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Key Stock Statistics
Shares outstanding (mn) 400
Free float 40%
Market cap (mn) EGP2,440
Market cap (mn) USD155
52w range (EGP/share) 5.0-8.23
EGP100 invested 5y ago EGP169
TTM EPS EGP0.88
TTM P/E 7.0x
2022e EPS EGP0.89
2022e P/E 6.8x
2022e P/B 2.8x
Last fiscal year's DPS EGP0.60
Dividend yield 10.0%
5Yr beta 0.7
5Y Proj. EPS CAGR 10%

12M PT
EGP8.6 (+41%)

set on 26 Dec 2021

Investment Rating
wisk Rating [ N I

Double-Digit Growth Complements a Resilient Story
Rating and 12MPT maintained

Net earnings came broadly in line: Obour Land Food Industries
[OLFI] has reported its consolidated 2021 figures, with a bottom
line of EGP35Tmn (+13% y/y) on higher revenues of EGP3.0bn
(+10% y/y). 2021 bottom line came 4% above Prime Research
estimate (PRe) of EGP336mn. Meanwhile, the top line came broadly
in ling, less than 2% ahead of our estimates. OLFI managed to
generate a strong top line sequential growth of 8%, as Q4 2021
revenues upped to EGP88mn. On the other hand, Q4 2021 bottom
line came in at EGP96mn (-13% q/q).

Recovery is both price and volume driven: Management
indicated that Q4 2021 witnessed a rebound from the slow sales
activity seen in Q3 2021. Top line grew by 27% y/y in Q4 2021 on
the back of a 26% y/y growth in white cheese sales volumes, which
recorded 30,600 tons. For the full year, total white cheese volume
reached 108,100 tons (+3% y/y, +2% vs. PRe). Furthermore, top line
growth in 2021 was also supported by a 6% y/y increase in average
selling prices of white cheese, in line with our estimates of
EGP25.6/kg. Management indicated that average selling prices for
milk were hiked by 9% y/y.

The road to top line diversity continues: The milk and juice
segments have generated gross revenues of EGP191mn and
EGP37mn, respectively, in 2021. Total milk sales volume grew 17%
y/y, whereas revenues grew 27% y/y. Management attributed the
aforementioned 9% hike in milk selling prices to the increasing local
prices of raw milk.

Margins slightly pressured: OLFI's overall GPM dropped to 23.6%
in 2021 vs. 24.6% in 2020 (-1.1pp y/y). We note that despite the
annual drop in GPM, we view this as fairly normal and predictable.
We initially projected GPM for OLFI to stand at 23.7% in 2021, which
is just 7bps ahead of actual figures. The primary reason for the
margin slippage is higher input costs across the board. Despite
OLFI's effort to buy cheap Skim Milk Powder (SMP) at cheap prices
in 2020, the impact of higher SMP prices has already started to
materialize in H2 2021, weighing on OLFI's gross margins. We
expect SMP bought by OLFI to average USD3,300/ton in 2022.

Overweight and 12M PT maintained: We appreciate the double-
digit growth seen in 2021, despite the relative drop in margins.
Meanwhile, OLFl is trading at 2022e P/E of 6.8x and EV/EBITDA 4.9x.
Thus, we maintain our 12M PT at EGP8.6/share (+41%) and hence
our Overweight rating.
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Disclaimer

Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users
whether they received them directly or through any research pool and other specialized websites. The report is published for information purposes only
and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. Unless specifically stated otherwise, all
price information is only considered as indicator. No express or implied representation or guarantee is provided with respect to completeness, accuracy
or reliability of information included in this report. Past performance is not necessarily an indication of future results. Fluctuation of foreign currency
rates of exchange may adversely affect the value, price, or income of any products mentioned in this report. Information included in this report should
not be regarded by report users as a substitute for the exercise of their own due diligence and analysis based on own assessment and judgment criteria.
Any opinions given are subject to change without notice and may significantly differ or be contrary to opinions expressed by other Prime business areas
as a result of using different assumptions and criteria. Prime Group is under no obligation responsible to update or keep current the information
contained herein. Prime Group, its directors, officers, employees or clients may have or have had interests or long or short positions in the securities
and/or currencies referred to herein, and may at any time make purchases and/or sales in them as principal or agent. Prime Group, its related entities,
directors, employees, and agents accept no liability whatsoever for any loss or damage of any kind arising from the use of all or part of these information
included in this report whether it is received directly or through research pools and other specialized websites. Certain laws and regulations impose
liabilities which cannot be disclaimed. This disclaimer shall, in no way, constitute a waiver or limitation of any rights a person may have under such laws
and/or regulations. Furthermore, Prime Group or any of the group companies may have or have had a relationship with or may provide or have
provided other services, within its objectives to the relevant companies.

Copyrights © 2022, Prime Group, ALL RIGHTS RESERVED. You are hereby notified that distribution and copying of this document is strictly prohibited
without the prior approval of Prime Group.
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