13,619 per cow.   
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operations in 1977 as a 

pure dairy company 
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listed company in 
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Product and geograph-

ical diversification, but 

Saudi Arabia still domi-

nates the business.  

Product Diversification 2005 Product Diversification 2015 
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Among Almarai’s business segments, Dairy and Juices is 

the core sector generating revenues of SAR 10,741 mn 

for fiscal year 2015 (representing 77.7% of the total 

revenues), followed by Bakery generating SAR 1,625.9 

mn (11.8% of total revenues) and poultry generating 

SAR 1,262 mn (9.1% of total revenues).    

Between 2010 and 2015, segmental revenues from the 

core Dairy and Juice segment grew at a CAGR of 

12.8%, while revenues from bakery and Poultry seg-

ments skyrocketed 14.6% and 48.3% respectively. For 

the same period, the contribution from bakery stabilized 

at 11.8% of revenues, while the contribution of the 

poultry segment to the top-line surged from 2.5% to 

9.1%. On the other hand, the contribution from Dairy 

and Juice segment declined from 84.9% to 77.7%. The 

table below shows the company’s sales by product 

group between 2010 and 2015. 

The table below shows selected financial information categorized by segment for 2015. 

 

Dairy and Juices is the 

core sector generating 

77.7% of the total 

revenues in 2015. 

 

 

 

Between 2010 and 

2015, segmental reve-

nues from the core 

Dairy and Juice seg-

ment grew at a CAGR 

12.9%. 

 

Sales by product group (SAR mn) 2010 2011 2012 2013 2014 2015 
CAGR  

(2010-2015) 

Fresh Dairy 3,169 3,476 4,062 4,660 5,241 5,782 12.8% 

Contribution 45.7% 43.7% 41.1% 41.5% 41.6% 41.9%  

Long-life Dairy 659 761 1,016 1,071 1,239 1,346 15.4% 

Contribution 9.5% 9.6% 10.3% 9.5% 9.8% 9.8%  

Fruit juice 745 888 1,243 1,456 1,691 1,923 20.9% 

Contribution 10.8% 11.2% 12.6% 13.0% 13.4% 13.9%  

Cheese & butter 1,282 1,447 1,602 1,649 1,724 1,689 5.7% 

Contribution 18.5% 18.2% 16.2% 14.7% 13.7% 12.2%  

Bakery 821 966 1,291 1,445 1,533 1,626 14.6% 

Contribution 11.8% 12.2% 13.1% 12.9% 12.2% 11.8%  

Poultry 176 319 504 792 1,023 1,262 48.3% 

Contribution 2.5% 4.0% 5.1% 7.1% 8.1% 9.1%  

Other sales 78 94 165 146 155 166 16.2% 

Contribution 1.1% 1.2% 1.7% 1.3% 1.2% 1.2%  

Total Sales 6,931 7,951 9,883 11,219 12,606 13,795 16.1% 

Revenues by operating segment (2010 –2015) 

5,886 

6,593 

7,973 

8,836 

9,902 

10,741 

821 966 
1,291 1,445 1,533 1,626 

176 319 504 792 1,023 1,262 

48 73 115 146 148 166 

Dairy & Juice Bakery Poultry Other activities

SAR mn Dairy & Juice Bakery Poultry Other Activities Total 

Sales 10,741 1,626 1,262 166 13,795 

Depreciation and amortization  (1,030) (168) (304) (86) (1,588) 

Share of results of associates and joint ventures - - 2.5 (40) (37) 

Net income 2,096 205 (214) (171) 1,916 

Additions to non-current assets 3,250 575 623 241 4,688 

Non-current assets 12,412 2,004 4,927 1,874 21,216 

Total assets 17,165 2,127 5,441 2,628 27,371 

Return on sales 19.5% 12.6% (17.0%) (103.3%) 13.9% 

Return on total assets 12.2% 9.6% (3.9%) (6.5%) 7.0% 

Source: Almarai Company  

Source: Almarai Company, Albilad Capital Research Estimates 

Source: Almarai Company  
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Seasonal changes 
The company's sales are impacted by seasonal factors, specifically religious events and weather conditions, and to a 

lesser extent the seasons of some crops. Demand for the Almarai’s products remarkably leaps in the holy month of 

Ramadan as well as pilgrimage. Last year, Q2 coincided with Ramadan leading to a robust increase in the quarter sales. 

On the other hand, demand for juices and dairy products progresses in the summer, while poultry consumption edge 

down fueled by summer vacations. In addition, some crops are impacted by  climatic changes but their contribution to 

revenues are insignificant.  

Operating cost 

Operating costs include the cost of sales, SG&A expenses, depreciation, amortization and increase in biological assets. 

Last year, the direct costs of production accounted for 38.8% of the total cost, and stretched 4.4% despite revenue 

growth of 9.4% driven by the drop in the cost of production inputs, while wages and salaries edged up 14.6% fueled 

by increased Saudization and expansions.  
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are impacted by sea-

sonal factors. 

 

 

 

 

 

 

 

 

 

 

Last year, the direct 

costs of production 

accounted for 38.8% 

of the total cost. 

