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Maintain overweight due to long term store expansion plans, leading
brand portfolio and strong track record in GCC

Due to the current challenging backdrop, we revise down our revenue, margins and
near term store opening assumptions for Americana, and cut 2024/25/26E earnings
by 43.5/10.5/8.0% to USD 216/414/522mn, respectively. Americana’s Q4-23 earnings
of USD 32.8mn, down 48.3% Y/Y, negatively surprised the market; topline declined
by 15.0% Y/Y (LFL sales dropped by 21.8% Y/Y), however, the company was able
to post robust gross margins of 52.4% (+130bps Y/Y), due to reduction in cost of
inventory (down 3.4ppts Y/Y) and stable staff costs. Despite the challenges, we
anticipate a gradual recovery in the performance as (1) average daily sales have
started recovering from there lows made in Nov-23, (2) long term targets for store
openings remain intact, (3) company’s brand portfolio has a multi decade growth
track record in GCC, and (4) stock is down 27.3% from recent highs, which more
than compensates recent adverse developments. We maintain our ‘Overweight’
rating with revising down our target price to SAR 4.1/share, upside of 21.4% from
last close.

LFL sales dropped 21.8% Y/Y; Q4-23 results came in sizably below our and consensus
forecasts: Americana posted net income of USD 32.8mn in Q4-23 down 48.3% Y/Y
(lower by 60% Q/Q). The result was sizably lower than our and concensus estimate of
USD 59.5mn and USD 69.9mn, respectively. The company announced a dividend of USD
130mn for FY23; and a one time dividend of USD 50mn, which reflects the robust balance
sheet position of the company (2024E net debt to EBITDA -0.5x). Revenues dropped by
15.0% Y/Y (-21.3% sequentially) in Q4-23, as LFL sales dropped 21.8% Y/Y owed to the
brand boycotts associated with the ongoing conflict in middle east. On a LFL basis, KFC,
Hardees, Pizza hut and Krispy Kreme, saw a 22.6%, 22.6%, 22.4% and 21.7% Y/Y decline
in sales in Q4-23, respectively. That said, due to the 17.3% Y/Y reduction in cost of sales,
owed to 3.4ppts decline in inventory costs and controlled staff costs, the company was able
to expand gross margins by 130bps Y/Y to 52.4%. Operating income for Q4-23 contracted
by 41.3% Y/Y (-53.1% Q/Q) to USD 40.9mn, thanks to 355bps reduction in operating
margins. Note that total staff costs for 2023 dropped by 1.3% Y/Y, reflecting the 172 person
reduction in head count of above-store employees to 4,148. Overall, Q4-23 net income
dropped by 48.3% Y/Y (60.0% Q/Q) to USD 32.8mn. In all, the company expanded its net
store count by 97 in Q4-23, with focus on recently launched Pizza hut (+20 stores Q/Q) and
flagship KFC (+42 stores Q/Q). Power brands contributed 89.3% of total sales in Q4-23
compared to 88.8% in SPLY.

Incorporating the impact of boycott we cut our earning estimates by 43.5/10.5/8.0%
for 2024/25/26 respectively: Due to the current challenging backdrop, we revise down
our revenue, margins and near term store opening assumptions for Americana. Note that
revenue per branch for Americana declined by 25.6% Y/Y (down 25.7% Q/Q) to USD
0.21mnin Q4-23 (USD 0.28mn in Q4-22), we expect per branch revenue to average around
USD 0.90mn in 2024 (prev estimate USD 1.11mn) and improve to USD 0.99mn in 2025 (vs
prev estimate of USD 1.16mn). We lower our store opening estimate by 44 stores to 227
in 2024, we believe the company would focus on less affected regions in GCC and delay
expansions in most effected countries. Overall, the reduction in revenue per branch and
total stores has resulted in a 20.6/16.4/12.5% cut in our 2024/25/26 revenue projections.
Despite a reduction in staff costs and commodity prices, we see 23bps contraction in gross
margins in 2024, as new stores will take time to ramp up. Overall, we cut 2024/25/26E
earnings by 43.5/10.5/8.0% to USD 216/414/522mn, respectively.
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Recommendation Overweight
Target Price (SAR) 41
Upside / (Downside)* 21.4%

Source: Tadawul *prices as of 18" February 2024

Key Financials

USD mn

(unless specified) Fy23

FY24E FY25E FY26E

Revenue 2,413 2,383 2,862 3,336
Growth % 1.5% -1.2% 20.1% 16.5%
Gross Profit 1,262 1,241 1,507 1,760
Net Profit 259 216 414 522
Growth % 0.1% -16.7% 91.5% 26.0%
EPS (cents) 3.08 2.57 4.92 6.19

