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KEY DATA

Fair Value per share (SAR) 219.00
Closing Price (SAR) * 189.75
52-week High / Low (SAR) 201.25/143.50
YTD/ 12-month return 15%/29%
P/E (TTM) 18.7
Shares Outstanding (Mn) 115
Market Cap (SAR Mn) 21,821
Free Float 36.3%

Reuters / Bloomberg Code 2280.SE/ALMARAI AB

*As of May 19, 2010. Sources: Reuters, Zawya, and NBK Capital
KEY METRICS

| 2009A_| 2010F | 2011F | 2012 |

P/E 19.1 16.1 14.7 13.3

EPS 9.95 11.76 12.94 14.23

Dividend Yield 2.2% 2.5% 2.7% 3.0%

RoAA 11.4% 11.3% 10.7% 10.4%

RoAE 24.4% 23.2% 22.0% 21.1%

EV/EBITDA 16.5 13.8 12.3 109

EBITDA Growth 22.9% 19.5% 12.0% 13.1%

EBITDA Margin 26.7% 26.9% 26.6% 26.4%

Sources: Company financials and NBK Capital

FORECASTS

SAR millions 2Q2010F | 3Q2010F | FY2010F | FY2011F

Revenue 1,707 1,839 6,967 7,896

EBITDA 543 711 1,872 2,098

Source: NBK Capital
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HIGHLIGHTS

12-Month Fair Value: SAR 219
Recommendation: Accumulate-Risk Level: 3**

Reason for Report: General Update

e Almarai has continued to display strong growth in sales in
1Q2010, with bakery and juice outperforming the other
segments. Bakery and juice sales grew by 32.7% and 24.4%,
respectively, year on year, and we expect the strong growth
in these segments to continue going forward. We believe
Almarai can capitalize on its brand power and distribution
capabilities to grow sales in the fragmented juice market.
The new 7Days product provided a boost for bakery sales
in 1Q2010, and will be an important growth catalyst in this
category, given the recent increase in capacity.

e Almarai, which dominates the fresh dairy market in the Gulf
Cooperation Council (GCC), was able to grow dairy sales by
11.3% year on year. Moving forward, we expect long-life
dairy to fare well as the company seeks to push this product.
Overall, we remain bullish on the dairy segment as we expect
to see a conversion trend from powder milk to fresh and
ultra-high-temperature processing (UHT) milk taking place.

e The announcement by Almarai regarding the setup of a

50:50 joint venture (JV) with Mead Johnson, the global
leader in children’s nutrition, came as a positive surprise.
In our opinion, Mead Johnson's expertise will lower the
execution risks related to the launch of this category.

Almarai’'s board of directors approved the plan to invest
SAR 2 billion to enhance the poultry operations. We have
reflected this new information in our forecasts, and our
numbers start to reflect the impact of this expansion on sales
in 2012.

e Total sales increased by 17.6% year on year to reach

SAR 1.6 billion in 1Q2010. In line with sales growth came
improvements in EBITDA, which increased by 17% to
SAR 367.8 million in 1Q2010—4.1% above our forecast.
Moreover, the company was able to maintain its EBITDA
margin at 23.6% despite the additional costs associated
with the bakery business. Net profit improved 18.6% year
on year, keeping profit margins stable at 15%.

e Qurnew 12-month fair value estimate for Almarai is SAR 219

per share. This value is a weighted average of two estimates
reached using two valuation models: the discounted cash
flow (DCF) model and a forward price/earnings-to-growth
(PEG) multiples valuation model. The 12-month fair value of
SAR 219 represents a 15% upside potential from yesterday's
close, hence our “Accumulate” recommendation.

** Please refer to page 7 for recommendations and risk ratings.
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Our fair value for Almarai is
SAR 219

VALUATION

We arrived at a 12-month fair value for Almarai of SAR 219 per share by using two valuation
methods: discounted cash flow (DCF) and peer comparison based on forward PE-to-growth (PEG)
multiples. We specified a weight for each method, as shown in Figure 1. The greater weight is
assigned to DCF, as this method examines the fundamentals of the company to determine its
future cash-generating ability. The 12-month fair value of SAR 219 represents a 15% upside
potential from yesterday’s close, hence our “Accumulate” recommendation.