Operating cost by nature (SAR mn) 2015  % of Sales 2014  % of Sales Change (%) 

Direct material costs 5,353 38.8% 5,129 40.7% 4.4% 

Other  cost of sales 3,158 22.9% 2,884 22.9% 9.5% 

Selling & distribution expenses 2,612 18.9% 2,246 17.8% 16.3% 

General & Administration expenses 409 3.0% 349 2.8% 17.3% 

Total Operating Costs 11,533 83.6% 10,608 84.2% 8.7% 

Operating cost by function (SAR mn) 2015  % of Sales 2014  % of Sales Change (%) 

Direct material costs 5,353 38.8% 5,129 40.7% 4.4% 

Employee costs 2,846 20.6% 2,483 19.7% 14.6% 

Operating overheads 1,353 9.8% 1,283 10.2% 5.4% 

Insurance expenses 50 0.4% 26 0.2% 92.2% 

Marketing expenses 858 6.2% 672 5.3% 27.7% 

Depreciation & Appreciation of Assets 1,073 7.8% 1,014 8.0% 5.8% 

Total Operating Costs 11,533 83.6% 10,608 84.2% 8.7% 

Quarterly income (SAR million)  
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Almarai’s Divisional overview 

Farming 

The production of quality fresh raw milk in a staggering quantity remains a strength point for Almarai and the com-

pany was able to achieve this through highly developed farming skills which it acquired during the course of time. 

Focused efforts by the company in improving the standards of health, breeding, nutrition, farm design, animal hus-

bandry and crop management have resulted in building in-house technology which played a significant role in 

achieving this strength. Almarai has seven dairy farms, Al Hamra, Al Fanar, Al Nakheel, Al Rabiah, Al Badiah, Al 

Danah and Todhia. In addition, the company also operates a small farming facility in Jordan which has approximate-

ly 1000 milking cows. As of December 31, 2015, Almarai produced 1,225 million liters of milk. The Rolling Herd 

average per cow stands at 13,619 per annum. The number of cows totaled 96,282, while young stock stands at 

74,360.  

 

 

 

 

 

 

 

Manufacturing, Logistics & Distribution 

Dairy & Juice 

Almarai has two state-of-the-art and fully automated dairy manufacturing facilities, located on one site, approxi-

mately 130 kilometers from Riyadh. The juice plant is also located at the same site. 

Bakery 

Almarai has six bakery production facilities, three for Western Bakeries and one for Modern Food Industries (MFI) in 

Jeddah, two new facilities one for WB and one for MFI in Al Kharj near Riyadh. The company also plans for one new 

production facility in Rabigh, near Jeddah. 

Poultry  

A state of the art plant with three production lines was set up in Hail region, with a production capacity of plant 

production capacity of 200 million birds per year. 

Logistics & Distribution 

Logistics 

Almarai’s long-haul fleet transports raw milk from dairy farms to the company’s central processing plants. They also 

transport finished products from the production facilities to designated sales depots. The fleet undertakes approxi-

mately 254,000 trips annually covering 238 million kilometers. It also possesses more than 1,400 tractor units and 

1,500 trailers as well as 96 milk tankers and 21 silo tankers which are all owned and maintained by Almarai. 

Distribution 

Sales depots: Almarai operates from 100 distribution centers in the GCC, Egypt and Jordan.  

Sales vans & Fridges: Almarai utilizes approximately 4,000 vans to serve ~108,000 retail outlets within the six Gulf 

countries, Egypt and Jordan to refill an approximately 66,000 fridges.  

 

 

 

 

Almarai has seven dairy 

farms in Saudi Arabia, 

and  also operates a 

small farming facility in 

Jordan which has ap-

proximately 1000 milk-

ing cows. 

 

 

 

The average yield per 

cow is very high. 
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ferent regions in Saudi 

Arabia. 

 

 

 

 

 

 

 

 

 

 

 

 

 

100 distribution centers 

in the GCC, Egypt and 

Jordan. 

Almarai’s average yield per cow (in liters) 
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Source: Almarai Company  
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For the period between 2010 and 2015, Almarai’s revenues had grown at a Compounded Annual Growth Rate 

(CAGR) of 16.1% from SAR 6,931 mn to SAR 13,795 mn, while net income grew at a CAGR of 8.3% from SAR 

1,285 mn to SAR 1,916 mn. Cash from operations (CFO) increased at a CAGR of 16.6% from SAR 2,293 mn to SAR 

4,932 mn. For the period between 2010 and 2015, Almarai’s capital expenditure (capex) revealed a CAGR of 12.4% 

from SAR 2,230 mn to SAR 4,006 mn.  The Figure below shows Almarai’s revenues, net income, CFO, capex, total 

equity and assets between 2010 and 2015.  

 

Almarai’s revenues had 

grown at a Compound-

ed Annual Growth Rate 

(CAGR) of 16.1% from 

SAR 6,931 mn to SAR 

13,795 mn. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For the period between 

2010 and 2015, Alma-

rai’s capital expenditure 

(capex) has grown at a 

CAGR of 12.4% from 

SAR 2,230 mn to SAR 

4,006 mn.   

Sales (SAR mn) Net Income (SAR mn) 

Cash from Operations (SAR mn) Capital Expenditure (SAR mn) 

Total Equity (SAR mn) Total Assets (SAR mn) 

2,293 2,261 

2,736 2,586 

3,199 

4,932 

2,230 

3,035 3,138 

2,799 2,740 

4,006 

6,185 
6,778 

8,171 

10,764 
11,631 

12,618 

12,571 

15,656 

19,519 

23,171 23,949 

27,371 

6,931 
7,951 

9,883 

11,219 

12,606 

13,795 

1,285 
1,140 

1,441 1,502 

1,674 

1,916 

Source: Almarai Company  Source: Almarai Company  

Source: Almarai Company  Source: Almarai Company  

Source: Almarai Company  Source: Almarai Company  
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Investment Highlights 

Strong and established brand in the GCC region 

Starting operations in mid 1970s in Saudi Arabia with processing of fresh milk and Laban as core business, Almarai 

over a period of time expanded its operational sphere to other related product businesses and went through opera-

tional and investment restructuring. This has led the company to become a leading dairy food producer in the King-

dom. Almarai was listed among the five emerging brands likely to be the top of the world’s largest food/drinks 

brands.  

