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Target Price: SAR44/share
Current Price: SAR32.94/share
Upside: 33.5% (+Div. Yield: +7.2%)
Rating: Overweight

Modern Mills Company

In line 3Q results; Capacity expansion to drive growth

. In line 3Q25 performance across the board with revenues remaining broadly stable as
flour gains offset feed softness, and net profit rising 16% y/y on lower financing costs.

. MMC secures GFSA approval, doubling Al-Jumum capacity to fuel long-term growth,
projected to drive revenue growth of 9.1% CAGR over 2024-28e. Earnings to rise at a

; CAGR of ~11% over 2024-28e, driven by improved scale and lower finance costs.

I:SI t'(csk:; ) 2226?3: = We revised our TP to SAR44/sh (SAR51.6/sh earlier) using both DCF and P/E (11x on 26e
cap (SARmn , o . . . .
Avg. Trd. Val (3m) (SARmn) 53 EPS) valuations, indicating an upside of 33.5% and an Overweight rating.
Free float 31.0% 3025 results: Modern Mills (MMC) delivered broadly stable topline, edging up 0.8% y/y to
i 0,
QF! holding 2.5% SAR254mn, in line with our estimates. Growth was driven by a 10% increase in the Flour small
TASI FF weight 0.03%

packs segment, though this was offset by a 10% decline in the Feed segment, reflecting the

pass-through of lower commodity prices to customers. Further, gross profit remained resilient

at SAR94mn (slightly down by 0.6% y/y), also in line with expectations, resulting in GPM

Prices indexed to 100 contracting to 36.8% versus 37.3% in 3Q24. However, operating profit declined 6.5% y/y to
o SAR64mn, weighed down by a 15.2% rise in operating expenses. Nonetheless, net profit
. increased by 16% y/y to SAR56mn and came in line with our estimates of SAR58mn, mainly
80 supported by lower financing costs.

60

40 Mill C approval marks major milestone in modern mills’ growth strategy: MMC has obtained
20 GFSA final approval to commence operations at its newly built Mill C in Al-Jumum facility last
September, more than doubling the capacity from 1,200 MT/day to 2,450 MT/day (104%
increase), marking a pivotal milestone in the company’s long-term growth strategy. This
expansion will lift MMC's total flour production capacity from 3,450 MT/day to 4,700 MT/day

Source: Bloomberg
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Source: Bloomberg by 4Q25e (although it will only partly reflect in 4Q25, as one month will be dedicated to pilot
production), reinforcing its ability to meet rising demand across domestic and export markets.
In addition, MMC plans further enhancements at its Khamis facility in 2026e, raising daily
production from 1,650 MT/day to 1,800 MT/day. With existing mills already operating at near
max utilization rate, these expansions will strengthen supply reliability and position MMC to
capture accelerating demand for flour.

Figure 1: Key financial metrics

Revenue 939 1,000 1,028 1,135 1,292
Revenue growth -4% 7% 3% 10% 14%
Reem Alotaibi Gross Profit 346 373 375 419 470
+966-11-834 8470 Gross Profit margin 37% 37% 36% 37% 36%
Reem.Alotaibi@gibcapital.com Op. income 254 259 259 292 325
Net profit 202 209 227 266 298
Net profit margin 22% 21% 22% 23% 23%
EPS (SAR) 2.5 2.55 2.8 3.2 3.6
DPS (SAR) 2.3 2.0 2.0 2.4 2.7
P/E 13.4x 12.9x 11.9x 10.1x 9.0x

Source: Company data, GIB Capital
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Beyond flour, MMC is scaling its feed operations with the new Al-Jumum feed plant, expected
to be operational by 4Q26e or early 1Q27e, which will expand annual feed production capacity
by 422,000 MT/year to 870,400 MT/year. These investments are projected to drive robust
financial performance, with revenue growth of 9.1% CAGR over 2024-28e, reaching
SAR1,416mn by 2028e. Despite expansion-related costs and potential input cost pressures from
raw materials like soya and corn, earnings are forecasted to grow at a 11.1% CAGR over 2024—
28e, supported by improved scale and lower financing costs. With a resilient demand outlook
and the sector’s defensive profile, we consider the stock a compelling value opportunity. The
attractive dividend vyield of approximately 7.2% further enhances its appeal, offering a
meaningful cushion against potential downside risk at current levels.

After revising our estimates, a gradual ramp up of capacity expansion
(unlike assuming at a faster rate previously) and lower valuation multiple to align with the
prevailing industry trend, we revised our target price to SAR44/sh (SAR51.6/sh earlier), based
on DCF and P/E based (11x P/E on 2026e EPS) valuation approaches, indicating an upside of
33.5% and hence maintaining our Overweight rating. Downside risk includes the reduction or
removal of wheat subsidy, sharp movement in raw material prices, delay in capacity addition,
increasing customer concentrations, and any regulation on food wastage.

