TASI ticker 2281
Mcap (SARmn) 2,460
Avg. Trd. Val (3m) (SARmn) 30.3
Free float 30.0%
QFI holding 3.6%
TASI FF weight 0.03%

Source: Bloomberg
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Target Price: SAR140/share
Current Price: SAR123/share
Upside: ~14% (+Div. Yield: 2.4%)
Rating: Overweight

Tanmiah Food Company (Tanmiah)

Strong 4Q results on margin expansion; TP revise to SAR140

= 4Q23 earnings beat our estimate, mainly due to better-than-expected segment-wise
performance and margin expansion

= Tanmiah aims to continue expanding the capacity and new Popeye’s store rollout with
the margins improving gradually aided by easing commodity prices.

=  Post 4Q23 results, we revise our TP to SAR140/sh. (SAR95/sh. earlier) based on DCF and
P/E (20x on 2024e EPS) valuation approaches and rating to Overweight.

Capacity expansions to continue: The company aims to continue to improve its production
capacity, targeting to increase its further ~3% to 514K bpd in 3Q-4Q24 and 1mn bpd in the three
coming years (looks optimistic in our view). On a conservative basis, we forecast the capacity
to grow at a CAGR of 9% over 2023-27e to reach 0.7mn bpd. Further, the company has signed
an exclusive master franchise agreement for Popeye’s in Kuwait and Bahrain and is focused on
expanding Popeye’s footprint there in the coming years. Going forward, we expect Popeye’s
locations to grow by ~18% CAGR to reach over 100 by 2027e. Overall, capacity and store
expansion (with a gradual ramping phase), along with higher product demand amid stable price
should ensure a sustainable top-line growth (+13% CAGR over 2023-27¢) in future.

Margin expansion to boost earnings: After reaching its peak in 2Q22 due to supply concerns,
average international Corn and Soybean prices have started correcting since then, down by
19% y/y and 9%, respectively in 2023, aided by easing supply concerns. In 2024 so far, average
Corn and Soybean prices continue its downward trend with a further decline of ~21% and ~14%,
respectively, weighed down by rising inventory levels amid excess supply. The KSA
government’s recent announcement of waiving some customs duties for agricultural and food-
related companies is also expected to more than offset the impact of higher HFO/diesel prices.
Further, its agreement with Tyson Foods should ensure a smooth supply of fed at the
competitive prices. Accordingly, post robust 4Q23 results, we revise our gross margin forecasts
for 2024-25e from ~23% to ~25% (although remain conservative compared to the management
guidance of ~26%) to factor in the improved market dynamics. Overall, we expect earnings to
grow at a CAGR of ~29% over 2023-27e.

Figure 1: Key financial metrics

Revenue 1,727 2,093 2,434 2,671
Revenue growth 43% 21% 16% 10%
Gross Profit 420 495 615 676
Gross Profit margin 24% 24% 25% 25%
EBITDA 220 272 330 406
Op. income 114 130 193 220
Net profit 75 89 147 175
Net profit margin 4% 4% 6% 7%
EPS (SAR) 3.6 3.8 6.3 7.4
DPS (SAR) 3.5 2.0 3.0 3.7
P/E 33.9x 32.4x 19.7x 16.6x

Source: Company, GIB Capital
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Figure 2: Corn and Soybean price movement
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Figure 3: US corn and soybean inventories (SARmn)
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Revenue grew by 20% y/y to SAR576mn, 4.3% higher
than our estimates, mainly driven by healthy growth in the Fresh Poultry (+14% vs +11%
expected) and Animal Health products (+16% vs +2% expected) segments. The Fresh Poultry
segment performance (~80% of total revenue) is driven by a 15% increase in sales volume on
better utilization amid stable production capacity (500k bpd), along with ~2% growth q/q in
prices. The Animal Health products segment growth was mainly driven by its procurement
agreement with Tyson foods, with the full impact realized in 4Q23. Further, Popeye’s revenue
rose by 62% y/y, aided by the store expansion (16 new stores added, reaching 52 vs. 20 locations
in 4Q22). Accordingly, despite a stiff competition and likely lower subsidy, gross profit margin
improved by 1.1ppts to 26.3% (22% in 3Q23), beating our estimate of 22%, We believe that this
improvement is largely attributed to the growth in the Animal Health products segment,
coupled with easing Corn/Soybean prices (-19%/-8% y/y). Higher gross profit margin helped
increase net profit margin to 5.5% (vs. 4.7% in 4Q2 2and 3.8% in 3Q23). Consequently, recurring
net income (adjusting for a one-off gain of SAR102mn in 4Q22), grew by ~39% vy/y.