Source: Company reports, Aljazira Capital Research

Fig 1: Revenue (USD mn) and GP Margin
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Key Ratios

FY23 FY24E FY25E FY26E
GP Margin 52.3% 52.0% 52.6% 52.8%
Net Margin 10.8% 9.1% 14.5% 15.6%
P/E (x) 291 34.9 18.2 145
P/B (x) 17.2 15.9 1.2 8.3
EV/EBITDA (x) 14.4 14.5 15.0 9.6
Div Yield (%) 24% 15% 29% 3.7%
Source: Company reports, Aljazira Capital
Key Market Data
Market Cap (SAR bn) 28.2
YTD% -12.99%
52 weeks (High)/(Low) 4.65/2.93
Share Outstanding (mn) 8,423
Source: Company reports, Aljazira Capital Research
Price Performance
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Source: Tadawul, Aljazira Capital Research
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Fig 2: Operating & Net margins to recover in 2025 Fig 3: Store expansions will continue
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Medium and long term prospects are encouraging: Despite the challenges we maintain overweight for the company as (1) average
daily sales have already started recovering from there lows made in Nov-23, (2) long term targets for store openings remain intact and
are supported by favourable demographics of young population, one of the highest per capita income and increasing expat population,
(3) company’s brand portfolio, which constitutes some of the strongest global brands (KFC, Pizza hut, Hardees etc) has a multi decade
growth track record in GCC, and has grown despite similar challenges in the past, and (4) stock is down 27.3% from recent high and
currently trades at attractive 2025/26E PE of 18.2/14.5x, which more than compensates the recent negative developments. We also see
recent payout as a testament to companies robust balance sheet position, as reflected by Net-debt to EBITDA of -0.5x. The company is

likely to continue minimum 50% dividend payout policy shared by the management.

Investment thesis: Where we acknowledge near term pressures on earnings, we see company moving back to normalized LFL sales by
end of 2024, given the long history of succesfull operations in middle east. We reiterate that early signs of pick up in average daily sales
are already showing. Americana’s expansion strategy is the backbone of the company’s growth story. The expansion plan is supported
by the company’s current market position, financial ability to invest in new stores and industry growth potential. The company has a well-
established operating model, which it can replicate in new stores. Thus, Americana has potential to record robust growth in topline as
well as bottom line over the next few years. We expect the company to report net income of USD 216mn in 2024, down 16.7% Y/Y, as
LFL sales are expected to remain under pressure in the short run, however, we forecast bottomline to grow by 91.5% Y/Y in 2025 to USD

414mn, as operations normalize and expansions ramp up.

Valuation: We have assigned equal weight to DCF and relative valuation (using P/E) to value the stock. Trading at 2025E Fwd PE of

18.2x, we maintain our ‘Overweight’ rating with a updated target price of SAR 4.1/share, implying an upside of 21.4% from last close.

Blended Valuation

Valuation type Fair Value Weight Weighted Fair Value
DCF 4.15 50% 2.08
PE 2025 4.06 50% 2.03
Target Price (SAR/share) 4.10
Current Price (SAR/share) 3.38
Expected Capital Gain 21.4%

Source: AJC research
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Key Financial Table

Amount in USD mn, unless otherwise specified FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E FY27E FY28E
Income statement

Revenue 1,890 1,578 2,052 2,379 2,413 2,383 2,862 3,336 3,680 3,956
YY -16.5% 30.0% 15.9% 1.5% -1.2% 20.1% 16.5% 10.3% 7.5%
Cost of Revenue (903) (774) (970) (1,148)  (1,152)  (1,143) (1,356) (1,576) (1,740)  (1,870)
Gross Profit 987 804 1,081 1,230 1,262 1,241 1,507 1,760 1,940 2,086
Y/Y -18.6% 34.5% 13.7% 2.6% -1.7% 21.4% 16.8% 10.2% 7.5%
Sales and marketing expenses (646) (579) (680) (739) (777) (820) (849) (956) (1,021)  (1,084)
General & Administrative Expense (165) (158) 177) (193) (192) (200) (218) (257) (283) (305)
Operating profit 189 115 243 315 291 237 456 564 652 713
Y/Y -39.1% 111.2% 29.7% -7.6% -18.5% 92.2% 23.6% 15.6% 9.5%
Finance income 1 1 2 4 15 19 13 23 37 54
Finance costs (28) (30) (23) (25) (31) (29) (33) (37) (39) (41)
Profit before zakat 161 86 222 272 275 228 436 550 650 726
Zakat 9 (6) (16) ) (13) (9) 17) (22) (26) (29)
Net profit for the year 152 80 206 263 262 219 419 528 624 697
Non — controlling interests (1) 1 (2) (4) (3) 2) (5) (6) (7) (8)
Net income 151 81 204 259 259 216 414 522 617 690
Y/Y -46.5% 152.3% 27.1% 0.1% -16.7% 91.5% 26.0% 18.3% 11.8%
EPS (Cents) 1.79 0.96 2.42 3.08 3.08 2.57 4.92 6.19 7.33 8.19
Balance sheet