Figure 1 Fair Value per Share

Discounted cash flow 70% SAR 196 70% SAR 223 14%
Peer comparison 30% SAR 211 30% SAR 210 -1%
Weighted average fair value 100% SAR 200 100% SAR 219 9%

Source: NBK Capital
Outlook - Bakery and Juice Will Be the Stars of the Show

All major segments for Almarai reported double-digit growth rates in 1Q2010; however, bakery
and juice clearly outperformed. Almarai’s sales increased by 17.6%, year on year, in 1Q2010,
with bakery and juice sales increasing by 32.7% and 24.4%, respectively. In our last update
on Almarai, we highlighted that juice will be a fast-growing segment for Almarai. The juice
market in the GCC is highly fragmented, with the top three players (Almarai included) controlling
around 35% of the market. We believe Almarai can capitalize on its brand power and distribution
capabilities to grow sales in this product category. Moreover, as consumers are becoming more
health conscience, we could see growth in the juice market, in general, driven by changes in
consumer habits.

Bakery sales were strong in 1Q2010 as the segment benefited from the launch of the 7Days
product in 2Q2009. The 7Days product will be an important growth catalyst in this category as
the company had successfully increased capacity by the end of 1Q2010 from 300 thousand to
900 thousand croissants per day. Bakery sales are still limited to Saudi Arabia, and the company
is considering entry in other GCC countries (Kuwait is currently undergoing a soft launch).
Management highlighted that they are planning to set up bakery production facilities in the
central region of the Kingdom in order to properly serve other GCC markets. Though we think that
L'Usine and 7Days will remain strong in Saudi Arabia, we are still concerned about their rollout
in other GCC countries. Accordingly, though we increased our short-term forecasts, we remained
conservative over the medium term.

Almarai dominates the fresh dairy market in the GCC, as the company has almost half of the
market. This limits the company’s ability to grow sales of fresh dairy by capturing market share.
Long-life dairy will fare better than fresh dairy moving forward, as the company seeks to improve
its position in this category. We remain bullish on the dairy segment, despite Almarai’s sizeable
market share. The reason for this is that the GCC relies heavily on powder milk for the region’s
milk needs. Given that fresh and UHT milk are superior products, when compared to powder milk,
we expect to see a conversion trend taking place toward fresh and UHT milk. Moreover, some of
the health ministries in the GCC are promoting the benefits of fresh milk, which should hasten
this process.
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Infant Formula - Execution Risks Are Lower Now

The announcement by Almarai regarding the setup of a 50:50 JV with Mead Johnson, the global
leader in children’s nutrition, came as a positive surprise. Mead Johnson, which owns the Enfamil
brand, will be a strong partner in this category and will add value to the joint venture in the
following areas:

1. Clinical Research — Mead Johnson is well-established in pediatric nutrition and has conducted
extensive clinical tests on its products.

2. Medical Marketing Expertise — Almarai’s sales force is not experienced in this area, and Mead
Johnson will be able to provide the necessary training.

3. Specialty Formulas — Imports can be utilized to serve the requirements of children with special
needs.

The new JV with Mead Johnson will lease the infant formula plant that Almarai is currently
building. Moreover, Almarai’s management has indicated that the company will be aiming to
consolidate this new JV. We have adjusted our forecasts to reflect this change in information. We
now expect this JV to be able to capture a larger portion of the infant formula market in the GCC.
At the same time, we feel that the execution risks related to the launch of this category have been
significantly lowered.

Poultry - Expansion Approved

Almarai’s board of directors approved the plan to invest SAR 2 billion to enhance the poultry
operations. The plan involves the construction of a highly integrated production facility and the
required infrastructure that will enable that effective distribution of poultry. This facility will
eventually raise the capacity of the poultry division from 20 million birds per annum to 100
million birds per annum. We have reflected this new information in our forecasts, and our numbers
start to reflect the impact of this expansion on sales in 2012.

