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Target Price: SAR155/share
Current Price: SAR152/share
Upside: 2% (+Div. Yield: 2.5%)
Rating: Neutral

Alamar Food Company (Alamar)

Trim TP to SAR155/share on higher competition
_ . We expect the company to report strong 2022 numbers in-line with IPO guidance.

TASI Ticker 6014 = However, competition is increasing though Alamar’s strong execution and business

MKkt cap (SARmn) 3,876 model may help to defend its market share.

Trd. Val 3m (SARmn) 8.7 . . . .

Free float 42.7% . The stock reached our prior target price of SAR160/sh. (published in September 2022).
QFl holding 7.3% Our revised target is SAR155/share (Neutral rating from OW prev.).

TASI FF weight 0.09% Expect good 4022: The company is likely to meet its (implied) earnings guidance for 2022 at

Source: Bloomberg the time of IPO, of around SAR145mn (before adjusting for ESOP costs which were not factored

previously). ESOP costs were 13.4mn in 3Q22 and are likely to be around 3mn each quarter and
Prices indexed to 100

likely to decline after the second vesting date in August 2023. 4Q core demand is likely to have
150

140 been stronger with World cup happening in the end of the year.
ﬁg Competition increasing: We notice that the competition is increasing again in the Pizza space
110 in KSA. In the past, we had witnessed Maestro taking market share mainly from Pizza Hut, now
122 we see that competition is heating up again with multiple promotional offers from existing
80 players and new entrants such as Lorenzo, and Pizza Hut, now under Americana. However,
22 Alamar continues to be having a solid footing being execution focused with a reputation for
g, 2‘, g § i § § 2 2 g E quality. While broadly input prices are stable, we noticed tomato prices increasing. The
- m_OTA: Z_;am; ST company is not passing on any increase in costs of raw material and is only focusing on volume
growth. Own online deliveries are picking up well as per the management.
Source: Bloomberg
Valuation and risks: We revise our estimates slightly lower because of the competition. Based
on our revised numbers, the company trades at ~22x P/E (2024e), lower than global QSRs (25x).
Key downside risks include an increase in competition, cost of raw materials, change in the
expansion plans, and currency fluctuations in the newer markets where the company is
expanding.
Figure 1: Key financial metrics
Revenue 868 1,158 1,311 1,455
Revenue growth 25% 33% 13% 11%
Gross Profit 307 386 423 487
Gross Profit margin 35.4% 33.4% 32.3% 33.5%
Pritish Devassy, CFA, CPA EBITDA 242 259 287 338
+966-11-834 8467 Op. income 143 153 164 204
Pritish.devassy@gibcapital.com Net profit 117 127 135 173
Net profit margin 14% 11% 10% 12%
AN AR EPS (SAR) 4.6 5.0 5.4 6.9
+966-11'-834 8486 . . DPS (SAR) 0.0 33 3.8 5.1
Abdulaziz.alawwad @gibcapital.com
P/E 33.0x 30.4x 28.3x 22.2x

Source: Company, GIB Capital
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Lorenzo Pizza and Pizza Hut: Competition is picking up pace with some of the old Pizza Hut

branches converted to Lorenzo Pizza (which might explain the fast expansion in a short time -
20 branches just in Riyadh — Figure 3). It appears as if the business model is similar to Domino's,
with small box stores focusing on delivery and carryout. On the other hand, Pizza Hut follows
the bigger box model with dine-in space. Pizza Hut also has been expanding (30 stores in 2H22).
and taking up some of Hardee's spaces. Americana is planning to scale up expansion, but
Domino's continues to have lowest prices in the space in Saudi.

Figure 2: price comparison

Pepperoni Large SAR35 SAR35 SAR36 SAR39
Deluxe Large SAR35 SAR35 SAR36 SAR39

Source: Companies' menu

Figure 3: Lorenzo pizza stores in Riyadh, Feb2023
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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:

Pritish Devassy, CFA, CPA

Sell Side Research Department,

GIB Capital,

B1, Granada Business & Residential Park,

Eastern Ring Road, PO Box 89589, Riyadh 11692
Pritish.devassy@gibcapital.com | www.gibcapital.com
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