Assets

Cash and cash equivalents and Short term Investment 170 196 174 305 384 263 451 746 1,072 1,430
Trade receivables 90 96 94 104 117 99 118 136 150 160
Inventories 94 97 107 174 156 122 146 171 188 201
Total current assets 355 390 391 585 656 484 714 1,052 1,410 1,791
Property Plant and equipment 244 208 222 270 327 380 439 465 493 502
Right of use assets 460 372 362 418 499 592 695 785 817 881
Intangibles 33 38 43 50 67 74 81 84 88 89
Non-current assets 745 626 697 755 901 1,054 1,222 1,341 1,405 1,478
Total assets 1,101 1,016 1,088 1,341 1,557 1,538 1,937 2,394 2,815 3,269
Liabilities

Accounts payable - trade 314 322 352 401 434 402 474 551 613 664
Short term lease liabilities 149 140 136 160 166 250 291 308 258 276
Other 38 53 70 66 53 241 279 342 402 452
Total current liabilities 515 539 566 646 658 898 1,048 1,206 1,278 1,395
Long term lease liabilities 319 264 248 275 341 340 385 436 502 535
Other 132 127 134 124 107 125 136 147 158 167
Total liabilities 965 930 948 1,045 1,105 1,363 1,569 1,789 1,938 2,097
Shareholders' Equity

Share capital - - - 168 168 168 168 168 168 168
Retained earnings - - - 139 293 329 526 766 1,043 1,343
Total shareholders' equity 119 77 129 285 439 476 672 913 1,190 1,489
Minority interest 17 10 1 1 12 14 19 25 32 39
Total liabilities and shareholders' equity 1,101 1,016 1,088 1,341 1,557 1,853 2,260 2,727 3,159 3,625
Cashflow statement

Operating activities 511 284 469 454 540 548 810 962 1,071 1,144
Investing activities (71) (45) (162) (60) (436) (131) (158) (122) (116) (83)
Financing activities (377) (223) (308) (287) (308) (238) (463) (546) (628) (703)
Ending cash balance 156 172 167 286 83 263 451 746 1,072 1,430
Key fundamental ratios

Liquidity ratios

Current ratio (x) 0.7 0.7 0.7 0.9 1.0 0.5 0.7 0.9 1.1 1.3
Liabilities to Assets 87.7% 91.5% 87.2% 77.9% 71.0% 88.6% 81.0% 74.8% 68.8% 64.1%
Profitability ratios

GP Margin 52.2% 51.0% 52.7% 51.7% 52.3% 52.0% 52.6% 52.8% 52.7% 52.7%
Operating Margins 10.0% 7.3% 11.8% 13.3% 12.1% 10.0% 15.9% 16.9% 17.7% 18.0%
Net Margins 8.0% 5.1% 9.9% 10.9% 10.8% 9.1% 14.5% 15.6% 16.8% 17.4%
ROE 112.3% 92.1% 147.7% 88.9% 58.1% 44.6% 60.6% 56.3% 51.1% 45.6%
ROA 13.8% 7.8% 19.0% 19.6% 16.9% 14.2% 21.6% 22.0% 22.2% 21.3%
Leverage ratios

Debt / equity (x) 0.1 0.3 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Valuation raios

P/E (x) 45.4 84.8 33.6 26.4 29.1 34.9 18.2 14.5 12.2 10.9
P/B (x) 57.8 88.9 53.3 241 17.2 15.9 1.2 8.3 6.3 5.1
EV/EBITDA (x) 15.5 19.7 15.2 13.1 14.1 15.2 9.9 8.0 6.9 6.1
DY 0.00 0.0% 0.0% 0.0% 2.4% 1.5% 2.9% 3.7% 4.5% 5.2%

Source: Company financials, AlJazira Capital research
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RESEARCH DIVISION

AlJazira Capital, the investment arm of Bank AlJazira, is a Shariaa Compliant Saudi Closed Joint Stock company and
operating under the regulatory supervision of the Capital Market Authority. AlJazira Capital is licensed to conduct
securities business in all securities business as authorized by CMA, including dealing, managing, arranging, advisory,
and custody. AlJazira Capital is the continuation of a long success story in the Saudi Tadawul market, having occupied
the market leadership position for several years. With an objective to maintain its market leadership position, AlJazira
Capital is expanding its brokerage capabilities to offer further value-added services, brokerage across MENA and
International markets, as well as offering a full suite of securities business.