IDJ - Short-term Impact Remains Negative, but Long-term Prospects Are
Strong

International Dairy and Juice Co. (IDJ), Almarai’s joint venture with PepsiCo, continues to have
a negative impact on Almarai’s financial performance. Management has highlighted three areas
that are leading to losses at IDJ: 1) head office costs, 2) the focus on sales growth rather than
margin improvements in Egypt, and 3) the challenges facing the conversion of the Jordanian
business from a family-owned entity into a corporation. In our opinion, IDJ is still at the bottom
of the learning curve, and we expect to see significant leaps in performance with time. Egypt will
be an important growth market for IDJ, but investors have to be patient for results. IDJ needs to
transform all of Beyti's operational processes before achieving strong financial results. Investors
need to keep in mind that Almarai has a very strong partner on this JV, and that’s PepsiCo. We
do not have explicit forecasts for IDJ, due to the lack of visibility on the company’s financial
performance. For valuation purposes, we use the latest balance sheet value, but we believe there
may be a significant upside to this.

Increase in Religious Tourism May Positively Surprise in 2010

Religious tourism in Saudi Arabia was impacted by the HIN1 virus in 2009. With HIN1 fears
appearing to have subsided in 2010, religious tourism may pick up significantly during the
year in Saudi Arabia. Hotel occupancy rates in Makkah City have increased by around 18% in
1Q2010, highlighting the improved situation. If this improvement carries over to the Holy month
of Ramadan and the Hajj season, we may witness a positive surprise for Almarai in 2010.
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Our 2010 forecasts saw minor
improvements at the operating
level

New Forecast - Small Improvement in 2010 Numbers

Figure 2 reflects the major changes in our forecasts for 2010, which come as a result of some minor
adjustments to our assumptions. We reduced our finance charges forecasts, which, accordingly,
led to an improvement in our net income forecast for 2010.

Figure 2 New 2010 Forecasts

Figures in USD Millions 2009 Actual m 20iINewlkoraa s RiErsuS
| 0d | New 2009 Actual | 0Id2010F

Revenue 5,869 6,807 6,967 19% 2%
EBITDA 1,567 1,806 1,872 19% 4%
EBITDA Margin 26.7% 26.5% 26.9%

Net Profit 1,097 1,265 1,352 23% 7%

Source: NBK Capital

1Q2010 Sales Analysis

Almarai’s 1Q2010 results were positive, as total sales increased by 17.6% year on year to reach
SAR 1.6 billion. All of the company’s divisions, excluding the newly consolidated business
units from the HADCO acquisition, have shown strong growth in 1Q2010 as a result of a young
and growing population, consumers switching to healthier alternatives, and improving market
share.

Dairy sales, which account for 54.4% of Almarai’s total sales, increased by 11.3%, year on
year, to SAR 848 million in 1Q2010. The 10.3% increase in fresh dairy sales, the largest
component of the dairy segment, was outpaced by a 15.3% increase in long-life dairy sales.
Almarai is the leader in fresh dairy in the GCC with a market share that is close to 50%.
Almarai’s dominance in this segment makes it difficult to grow by grabbing market share.
However, the long-life dairy segment presents higher growth opportunities due to Almarai’s
relatively smaller share of the market.

Bakery and fruit juice sales were the fastest-growing segments in Almarai’s product line,
growing by 32.7% and 24.4%, respectively. Bakery sales showed exceptionally strong growth
due to the fragmented nature of the industry, Almarai’s ability to push its products, and
the introduction of the 7Days product line. Similarly, Almarai experienced strong growth in
juice sales as the company continues to capture market share. Moreover, the juice market is
benefiting from healthier consumer habits, such as switching from carbonated drinks to juices.