Over medium to long term, we remain positive on Almarai’s growth prospects on the back of increasing population 

and changing dietary habits in the country and as being a strong and established brand, it would give the company 

an edge over its competitors. We also expect ‘Almarai brand’ to continue to grow and maintain leadership position in 

Saudi Arabia and in the GCC region, and build robust presence in Egypt.        

Innovative product pipeline  

Almarai has a strong and innovative product pipeline in each category in which it operates. We believe presence of a 

strong product pipeline which leverages on innovation to support its growth in medium to long term. Almarai has 

been consistently growing its business with the addition of new products and developing the existing ones. In 2015, 

Almarai produced 650 items split over 6 categories, and launched 15 new products. 

Investments in arable assets and processing facilities to support long term growth  

Given the kingdom’s scare water resources, Almarai adopted strategy of importing of animal feed from its own con-

trolled facilities and from the third party imports which meet its quality requirements. In line with this strategy, Alma-

rai has acquired farms in Argentina and the US (Fondomonte Argentina and Fondomonte Arizona).  The company is 

currently engaged in developing Fondomonte Arizona. Going forward, Almarai plans to elevate cultivation from its 

overseas farms and also increment the amount of arable land it manages directly and indirectly which we believe 

would play a significant role in securing its feed supply. Almarai stated at the beginning of January 2016 that it had 

purchased 1,790 acres of farm land in Blythe, California, USA, through its fully owned subsidiary Fondomonte. Ac-

cording to the press release, 1,590 acres were cultivated at the time of the announcement. The farm was purchased 

for a total consideration of  USD 31.8 million, equivalent to SAR 119.3 million. 

At the end of 2015, the  Saudi cabinet’s issued a decision that ceased green fodder cultivation in the Kingdom within 

three years (by the end of 2018). The decision will augment production cost by SAR 200 mn, net of existing subsidy, 

for the year 2016. We also believe that Almarai’s investments in arable assets will also provide company the neces-

sary cushion against volatility in commodity prices as feed cost accounts for more than a third of its total cost of 

goods sold. 
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Almarai’s investments in arable assets across the globe 

Source: Snapshot from Almarai investors presentation 
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Almarai’s investments in different segments, 2015 

Increase in Capacity to drive top-line 

In the last ten years, Almarai has invested SAR 25.5 bn 

targeting capacity additions across dairy, bakery and juic-

es divisions and further expansion of distribution capabili-

ties. For the period between 2010 and 2015, Almarai’s 

capex averaged 30% of sales, while revenues and EBIT 

growth has been less impressive (revenue growth five 

year (2010-2015) CAGR ~14.8% and EBIT CAGR 

~6.9%). This implies a lower rate of return on capex. 

In 2015, Almarai announced new five year investment 

plan, where the company plans to spend SAR 21.0 bn 

during 2016-2020 to replace assets and enhance produc-

tion capacity. Almarai allocated SAR 10 billion for manu-

facturing, SAR 5 billion for farming, and SAR 6 billion for 

distribution and logistics. Almarai plans to double the revenue base during the period (2014-2020). Almarai is plan-

ning to invest up to SAR 4.2 billion in 2016, which is equivalent to 20% of the five-year investment plan.  

The Table below represents Almarai’s investments in the last ten years, 2005-2014.  

In 2015, Almarai invested 32% of sales to boost its fixed and biological assets. Focus on farms would result in secur-

ing feed supply which will cause the company to control its costs efficiently, besides addressing issues of safety and 

quality. Almarai’s fixed assets investment program in 2015 hit SAR 4,005 mn, in line with the annual investment 

plan. Farming, manufacturing and distribution capabilities constituted the majority of its investments. Almarai’s total 

spending for 2015 including biological assets stood at SAR 4,409 mn. Capex spent on various capacity expansion 

projects pertaining to Manufacturing and farming segments accounted ~ SAR 2.1 bn. Replacement and other capex 

including IDJ and US land development seized  ~ SAR 800 mn. Capex on poultry amounted to ~ SAR 500 mn. Sales 

depots and logistics expansion accounted for ~ SAR 600 mn. Almarai has several investment projects in pipeline 

which we believe in medium to long term will enable the company to expand its capacity across wide range of activi-

ties which include farming and processing plants, logistics and distribution. Over a period of time, we expect Alma-

rai’s investments on capacity to drive its top-line.  

The numbers in the table represent additions to Property, Plant and Equipment. 
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SAR mn 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Total  

Operating cash flow  630 725 1,016 1,802 2,005 2,261 2,736 2,586 3,199 4,932 21,892 

Investing cash flow  824 1,488 1,572 1,711 2,189 3,575 3,284 3,302 3,115 4,409 25,469 

Free cash flow  -195 -763 -556 91 -183 -1,313 -548 -717 84 523 -3,577 

Division 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 LTD  LTD % 

Sales 110  126  289  213  202  454  293  574  514  443  3,218  14.0% 

Farming 159  165  557  184  295  372  114  319  795  888  3,848  16.7% 

Poultry - - - - 275  1,138  1,799  983  406  505  5,106  22.2% 

Operations including 

Transport and Logistics 
592  780  773  874  1,095  714  424  478  487  1,412  7,629  33.1% 

Other including replace-

ments and IDJ 
16  28  37  64  364  357  552  525  536  757  3,236  14.0% 

Total 878  1,099  1,656  1,335  2,230  3,035  3,182  2,879  2,740  4,005  23,039  100.0% 

Almarai’s additions to Property, Plant and Equipment (SAR million) 

43%

31%

26%Ingredients

Farming Feeds

Packaging

Source: Almarai Company  

Source: Almarai Company  

Source: Almarai Company  
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Growth story in Dairy to continue  

GCC Dairy market 

The Dairy market in GCC has five product categories, fresh milk, long-life milk, milk powder, laban and Zabadi. It is 

estimated that, of the countries present in the region, KSA has approximately a market share of 63.0%.   