RESEARCH
DIVISION

1. Overweight: This rating implies that the stock is currently trading at a discount to its 12 months price target.
Stocks rated “Overweight” will typically provide an upside potential of over 10% from the current price levels
over next twelve months.

G 2. Underweight: This rating implies that the stock is currently trading at a premium to its 12 months price target.
v 9 Stocks rated “Underweight” would typically decline by over 10% from the current price levels over next twelve
Z 0 months.
£ Z 3. Neutral: The rating implies that the stock is trading in the proximate range of its 12 months price target. Stocks
o 5 rated “Neutral” is expected to stagnate within +/- 10% range from the current price levels over next twelve
= months.
4.  Suspension of rating or rating on hold (SR/RH): This basically implies suspension of a rating pending further
analysis of a material change in the fundamentals of the company.
Disclaimer

The purpose of producing this report is to present a general view on the company/economic sector/economic subject under research, and not to recommend
a buy/sell/hold for any security or any other assets. Based on that, this report does not take into consideration the specific financial position of every investor
and/or his/her risk appetite in relation to investing in the security or any other assets, and hence, may not be suitable for all clients depending on their
financial position and their ability and willingness to undertake risks. It is advised that every potential investor seek professional advice from several sources
concerning investment decision and should study the impact of such decisions on his/her financial/legal/tax position and other concerns before getting
into such investments or liquidate them partially or fully. The market of stocks, bonds, macroeconomic or microeconomic variables are of a volatile nature
and could witness sudden changes without any prior warning, therefore, the investor in securities or other assets might face some unexpected risks and
fluctuations. All the information, views and expectations and fair values or target prices contained in this report have been compiled or arrived at by Al-
Jazira Capital from sources believed to be reliable, but Al-Jazira Capital has not independently verified the contents obtained from these sources and such
information may be condensed or incomplete. Accordingly, no representation or warranty, express or implied, is made as to, and no reliance should be placed
on the fairness, accuracy, completeness or correctness of the information and opinions contained in this report. Al-Jazira Capital shall not be liable for any
loss as that may arise from the use of this report or its contents or otherwise arising in connection therewith. The past performance of any investment is not
an indicator of future performance. Any financial projections, fair value estimates or price targets and statements regarding future prospects contained in
this document may not be realized. The value of the security or any other assets or the return from them might increase or decrease. Any change in currency
rates may have a positive or negative impact on the value/return on the stock or securities mentioned in the report. The investor might get an amount less
than the amount invested in some cases. Some stocks or securities maybe, by nature, of low volume/trades or may become like that unexpectedly in special
circumstances and this might increase the risk on the investor. Some fees might be levied on some investments in securities. This report has been written
by professional employees in Al-Jazira Capital, and they undertake that neither them, nor their wives or children hold positions directly in any listed shares
or securities contained in this report during the time of publication of this report, however, The authors and/or their wives/children of this document may
own securities in funds open to the public that invest in the securities mentioned in this document as part of a diversified portfolio over which they have no
discretion. This report has been produced independently and separately by the Research Division at Al-Jazira Capital and no party (in-house or outside) who
might have interest whether direct or indirect have seen the contents of this report before its publishing, except for those whom corporate positions allow
them to do so, and/or third-party persons/institutions who signed a non-disclosure agreement with Al-Jazira Capital. Funds managed by Al-Jazira Capital
and its subsidiaries for third parties may own the securities that are the subject of this document. Al-Jazira Capital or its subsidiaries may own securities
in one or more of the aforementioned companies, and/or indirectly through funds managed by third parties. The Investment Banking division of Al-Jazira
Capital maybe in the process of soliciting or executing fee earning mandates for companies that is either the subject of this document or is mentioned in this
document. One or more of Al-Jazira Capital board members or executive managers could be also a board member or member of the executive management
at the company or companies mentioned in this report, or their associated companies. No part of this report may be reproduced whether inside or outside the
Kingdom of Saudi Arabia without the written permission of Al-Jazira Capital. Persons who receive this report should make themselves aware, of and adhere
to, any such restrictions. By accepting this report, the recipient agrees to be bound by the foregoing limitations.
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