Figure 4: 4Q23 results summary

SAR 000 Q42023 Q42022 yoy Q32023 goq GIBCEst. vs.GIBC
Revenue 576,220 478,778  20.4% 533,735 8.0% 552,523 4.3%
GP 151,514 119,219  27.1% 117,365  29.1% 121,555  24.6%
GP margin 26.3% 24.9% 22.0% 22.0%

Op. income 42,409 38,353 10.6% 31,229 35.8% 33,466 26.7%
Op. margin 7.4% 8.0% 5.9% 6.06%

Net profit 26,369 18,902 39.5% 17,171 53.6% 18,760 40.6%
NP margin 4.6% 3.9% 3.2% 3.4%

Source: GIB Capital, Company data

Post revision in our estimates, we revise our TP to SAR140/sh. based on
DCF (10% Ke and 2.5% terminal growth) and P/E valuation (20x; still remain lower than its peers
average due to lower margins and ROIC), implying an Overweight rating.

Key downside risks include adverse changes in Govt. support or self-sufficiency targets, delays
in the procurement of equipment, a rise in mortality, and an increase in feed costs, global
recessions, supply chain issues, increase in competition, unfavorable cost of corn and soybean,
brand dilution, entry of newer players, and weaker product demand.
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Financial analysis in charts

Figure 5: Revenue growth Figure 6: Revenue breakdown (SARmn)
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Figure 7: Margins trend. Figure 8: ROA and ROE
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Figure 9: Debt ratios Figure 10: Dividend yield
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Financials

Figure 11: Financial statement

Revenue 1,727 2,093 2,434 2,671
revenue y/y 43% 21% 16% 10%
COGS 1,307 1,598 1,819 1,994
Gross Profit 420 495 615 676
Gross Profit margin 24.3% 23.6% 25.3% 25.3%
Sales & Marketing 218 252 293 318
G&A 89 116 134 145
Operating profit 114 130 193 220
Operating margin 7% 6% 8% 8%
Finance costs (31) (31) (36) (36)
Other income 3 15 15 16
PBT 82 929 156 184
Zakat/tax (8) (10) (9) (9)
Net income before minority 75 89 147 175
Net margin 4% 4% 6% 7%
y/y 0% 0% 0% 0%
Net income after minority 187 76 125 148
EPS after minority 3.6 3.8 6.3 7.4
DPS 3.5 2.0 3.0 3.7
Payout 97% 53% 48% 50%
EBITDA 220 272 330 406
Net debt (w/o lease liabilities) 41 300 213 364
Net debt (w/ lease liabilities) 362 710 669 994

Source: Company, GIB Capital

Inventories 288 263 324 355
Cash and cash equivalents 267 111 153 2
Biological assets 129 143 147 169
Contract assets 11 22 22 22
Trade receivables and other debtors 198 239 254 279
Prepayments and other receivables 128 198 170 187
Total Current Assets 1,021 976 1,070 1,014
Property, plant and equipment 338 525 543 748
Right-of-use assets 349 423 497 687
Total Non-Current Assets 779 1,036 1,123 1,515
Total Assets 1,801 2,012 2,193 2,528
Current Liabilities 747 781 878 942
Non-current Liabilities 391 551 528 685
Equity 663 680 787 902
Total Equity and Liabilities 1,801 2,012 2,193 2,528
BVPS 33.1 34.0 39.4 45.1

Cashflow from Operations 53 116 311 317
Cashflow from Investing 116 -215 -45 -237
Cashflow from Financing -75 -68 -224 -231
Total Cashflows 94 -168 42 -151

Source: Company, GIB Capital
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Figure 12: Key ratios
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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, based on our valuation models. 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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