Among the players, Almarai leads the GCC dairy market with a market share of 35.0%. Other major players include 

Nestle, Al Safi, Sadafco and Nadec. With presence of a high number of small players, we expect further potential 

consolidation in the market.  With highest market share among the GCC countries, Saudi Arabia is a strong market 

for the dairy segment. Going forward, on the back of favorable demographics and increasing health awareness 

among the citizens in the Kingdom, we expect the dairy market to become even more attractive. In this scenario, as 

a player enjoying highest market share in the segment, we expect Almarai to witness strong growth further.      

 

 

 

 

 

 

 

KSA has approximately 

63.0% market share in 

GCC Dairy market. 

 

 

 

 

 

 

 

 

 

Among the players, 

Almarai leads the GCC 

dairy market with a 

market share of 

35.0%. 

Dairy market by GCC markets Dairy market by product type 

Dairy market by brand 
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3.0%
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Fresh Dairy Products  

Almarai’s flagship product group includes locally-produced fresh milk & laban, Zabadi (plain yoghurt), fruit yoghurts 

and cream and dairy desserts. The sales of Fresh Dairy grew 10.2% y-o-y and reached SAR 5,782 mn representing 

41.9% of total sales. On the back of increasing health awareness and the expansions in Egypt, we believe the 

growth in Almarai’s Fresh Dairy to continue further.      

 

 

 

 

 

 

 

 

 

Long-life Dairy Products  

Almarai’s Long-life Dairy products category comprises of UHT milk, evaporated milk, whipping cream, cooking cream 

and sterilized cream. The Figure below represents Almarai’s Long-life Dairy products revenues for the period between 

2006 and 2015. Between this period, revenues have grown at a CAGR of 20.5% from SAR 251.0 mn to SAR 1,346 

mn. In 2015, as a result of Almarai’s combinational product improvement and marketing and distribution strategies, 

the segment witnessed robust growth of 8.6%. Going forward, we believe Long-life Dairy products category to wit-

ness sustained growth in medium to long term on the back of favorable demographics, changing dietary habits and 

expansions.  
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Almarai’s Fresh Dairy segment revenues (SAR mn) 

Almarai’s Long-life Dairy segment revenues (SAR mn) 

1,648 
1,977 

2,475 
2,818 

3,169 
3,476 

4,062 

4,660 

5,241 

5,782 

Source: Almarai Company  
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For the period between 2010 and 2015, total sales of fresh and long life milk grew at a CAGR of 15.8% hitting SAR 

7,128 million up from SAR 1,899 million. 

 

 

 

 

 

 

 

 

 

GCC Milk Market 

Milk market in the GCC region has a volume of 1,276 million liters and is categorized into three different product 

types, Powdered milk, Fresh milk and Long life milk, of which fresh milk has the largest market share (37.0%) fol-

lowed by long life milk (33.1%) and milk powder (29.9%). Country-wise, Saudi Arabia has the largest market share 

of nearly 60% and among the producing players, Almarai is the market leader with 28.7% market share, while Nes-

tle is the second biggest producer leading the powder milk category. Saudia is the third biggest milk producer in the 

region and leverages on long life market.     

GCC Laban Market 

The laban market in the Gulf Cooperation Council (GCC) is estimated at 510 million liters, with Saudi Arabia ac-

counting for 74% of GCC consumption. Almarai is the market leader with a market share of 47.5%, followed by Al 

Safi and Nadec with market shares of 10.7% and 9.2%, according to Almarai. 

GCC Yogurt Market 

The yogurt consumption in the GCC region is estimated at 226 million kg and Saudi Arabia is the leading player con-

tributing 56%, followed by the UAE at 23%. Almarai has a 44.8% market share, followed by Nadec and Al Safi 

with market shares of 10.7% and 9.4%, respectively . 
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Almarai is the leading 

market shares in GCC 

countries in milk, laban 

and yogurt. 

Almarai’s revenues from fresh and long life milk (SAR mn) 
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Cheese & Butter 

Almarai’s Cheese & Butter product group is made up of spreadable cheese in jars, cheese triangles, slices, blocks, 

tins and squares, halloumi, feta and mozzarella cheese, butter and butter ghee. In 2015, the product group wit-

nessed a drop of 2% delivering sales of SAR 1,689 million. Almarai attributed the drop to fierce competition and 

deep price discounting, as well as  weakening export activities due to the unfavorable geopolitical situation through-

out most regional export markets. During the period between 2006 and 2015, the segment revenues grew at a 

CAGR of 11.6%. In medium to long term, we remain positive on the growth prospects of the product group on the 

back of favorable demographics, expansions and changing dietary habits 

 

 

 

 

 

 

 

 

 

 
 

Total GCC processed cheese market is estimated at 89.6 

million kilograms which is dominated by jars (48.0%), 

triangles (17%) and squares (11%) in addition to tins, 

slices, blocks and tubs. Geographically, KSA accounts for 

68.8% of the total market in-line with its population 

share. 