Figure 2: 3Q25 results summary

SARmMn 3Q25 3Q24 y/y % 2Q25 q/q%  GIBC est. Variance %
Revenues 254 252 0.8% 241 5.8% 263 -3.1%
Cost of sales 161 158 1.7% 158 2.0% 168 -4.5%
Gross profit 94 94 -0.6% 83 13.0% 94 -0.5%
Opex 29 26 15.2% 25 15.6% 29 2.6%
Operating profit 64 69 -6.5% 57 11.8% 65 -1.9%
Net income 56 48 16.0% 50 13.0% 58 -3.1%
Margins

Gross margin 36.8% 37.3% 34.5% 35.9%

Operating margin 252%  27.2% 23.9% 24.9%

Net margin 22.1% 19.2% 20.6% 22.1%

Source: Company data, GIB Capital
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Financial analysis in charts

Figure 3: Milling capacity (tons/day)

Figure 4: Sales volume (‘000’ tons)

7,570
1,572
6,100 6,250 1,444
2,720 1,250 1,255 1,270
4,850 4,850 1,400
1,400 137 132 137
1,400 1,400 322 332 332
2023 2024 2025e 2026e 2027e 2023 2024 2025e 2026e 2027e
o Wheat B Feed ™ Flour H Feed B Animal Bran
Source: Company data, GIB Capital Source: Company data, GIB Capital
Figure 5: Revenue (SARmn) Figure 6: Margin trend
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Source: Company data, GIB Capital, *net debt includes lease liabilities
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Financials

Figure 9: Summarized basic financial statements (SARmn)

Revenue 939 1,000 1,028 1,135 1,292
revenue y/y -4% 7% 3% 10% 14%
COGS 593 627 653 716 822
Gross Profit 346 373 375 419 470
Gross Profit margin 37% 37% 36% 37% 36%
Selling and distribution expenses 29 49 54 58 66
General and administrative expenses 63 65 63 69 79
Expected credit loss/(reversal) 0 0 0 0 0
Operating profit 254 259 259 292 325
Operating margin 27% 26% 25% 26% 25%
Finance costs, net 44 48 25 19 19
Other income/(expenses) 0 0 0 0 0
PBT 209 212 233 273 306
Zakat/tax 7 3 6 7 8
Net income 202 209 227 266 298
Net margin 22% 21% 22% 23% 23%
y/y -13% 3% 9% 17% 12%
EPS 2.5 2.5 2.8 3.2 3.6
DPS 2.3 2.0 2.0 2.4 2.7
Payout 93% 78% 73% 73% 73%
EBITDA 312 319 320 362 396
(BalanceSheet 20232 20242 2025 20%6e 2027
Inventory 86 87 98 108 124
Trade receivables 1 10 14 16 18
Prepayments and other current assets 32 36 36 40 45
Cash and cash equivalents 112 183 99 22 46
Due from related party 10 0 0 0 0
Total Current Assets 242 316 248 185 233
Property and equipment 704 778 851 951 956
Right-of-use assets 221 207 192 177 161
Intangible assets 3 4 5 6 7
Total Non-Current Assets 927 988 1,048 1,134 1,124
Total Assets 1,169 1,304 1,296 1,319 1,356
Current Liabilities 195 195 188 200 219
Non-current Liabilities 727 846 784 722 660
Equity 248 263 324 396 477
Total Equity and Liabilities 1,169 1,304 1,296 1,319 1,356
BVPS 3.0 3.2 4.0 4.8 5.8
Cashflow 2023 20242 2025  20%6e 2027

Cashflow from Operations 236 276 295 359 387
Cashflow from Investing (56) (107) (121) (156) (62)
Cashflow from Financing (186) (98) (258) (280) (301)
Total Cashflows (6) 71 (84) (78) 24

Source: Company, GIB Capital
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Figure 10: Key ratios

Profitability ratios

RoOA 17% 16% 18% 20% 22%
RoE 81% 79% 70% 67% 63%
Sales/Assets 80% 77% 79% 86% 95%
Net margin 22% 21% 22% 23% 23%

Liquidity ratios

Current ratio 1.2 1.6 13 0.9 1.1
Inventory days 53 50 55 55 55
Receivable days 0 4 5 5 5

Payable days 25 31 31 30 30
Cash conversion cycle 28 23 29 30 30
Debt ratios

Net Debt/EBITDA 2.2 2.2 2.3 2.0 1.6
Debt/Assets 0.5 0.5 0.5 0.4 0.3
Net Debt/Equity 2.7 2.7 2.2 1.9 1.4

Valuation ratios

P/E 13.4 12.9 11.9 10.1 9.0
P/B 10.9 10.3 8.3 6.8 5.7
EV/EBITDA 11.2 10.9 10.9 9.6 8.8
FCF Yield 8.4% 7.8% 6.3% 7.3% 12.0%
Dividend Yield 6.9% 6.1% 6.2% 7.2% 8.1%

Source: Company, GIB Capital




Equity Research Report
MODERNMI AB Equity
12 November 2025

JuuS il
I CAPITAL

This research report has been prepared by GIB Capital, Riyadh, Saudi Arabia. It has been prepared for the general use
of GIB Capital's clients and may not be altered, redistributed, retransmitted or disclosed, in whole or in part, or in any
form or manner, without the express written consent of GIB 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 GIB Capital. The information
contained was obtained from various public sources believed to be reliable, but we do not guarantee its accuracy. GIB
Capital makes no representations or warranties (express or implied) regarding the data and information provided and
GIB 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. GIB Capital or its officers (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. GIB Capital 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. GIB Capital 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. Where the report contains or refers to a recommendation about a specific security or securities
service, please note that it may not be suitable for all recipients. 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. The subjectivity in future expectations is complex and
may miss actual or reported numbers.

This research document and any recommendations contained are subject to change without prior notice. GIB Capital
assumes no responsibility to update the information in this research document. 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 GIB Capital to any registration or licensing requirement within such jurisdiction

The principal activities of GIB Capital are Dealing, Custody, Managing, Arranging and Advising pursuant to the Capital
Market Authority ("CMA") License No. 07078-37.

We use a rating system based on potential upside, 1 year from today, referred to as the Target price. For "Overweight"
ratings, the estimated upside is >10%, for "Underweight", the estimated downside is <10%. For returns in between +/-
10%, we have a Neutral rating.

Contact us for queries:

Sell Side Research Department,

GIB Capital,

B1, Granada Business & Residential Park,
Eastern Ring Road, PO Box 89589, Riyadh 11692
www.gibcapital.com
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