The recent acquisition of HADCO added two new business segments to Almarai—poultry and
arable and horticulture products. Combined, these segments contributed SAR 39.4 million
in 1Q2010, making up 2.5% of total sales. Sales of these two segments have been slow
according to management. In 1Q2010, the company closed down the poultry factory for
two weeks, in order to modify the plant and improve the output quality. This was the initial
step on Almarai’s agenda to develop the poultry segment. In the short term, Almarai will not
be focusing on improving sales in poultry but on improving quality, operating systems, and
distribution channels to meet the group standards. As for the arable and horticulture division,
the integration into Almarai’s product line has been smooth. Management attributed weak
arable and horticulture sales in 1Q2010 to the seasonality of the business.
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Net profit increased by 18.6%
in 1Q2010 with the net profit
margin remaining flat at 15%

Financial Analysis

Gross profit grew from SAR 508 million in 1Q2009 to SAR 570 million in 1Q2010—a 12.2.%
increase. Although sales showed significant improvement year on year, cost of goods sold
(COGS) increased at a faster rate, decreasing gross profit margins from 38.3% to 36.6%
during that period. The higher costs come as a result of Almarai expanding its product line by
acquiring HADCO at the end of 2009. According to management, if Almarai’s new operations
were excluded, the gross margins in 1Q2010 would have been closer to 38.2%—in line with
last year’'s margins.

Almarai achieved an EBITDA of SAR 367.8 million in 1Q2010, a 17% increase over the
1Q2009 level and 4.1% above our forecast. In addition, the company managed to sustain
its EBITDA margin at 23.6%, despite the decline in the gross profit margin and the pre-
investment costs associated with the new bakery business plant. General and administrative
expenses declined by 6% year on year in 1Q2009, offsetting the effect of a lower gross profit
margin.

Net profit followed in line with the rest of the company’s performance, improving from SAR
197.4 million in 1Q2009 to SAR 234.1 million—18.6% growth year on year. Moreover, the
company was able to maintain a net profit margin of 15% in spite of the losses from Almarai’s
new joint venture company, IDJ. Stable profit margins came as a result of a 30% decline in
interest expenses year on year.

The decline in debt expense coupled with an increase in EBITDA levels improved the company’s
interest coverage ratio to 11.4x in 1Q2010 from 6.8x in 1Q2009.

Almarai is known for its strong cash-generating capabilities, and the performance in 1Q2010
was a testament to that. Cash flows from operating activities (CFFO) increased by 36.6% from
SAR 338.6 million in 1Q2009 to SAR 462.5 million in 1Q2010, benefiting from reductions
in inventory levels.

Figure 3 First-quarter Results

First-quarter Results
SAR '000 | 2000 | 2010 102009 | 102010

Fresh Dairy 614,053 677,569 10.3% 46.3% 43.4%
Long-life Dairy 147,980 170,649 15.3% 11.2% 10.9%
Fruit Juice 124,823 155,268 24.4% 9.4% 10.0%
Cheese and Butter 297,957 330,677 11.0% 22.5% 21.2%
Bakery 134,351 178,256 32.7% 10.1% 11.4%
Poultry - 35,958 na 2.3%
Arable and Horticulture - 3,419 na 0.2%
Other Activities 6,916 7,692 11.2% 0.5% 0.5%
Sales 1,326,080 1,559,488 17.6% 100.0% 100.0%
COGS (817,835) (989,462) 21% -61.7% -63.4%
Gross Profit 508,245 570,026 12% 38.3% 36.6%
Selling and Distribution (201,114) (236,495) 18% -15.2% -15.2%
General and Admin Expenses (58,916) (565,359) -6% -4.4% -3.5%
Operating Profit 248,215 278,172 12% 18.7% 17.8%
Profit from Associate - (1,842) 0.0% -0.1%
Bank Charges (45,817) (32,212) -30% -3.5% -2.1%
EBT 202,398 244,118 21% 15.3% 15.7%
Zakat (5,183) (6,952) 34% -0.4% -0.4%
Net Income before Minority Interest 197,215 237,166 20% 14.9% 15.2%
Minority Interest 156 (3,071) 0.0% -0.2%
Net Income 197,371 234,095 18.6% 14.9% 15.0%

Source: NBK Capital

nbkcapital.com | 5


http://www.nbkcapital.com

May 20, 2010 Food and Beverage — Almarai

FINANCIAL STATEMENTS

Balance Sheet (SAR Millions) | Historic [ Forecast |
Fiscal Year Ends December 2008 [ 2009 | 2010 2011 2012 2013 2014
ASSETS