Among the players in the GCC cheese market, Almarai is 

the market leader with a 34.6% market share followed 

by Kraft (20.2% share) and Fromageries Bel (19.6% 

share).   

We expect Almarai’s cheese segment to grow further as 

being a market leader, the company would have a ad-

vantage over other existing small players and new players 

as well.  
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Almarai’s Cheese & Butter segment revenues (SAR mn) 

Processed cheese market by GCC markets   Processed cheese market by Type 

Processed cheese market by manufacturers 
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1,649 
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Source: Almarai & Nielsen 

Source: Almarai Company  
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Juice market to drive growth in future 

GCC Juice market 

GCC Juice market is dominated by three categories, Juice drinks, Fresh juice and Long life juice, of which the biggest 

market share is held by Juice drinks (46.2%) followed by Fresh juice (38.3%) and Long life juice (11.6%). Of the 

countries present in the GCC, Saudi market holds a market share of 68% capitalizing on its population share. 

Among the players operating in the market, Almarai, Rani and Al Rabie lead the market with shares of 15.6%, 

13.7% and 10.7%, respectively closely followed by Suntop and Nadec with market shares of 6.7% and 4.8%. With 

low entry barriers, juice market in GCC is extremely fragmented. With impressive market share in GCC, Saudi Arabia 

is a strong market for juices. Going forward, on the back of increasing population, changing dietary habits and in-

creasing health awareness among the citizens in the Kingdom, we expect the market to be even more attractive. In 

this scenario, as a player enjoying highest market share in the segment, Almarai is expected to witness strong 

growth supported by growth in its juices segment.  
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Almarai is the leading 
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Juice market by GCC markets  Juice market by product type 

Juice market by brands 
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Almarai’s focused distribution supported by product innovation which include introduction of new flavors resulted in 

an impressive performance of this segment. Almarai’s Fruit juice segment in 2015 witnessed an annual sales growth 

of 13.7%. We believe the growth story to remain intact going forward on the back of favorable demographics.  

 

 

 

 

 

 

 

 

 

 

 

Bakery segment to support Almarai’s overall growth story  

Given its young population in the Middle East, Saudi Arabia is an attractive market for baked goods. Bakery market 

in the Kingdom is estimated at 257 million kilograms and is highly fragmented with the top 14 players holding just 

54.4% market share as of 2015. Within the bakery segment, Bread product segment dominates the market with 

65.6% market share, followed by Pastries (15.7% market share) and Cakes (12.3% market share). Daily consump-

tion by consumers made bread segment dominate the market in the Kingdom. On a regional level, the central re-

gion in the Kingdom accounts for 43.0% of the total market, followed by the western region which accounts 

29.9%. Among the players, Western Bakeries is the leading manufacturer with a market share of 23.2%. With the 

acquisition of Western Bakeries in 2007, Almarai entered Kingdom’s Bakery segment. The company markets its 

products under the L’usine brand (consists of pastry, cakes, biscuits, bread, buns, waffle, maamoul and sambosa 

leaves) and the 7Days brand (consists of pastry and cakes). In 2012, Almarai further expanded its distribution net-

work and presently covers the entire GCC region. On the back of growing health consciousness among the consum-

ers, we expect healthier food, particularly bread and bread substitutes to witness strong growth in long run.  

The Figure below represents Almarai’s bakery revenues for the period between 2006 and 2015 which have grown at 

a CAGR of 21.3%.On the back of growing young population in the country and changing dietary habits, in medium 

to long term, we believe the segment will continue to witness impressive growth rates.   
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Almarai’s Fruit Juice segment revenues (SAR mn) 

Almarai’s Bakery segment revenues (2006-2015) 
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Growth of Poultry segment to support Almarai in long term 

Saudi poultry consumption is estimated at 1.54 million metric tons (mt) in 2015, revealing an increase of 11% over 

2014. the figure is expected to hit 1.56 million mt in 2016 fueled by population growth and the growth in the num-

ber of Umrah and Hajj pilgrims following the the completion of the  bulk of the expansions in Al-Masjid al-Haram. 

Local production is projected to reach 780,000 mt in 2016 up from 700,000 mt in 2015. Broiler meat imports edged 

up from 793,000 mt in 2014 to 900,000 mt in 2015. Accordingly, imported frozen broiler meat has a 54% market 

share. Out of the total imported frozen, almost 81% is sourced from Brazil while most of the remaining is imported 

from France. Poultry imports are predicted to slump by 50k tons in 2016 culminating at 850k tons driven by the 

growth in local production. On the other hand, USDA estimated poultry exports to other neighboring GCC countries 

at 60k tons in 2015 fueled by the growth in domestic production. Exports are subjected to government restrictions 

factoring in the local market situation and government subsidies .  

The per capita chicken consumption in Saudi Arabia is amongst the highest in the world (48kg) and it represents 2/3 

of Kingdom’s total protein consumption. Moreover, consumers in the Kingdom prefer small whole birds (900g – 

1100g). Going forward, based on consumption and preferences, we believe KSA market to be developed in the lines 

of most other markets in the world and grow at an average rate of 5.0% per annum.  

 

 

 

 

 

 

 

 

 

 

The cost structure of the Saudi poultry industry is relatively given increased reliance on imported feed products, vac-

cines, and equipment coupled with the unfavorable climate conditions as well as high mortality rates. The govern-

ment is constantly imposing restrictions on the usage of underground water and has banned the cultivation of fod-

der by the end of 2018. In an attempt to help producers cope with increasing production cost, the government has 

been providing subsidies for animal feed, interest-free loans and rebates on the purchase of certain poultry equip-

ment. According to USDA, feed cost represents about 70%, on average, of broiler production costs in Saudi Arabia.  

Local consumers generally prefer locally produced fresh broiler chickens with more than 80% of local broiler meat is 

sold fresh/chilled, which is more profitable for local producers as fresh broiler chickens are sold at premium prices 

versus frozen chickens. The average size of a chicken ready for cooking is about one kg.  

Industry Structure   

Since 2010, the poultry industry has injected staggering investments of USD 2.83 billion to boost production capaci-

ty. The market in Saudi Arabia is dominated by few producers, notably Al-Watania Poultry, Fakieh Farms, and Alma-

rai. The combined production of the three producers in 2014 represented around 60% of total local production. 

Given the staggering expansions carried out by the three companies, their market shares in local production is ex-

pected to widen from 60% to 70% of the total domestic broiler meat production by the end of 2017.  

According to USDA, Al-Watania is the largest producer in the kingdom, contributing more than one third of the 

broiler meat production. The production facilities are located in Buraydah, Qassim Province. In 2010, Al-Watania 

launched an expansionary program to raise its annual capacity by 2015, from 500k broilers per day to one million 

broilers per day, however industry sources estimates production had not exceeded 180k mt in 2015 up 31% only 

from 2010. Al-Watania is also construction a huge farm in the northern region of Jawf with a production capacity of 

one million boilers a day. 
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Fakieh Poultry Farms is injecting huge investments in its production facilities to augment its annual production from 

about 430k broilers a day or about 124k MT a year to one million broilers a day or 288k MT by 2020, according to 

USDA.  

Almarai launched its poultry operations in 2009 with the acquisition of Hail Agricultural Development Co. - HADCO 

in deal worth SAR 950 million (USD 253.2 million). Since then, Almarai has embarked on ambitious expansions plan 

to increase the capacity of the production facilities to 200 million birds per annum by the end of 2016, which is 

more than double the production in 2015. All production of broiler meat production is sold fresh\chilled. In addition, 

Almarai does not produce table eggs.  

Supply to Restaurants  

In 2015, for the first time, Almarai sold directly to the promising restaurants market. On the other side, Fakieh Poul-

try possesses a series of restaurants in GCC countries, Egypt, Yemen and Jordan and operates through two brands 

are "Taza" with 110 branches. In addition, Fakeih launched "Betty" in Makkah in 2010. The company’s restaurants 

consume 50 thousand boilers a day. Al-Watania owns Dajen restaurant with 14 outlets. On the other hand, other 

international and local fast food restaurants depend on imported poultry. 

A significant slump in the poultry sector losses coupled with revenue growth 

As a result of consistent focus on product quality, communication, packaging and distribution, Almarai has phenom-

enally increased its poultry revenues over the last four years. In 2015, the segment witnessed strongest sales growth 

at 23.4% y-o-y., and cut losses by 46%. 

 

Infant Nutrition market – A potential growth driver in future 

Targeted Infant Nutrition market size (GCC and exports to MENA and neighboring countries) is estimated at 40,000 

tons or SAR 2.1 bn per annum. It is also estimated that the category’s growth is higher than population growth due 

to changes in consumer trends and currently the entire demand in the segment is met by imports from outside the 

region. Pharmacies dominate Infant formula volumes at 83.0%, while supermarkets are believed to be gaining im-

portance growing at an average annual rate of 14.0%.  Abbott, Wyeth, Nestle and Saudi pharmaceuticals are the 

top 4 leading manufacturers and together they contribute to 70.0% volume to the category. By acquiring Wyeth’s 

baby nutrition businesses, Nestle has become the market leader in the KSA Infant formula market with a share of 

32.3%.     

In June 2010, Almarai signed an agreement with Mead Johnson Nutrition to form a 50-50 joint venture, Internation-

al Pediatric Nutrition Company (IPNC). In the first quarter of 2014, Almarai took full control of IPNC. We believe this 

would provide a strong platform for Almarai to grow its infant nutrition business across the GCC and North Africa.   
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Debt maturity profile and fund diversification offers Almarai enough finan-

cial strength 

The debt structure is diversified among banking facilities, government financing and sukuks (not including perma-

nent sukuks of SAR 1.7 billion treated as minority in shareholders’ equity). In 2015, Almarai issued seven-year sukuks 

in the amount of SAR 1.6 billion with variable yields, thus raising net debt 2015 by 6.6% from SAR 8,762 million to 

9,344 million, however the net debt/equity ratio fell from 75% to 74%. 

 

 

 

 

 

 

 

 

 

 

 

Almarai intends to finance its future projects through borrowing and self-financing. In December 2015, the unwith-

drawn banking facilities hit SAR 2.74 billion, in addition to unused funding of SAR 380.3 million from the Industrial 

Development Fund. We believe that maturity and diversification of debt provide sufficient financial resources to ex-

pand comfortably. 