Cash 247 508 252 283 641 1,224 2,627
Total Receivables, Net 410 455 557 628 707 812 927
Total Inventory 1,097 1,219 1,452 1,648 1,861 2,126 2,415
Other Current Assets 7 - - - - - -
Total Current Assets 1,760 2,182 2,262 2,559 3,209 4,162 5,969
Property/Plant/Equipment, Total - Net 5,343 7,017 8,883 10,550 11,617 12,123 12,630
Goodwill and Intangibles 549 793 793 793 793 793 793
Long Term Investments 489 963 963 963 963 963 963
Other Long-Term Assets, Total 40 32 32 32 32 32 32
TOTAL ASSETS 8,181 10,987 12,932 14,897 16,615 18,073 20,387

LIABILITIES & EQUITY

Accounts Payable 670 963 1,138 1,292 1,459 1,666 1,893
Short-Term Debt 511 396 574 663 713 701 747
Other Current Liabilities 108 82 82 82 82 82 82
Total Current Liabilities 1,289 1,440 1,794 2,037 2,254 2,449 2,722
Long-Term Debt 3,133 3,981 4,640 5,366 5,767 5,671 6,044
Other Liabilities 128 166 202 247 301 367 448
Minority Interest 14 17 21 25 30 35 40
Total Liabilities 4,564 5,604 6,657 7,675 8,352 8,522 9,254
Total Equity 3,617 5,383 6,275 7,222 8,263 9,551 11,133
TOTAL LIABILITIES AND EQUITY 8,181 10,987 12,932 14,897 16,615 18,073 20,387
Income Statement (SAR Millions) | Histrie 0 Forecast =~ = |
Fiscal Year Ends December 2008 | 2009 | 2010 2011 2012 2013 2014
Total Revenue 5,030 5,869 6,967 7,896 8,969 10,297 11,761
Operating expenses (3,755) (4,302) (5,095) (5,798) (6,598) (7,545) (8,589)
Depreciation/Amortization (214) (288) (284) (333) (432) (495) (493)
Operating Income 1,061 1,279 1,588 1,765 1,939 2,257 2,680
Finance charges (125) (148) (197) (235) (256) (259) (255)
Other (1) (5) (4) (4) (5) (5) (6)
Zakat (25) (29) (35) (38) (42) (50) (61)
Net Income 910 1,097 1,352 1,488 1,636 1,943 2,359
Cash Flow Statement (SARMillions) |  Hisoic | Forecast =~~~ =~ |
Fiscal Year Ends December 2008 | 2009 | 2010 2011 2012 2013 2014
Cash from Operating Activities 1,016 1,802 1673 1,940 2,198 2,534 2,928
Cash from Investing Activities (1,572) (1,711) (2,114) (1,955) (1,446) (934) (919)
Cash from Financing Activities 665 170 185 46 (394) (1,016) (606)
Net Change in Cash 109 261 (256) 31 358 584 1,403

Sources: Company financials and NBK Capital
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RISK AND RECOMMENDATION GUIDE

RECOMMENDATION | UPSIDE (DOWNSIDE) POTENTIAL
BUY MORE THAN 20%
ACCUMULATE BETWEEN 5% AND 20%
HOLD BETWEEN -10% AND 5%
REDUCE BETWEEN -25% AND -10%
SELL LESS THAN -25%

RISK LEVEL

LOW RISK HIGH RISK

DISCLAIMER

The information, opinions, tools, and materials contained in this report (the “Content”) are not addressed to, or intended for publication, distribution to, or use by,
any individual or legal entity who is a citizen or resident of or domiciled in any jurisdiction where such distribution, publication, availability, or use would constitute a
breach of the laws or regulations of such jurisdiction or that would require Watani Investment Company KSCC (“NBK Capital”) or its subsidiaries or its affiliates to obtain
licenses, approvals, or permissions from the regulatory bodies or authorities of such jurisdiction. The Content, unless expressly mentioned otherwise, is under copyright
to NBK Capital. Neither the Content nor any copy of it may be in any way reproduced, amended, transmitted to, copied, or distributed to any other party without the
prior express written consent of NBK Capital. All trademarks, service marks, and logos used in this report are trademarks or service marks or registered trademarks or
registered service marks of NBK Capital.