 

 

 

 

 

 

 

 

 

 

Re-orientation of logistics operations to support overall margins growth  

Almarai has commissioned Switzerland-based Swisslog to automate its distribution logistics for their operations in Al 

Kharj, Saudi Arabia. The value of the order is approximately €43 million (USD46.2 million). According to Swisslog, by 

the end of 2018, the automation projects will be implemented in five phases. In addition to innovative warehouse 

logistics, the company will also handle on-site system operation. Almarai intends to link the project to its strategic 

reorientation of logistics operations, through which it intends to achieve additional competitive advantages which 

results due to optimization and acceleration in logistic processes. The scope of Swisslog order includes cranes, con-

veyors, monorail systems, automated truck loading and automated picking modules. Swisslog will install warehouse 

management software based on the extended warehouse management (EWM) warehouse management module 

from SAP to control all goods movements. We believe Almarai’s initiatives towards reorientation of its logistics oper-

ations will support improvement of its margins in long term. 
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Flexible Management Underpins Operations   

On October 9, 2014, a fire broke out in some bakery plants in Jeddah causing heavy destruction, however bakery 

sales edged up in 2014 and 2015 despite limited production capacity. In addition, Almarai overcame the interruption 

of the power supply for a number of production facilities in Al-Kharj city in November 2015  without disrupting oper-

ations. Furthermore, Almarai is the first producer of milk to invest heavily in arable land outside the kingdom in antic-

ipation of tightening restrictions on animal feed production in the kingdom.  

Almarai pays an annual cash dividend 

The cash payout ratio ranged between 34.7% and 45.4% of net income during the last ten years. The management 

proposed a DPS of SAR 1.15 for 2015, representing a payout ratio of 36%. Almarai will convene an extraordinary 

general assembly on April 3, 2016 to endorse a capital increase through stock dividends. 
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Cash dividends  

Year Share Capital Before Bonus Share Capital After Bonus Percentage 

3771 750 1,000 33.3% 

37.7 1,150 2,300 100.0% 

37.. 2,300 4,000 73.9% 

2013 4,000 6,000 50.0% 

2016 6,000 8,000 33.3% 

Capital Increases through Stock Dividends (SAR mn) 
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Investment risks 

Volatility in Raw material prices to affect Almarai’s overall profitability  

Corn, alfalfa and sugar are main input ingredients of Almarai and fluctuations in feedstock and raw material prices 

are expected to impact Almarai’s profit margins. The expansions in arable land scale back the impact of this volatility.  

Feedstock supply disruptions to impact Almarai’s overall performance  

By 2019, Almarai will be obliged to import its entire fodder needs, thus the milk producer may not be able to fully 

control the process of fodder supply. Accordingly, any substantial disruption in the supply process may be detri-

mental given the staggering number of cows. 

Downfall of planned investments under the capital investment plans to affect the bottom-line 

Food consumption in Saudi Arabia has increased at a rapid pace over the years with the strong growth in population. 

To meet the growing demand and expansions in the densely-populated Egyptian market, Almarai directed majority of 

its investments on increasing its capacity and continues to do so going in future. Any delays in executing the expan-

sion plans and unscheduled technical snags which will cause the utilization rate to fall can hamper Almarai’s capacity 

addition plans which will have serious functional as well as financial implications.   

In May 2015, Almarai Company disclosed a new investment plan of SAR 21 billion for five year period, under which 

the company, in addition to replacing the existing investment base, will also cover capacity expansion needs in the 

areas such as farming, manufacturing, distribution and logistics. The investments are made primarily to improve the 

top-line and control costs by way of backward integration and stronger distribution network which will help in clear-

ing the stock and improve cash flows and top-line. However, a downfall in these investments not materializing will 

significantly impact Almarai’s financial performance as the company will be become highly leveraged. 

Fall in consumer demand on reduced government spending to affect Almarai’s overall growth prospects 

Consumer demand in the GCC region and in KSA in particular, is highly dependent on government’s focus, specifi-

cally on improving the living standards of the citizens. We believe a steep decline in oil prices off late, though may 

not affect government spending in near term but sustained low prices are expected to impact government’s spending 

in long run which will in turn affect the consumer demand. A slowdown or a decline in consumer demand is believed 

to negatively impact the Almarai’s overall growth prospects. Although Almarai operates in a defensive sector, the 

slump in purchasing power will increase the competition in the market and intensify demand for low-priced products. 

Lack of product Innovation and Failure in understanding consumers’ preferences to impact Almarai’s 

growth story in long run 

Almarai leveraged on thorough understanding of consumer taste in the region and continuous product innovation 

for its success. Going forward, on the back of changing demographics and increasing urbanization, thee company 

has to work intensely towards increasing its capacity, optimizing its resources and work aggressively towards product 

innovation. Failure in these aspects will cause Almarai to lose its market share to its other competitors as Dairy, Poul-

try and Bakery markets in the GCC region are highly fragmented in nature.    

Price controls by Government 

Geographically, the majority of revenues are concentrated in Saudi Arabia, and in terms of sectors, the dairy sector 

remains the primary contributor. Consequently, the company's earnings will remain subject to government pricing, 

especially with the rising cost of production. Recently, Almarai altered the prices of some products, including large-

sized milk containers, however the prices remain compatible with existing government pricing. We believe milk pro-

ducers will seek to obtain government approval to raise the milk price celling. 

By the end of 2015, the Saudi Food and Drug Authority extended the expiry date of pasteurized milk from five days 

of validity to 7 days starting from 2016. According to the estimates of the Saudi Chamber of Commerce, the previ-

ous decision resulted in an annual loss of SAR 500 million despite the validity of the product. 

Tighter restrictions on foreign labor in the future will raise the cost of production  

Any additional governmental restrictions on the use of foreign labor will augment the cost of production in the fu-

ture, however we do not have such a concern in the short term as Almarai is classified in a high level in the green 

category in Nitaqat program.  
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Implications of exchange rate fluctuations in some markets   

There are significant growth opportunities for Almarai in Egypt factoring in the staggering population base as well as 

the dominance of the unprocessed milk consumption, thus the increased health awareness will augment the appetite 

for processed milk. In 2015, Almarai’s sales in Egypt edged up 36.4%, representing 6% of total revenues and out-

pacing the growth in other markets. Nevertheless, the existing deprecation of the Egyptian pound will not accurately 

reflect the performance in the market in the consolidated financial statements of Almarai especially as the deviation 

between the formal and informal exchanges rates of the dollar approximated 15%.  
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Income Statement (SAR mn) 2013A 2014A 2015A 2016F 2017F 

Total Revenues  11,219  12,606  13,795  15,502  17,195  

COGS* 7,267  8,013  8,511  10,030  11,014  

COGS/Sales 64.8% 63.6% 61.7% 64.7% 64.1% 

SG&A* 2,155  2,595  3,021  3,370  3,731  

SG&A/Sales 19.2% 20.6% 21.9% 21.7% 21.7% 

EBIT 1,797  1,998  2,262  2,102  2,450  

EBIT Margin 16.0% 15.8% 16.4% 13.6% 14.2% 

Others (Net) (254) (243) (398) (285) (334) 

Pre-Tax Income 1,542  1,755  1,864  1,817  2,116  

Tax and Zakat  42  71  66  55  59  

Minority (2) 10  (117) 18  41  

Net Income  1,502  1,674  1,916  1,745  2,015  

ROS  13.4% 13.3% 13.9% 11.3% 11.7% 

      

Balance Sheet (SAR mn) 2013A 2014A 2015A 2016F 2017F 

Cash and Marketable securities  1,811  797  2,039  1,450  2,030  

Accounts Receivables 639  727  776  892  989  

Inventory  2,545  2,769  2,836  3,160  3,470  

Others  353  618  504  779  863  

Total ST Assets 5,348  4,912  6,155  6,280  7,352  

            

Property, Plant and Equipment (PP&E, net) 15,028  17,246  19,924  21,775  23,482  

Intangible assets 2,302  1,350  1,009  1,009  1,009  

Others  493  441  282  282  247  

Total  LT Assets 17,823  19,037  21,215  23,066  24,738  

Total Assets 23,171  23,949  27,370  29,346  32,091  

            

Short Term Debt and CPLTD 1,683  1,821  2,039  2,247  2,451  

Accounts Payable 1,989  2,107  2,730  2,721  2,987  

Others  49  114  37  37  37  

Total ST Liabilities 3,720  4,043  4,807  5,005  5,476  

            

Total Long Term Debt 8,180  7,737  9,343  9,899  10,585  

Other Noncurrent Liabilities  506  538  603  595  646  

Equity  10,764  11,631  12,617  13,847  15,383  

Total Liabilities and Equity  23,171  23,949  27,370  29,346  32,091  

      

Cash Flow (SAR mn) 2013A 2014A 2015A 2016F 2017F 

Operating Cash Flow 2,586  3,199  4,932  3,029  4,096  

Financing Cash Flow  2,115  (1,082) 732  (52) 95  

Investing Cash Flow  (3,302) (3,115) (4,409) (3,566) (3,611) 

Ending Cash  1,811  797  2,038  1,450  2,030  

* Including depreciation and amortization  

Presentation of financial statements may differ from the company’s presentation. However, there is no impact on the final results. 

Source: Company Filings, Albilad Capital Research Estimates 
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Albilad Capital Rating Methodology 
 

Al-Bilad Capital uses its own evaluation structure, and its recommendations are based on quantitative and qualitative data collected by the analysts. Moreover, 

the evaluation system places covered shares under one of the next recommendation areas based on the closing price of the market, the fair value that we set 

and the possibility of ascent/descent. 

 

Overweight: The Target share price exceeds the current share price by ≥ 10%. We expect the share price to reach the Target price over the next 9-12 

months  

 

Neutral: The Target share price is either more or less than the current share price by < 10% We expect the share price to reach the Target price over 

the next 9-12 months 

 

Underweight:  The Target share price is less than the current share price by ≥ 10%. We expect the share price to reach the Target price over the next 9-12 

months  

 

To be Revised: No target price had been set for one or more of the following reasons: waiting for more analysis, waiting for detailed financials , waiting 

for more data to be updated, major change in company`s performance, change in market conditions or any other reason from Albilad Capi-

tal Research. 

Albilad Capital 
 

Client Services 

E-mail: clientservices@albilad-capital.com 

Tel: +966-11-203-9888 

Toll-free: 800-116-0001 

 

 

 

 

Asset Management 

E-mail: abicasset@albilad-capital.com 

Tel: +966-11-290-6280 
 

 

 

Research & Advisory  

E-mail: research@albilad-capital.com 

Tel: +966-11-290-6250 

Website: www.albilad-capital.com/en/research 

 

Brokerage 

E-mail: abicctu@albilad-capital.com 

Tel: +966-11-290-6230 

 

Investment Banking 

E-mail: investment.banking@albilad-capital.com 

Tel: +966-11-290-6256 

Disclaimer 
 

AlBilad Capital exerted utmost efforts to ensure that the information included in this report is accurate and correct. However, AlBilad Capital Co., its managers, 

and staff bear no liability whether explicitly or implicitly for the content of the report and no legal responsibility, whether directly or indirectly, for any results 

based on it. 

This report should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever 

without a prior written permission from AlBilad Capital. 

We would also like to note that this information in no way constitutes a recommendation to buy or sell banknotes or make any investment decisions.   

Any investment act taken by an investor based fully or partially on this report is the complete responsibility of the investor. 

This report is not meant to be used or seen as advice or an option or any other measure to be taken in the future. We recommend consulting a qualified invest-

ment advisor before investing in these investment tools. 

AlBilad Capital preserves all rights associated with this report. 

CMA Authorization Number 08100-37 

http://www.albilad-capital.com/en/research