The Content is provided to you for information purposes only and is not to be used, construed, or considered as an offer or the solicitation of an offer to sell or to buy or
to subscribe for any investment (including but not limited to securities or other financial instruments). No representation or warranty, express or implied, is given by NBK
Capital or any of its respective directors, partners, officers, affiliates, employees, advisors, or representatives that the investment referred to in this report is suitable for
you or for any particular investor. Receiving this report shall not mean or be interpreted that NBK Capital will treat you as its customer. If you are in doubt about such
investment, we recommend that you consult an independent investment advisor since the investment contained or referred to in this report may not be suitable for you
and NBK Capital makes no representation or warranty in this respect.

The Content shall not be considered investment, legal, accounting, or tax advice or a representation that any investment or strategy is suitable or appropriate for your
individual circumstances or otherwise constitutes a personal recommendation to you. NBK Capital does not offer advice on the tax consequences of investments, and
you are advised to contact an independent tax adviser.

The information and opinions contained in this report have been obtained or derived from sources that NBK Capital believes are reliable without being independently
verified as to their accuracy or completeness. NBK Capital believes the information and opinions expressed in this report are accurate and complete; however, NBK
Capital gives no representations or warranty, express or implied, as to the accuracy or completeness of the Content. Additional information may be available upon request.
NBK Capital accepts no liability for any direct, indirect, or consequential loss arising from the use of the Content. This report is not to be relied upon as a substitution for
the exercise of independent judgment. In addition, NBK Capital may have issued, and may in the future issue, other reports that are inconsistent with and reach different
conclusions from the information presented in this report. Those reports reflect the different assumptions, views, and analytical methods of the analysts who prepared
the reports, and NBK Capital is under no obligation to ensure that such other reports are brought to your attention. NBK Capital may be involved in many businesses that
relate to companies mentioned in this report and may engage with them. Past performance should not be taken as an indication or guarantee of future performance, and
no representation or warranty, express or implied, is made regarding future performance. Information, opinions, and estimates contained in this report reflect a judgment
at the report’s original date of publication by NBK Capital and are subject to change without notice.

The value of any investment or income may fall as well as rise, and you may not get back the full amount invested. Where an investment is denominated in a currency
other than the local currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price, or income of that
investment. In the case of investments for which there is no recognized market, it may be difficult for investors to sell their investments or to obtain reliable information
about their value or the extent of the risk to which they are exposed.

NBK Capital has not reviewed the addresses of, the hyperlinks to, or the websites referred to in the report and takes no responsibility for the content contained therein.
Such address or hyperlink (including addresses or hyperlinks to NBK Capital’s own website material) is provided solely for your convenience and information, and the

content of the linked site does not in any way form part of this document. Accessing such websites or following such links through this report or NBK Capital’s website
shall be at your own risk.

© COPYRIGHT NOTICE

This is a publication of NBK Capital. No part of this publication may be reproduced or duplicated without the prior consent of NBK Capital.
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National Bank of Kuwait SAK
Singapore Branch

9 Raffles Place #51-01/02
Republic Plaza, Singapore 048619
T. +65 6222 5348

F. +65 6224 5438

Vietnam

National Bank of Kuwait SAK
Vietnam Representative Office
Room 2006, Sun Wah Tower
115 Nguyen Hue Blvd, District 1
Ho Chi Minh City, Vietnam

T. +84 8 3827 8008

F. +84 8 3827 8009

China

National Bank of Kuwait SAK
Shanghai Representative Office
Suite 1003, 10th Floor,

Azia Center, 1233 Lujiazui Ring Rd.
Shanghai 200120, China

T. +86 21 6888 1092

F. +86 21 5047 1011

ASSOCIATES

Qatar

International Bank of Qatar (QSC)
Suhaim bin Hamad Street
P.0.Box 2001

Doha, Qatar

T. +974 447 3700

F. 4974 447 3710

Turkey

Turkish Bank

Head Office

Valikonagl Avenue No. 1
P.0.Box 34371 Nisantasi,
Istanbul, Turkey

T.+90 212 373 6373

F. +90 212 225 0353
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