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Jarir Marketing Company (Jarir) is a retailer and wholesaler of IT 
products, books and office and school supplies. It is the market 
leader in its field in Saudi Arabia and has established a presence 
elsewhere in the GCC. We believe that at its current share price Jarir 
is undervalued.  
 
Investment positives: 
 Jarir�s share price was around 30 percent below our estimation 

of fair value on the valuation date (March 18). 
 Management decisions are based on highly sophisticated 

practices and information systems benchmarked against those 
of leading global retailers.  

 Standards of transparency and disclosure are among the highest 
we have encountered in Saudi Arabia.  

 High visibility stores and active marketing, combined with good 
customer service, contribute to a strong image and reputation in 
the market place.  

 The opening of new stores should support sales growth of 
around 20 percent per year over the medium term.  

 IT products are one of the fastest growing sectors for retailers.  
 Jarir has its own range of products under two separate brands 

that are sold widely by competing retailers.  
 Jarir has a history of awarding high dividends; the payout ratio 

was 80 percent in 2007.  
 
Investment negatives: 
 Growing competition is reducing margins.  
 Diversification into property investment is a move away from 

Jarir�s core strengths.  
 Jump in short-term borrowing to fund property purchases.  
 Inflation is eroding consumers� purchasing power and may hit 

sales.  
 Price-to-book ratio greatly exceeds sector and market averages. 
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Share price 

Market cap (SR million) 4,560 
Shares outstanding (million) 30 
Free float (million) 26 
Earnings per share (SR) 9.2 
Dividends per share (SR) 8.0 
Book value per share (SR) 20.3 
52-week high (SR) 169.25 
52-week low (SR) 134.00 

Share details 

Price-earnings ratio (P/E) 16.5 
Price-book ratio (P/B) 7.48 
Return on equity (%) 45.4 
Return on total assets (%) 29.5 
Gross margin (%) 19.1 
Operating margin (%) 15.9 
Quick ratio 0.44 
Market risk (beta) 0.43 

Earnings yield (%) 5.58 
Dividends yield (%) 4.85 

Company risk (standard deviation) 0.36 

Key ratios 

Fair value 
SR199 

Current price 
SR152 

Sell  Consider 
selling 

Hold Consider 
buying  

Buy 

Recommendation: Buy 

SR213-186 SR226-214 >SR226 SR185-172 <SR172 

Jarir Marketing Company: 
An open book  
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Under the new company classification system, the Capital Market 
Authority classifies Jarir Marketing as �retail/wholesale�. 
 
According to official statistics the overall value of the retail/wholesale 
market in Saudi Arabia totaled SR68 billion ($18.1 billion) in 2006, 
which accounts for 5.2 percent of GDP.  Assuming the 10-year 
average annual growth rate of 6.1 percent is maintained, we 
estimate that the retail/wholesale market is currently worth SR76.4 
billion and that it will reach SR86 billion by the end of the decade.   
 
Compared with the retail sectors in other global economies, Saudi 
Arabia�s remains largely dominated by traditional, standalone retail 
outlets (as shown in the chart to the left). 
 
Jarir is active in five lines of business: 
 

 School supplies 

 Office supplies 

 IT products 

 Books and publications 

 Other 
 
We estimate the combined value of the market of these five business 
lines at SR11.6 billion in 2008, about 14 percent of the overall retail/
wholesale sector. Of this, Information Technology accounts for 87 
percent (IT and consumer electronics are perhaps the fastest 
growing sector of the retail/wholesale industry). Publications, office 
and school supplies account for the remainder.   
 
The Saudi retail bookstore market is dominated by around 5,000 
standalone small bookshops. These retain their traditional role as the 
key outlets for selling school supplies, particularly in less affluent 
neighborhoods in the major cities and in smaller urban centers. 
Supermarkets and discount stores have recently begun selling 
almost the full range of products that Jarir sells. Solid industry data 
on office and school supplies are difficult to come by. For the 2007-
08 school year, industry sources put the total market for books, 
schools and office supplies at SR1.5 billion, with an annual growth 
rate of 5 percent. Most of these supplies are imported. Chinese 
products account for about 80 percent of the school and office 
supplies market.  
 
Similarly, there is no consensus as to what the actual size of the 
market for PCs and laptops is in Saudi Arabia or the GCC. Stat-USA 
of the US Department of Commerce put the total IT market for Saudi 
Arabia at SR16.9 billion ($4.5 billion) in 2005, including software, 
hardware and communications. Computer software and hardware 
accounted for 51 percent of the total. The study projected an annual 
growth rate of 6 percent for the hardware category, so by 
extrapolating through 2008, we conclude that the computer hardware 
market is worth around SR10.1 billion at present.  Another study by 
IT research consultants IDC indicated that shipments of computers 
to GCC countries totaled 1.6 million units in 2005 valued at SR5.3 
billion. The study concluded that demand momentum is expected to 
continue and that PC and laptop sales will reach SR11.3 billion by 
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2007. GITEX, the largest organizer of computer exhibitions in the 
GCC, estimated the market for computer hardware and software for 
the region at SR18.8 billion in 2005.  Of that, Saudi Arabia accounted 
for 40 percent, divided equally between application software and 
hardware. GITEX numbers are more in line with the earlier estimates 
by Stat-USA. 
 
Based on the above, we would conservatively value the market for 
PCs and laptops in the range of SR10 billion this year. We also 
conclude that demand for laptops is rapidly increasing at the 
expense of the desktop machines.  
 
Computers and computer accessories are distributed directly, 
through agents and authorized distributors, and indirectly through 
computer showrooms and retailers. Computer showrooms, similar to 
bookshops, are highly fragmented and have traditionally dominated 
PC distribution in Saudi Arabia.  Retailers, including Best, Carrefour,  
eXtra and Compu-Me are gaining market share as agents and 
authorized distributors place increased emphasis on the mass 
distribution capabilities of these channels due to the heavy foot traffic 
in these stores. 
 
The following are the main drivers of growth in Jarir's market:  
 
 High population growth: Typically, growth in the retail industry 

is a function of growth in population. At around 2.7 percent per 
annum, Saudi Arabia has one of the highest population growth 
rates in the world. The school-age population is growing slightly 
faster than total population.  

 
 Large student population: There are about 5 million students in 

the Saudi general education system in addition to over 600,000 
students in higher and post graduate education. With education 
becoming more IT focused (government policy calls for the 
introduction of computer classes in all public schools) there is 
scope for a considerable increase in spending on this area. 

 
 PC ownership and internet penetration: According to the 

Communications and Information Technology Commission there 
were 5 million internet users in Saudi Arabia in the first quarter of 
2007, the largest among the Arab countries. At 21 percent, 
internet penetration is higher than the average for developing 
countries, but still well below the developed countries average of 
around 60 percent.  An e-government project has been launched 
and Riyadh Governorate is undertaking plans to cover the whole 
of the city with wireless internet access. 

  
 Corporate investment in IT: Strong economic conditions and 

the prospect of healthy economic growth over the medium term 
has stimulated a boom in corporate IT investment. In addition, 
companies are upgrading their IT infrastructure to streamline 
their operations and processes in light of growing competition. 

 
 Healthy economic outlook: High oil revenues, booming 

investment and economic reforms will underpin a period of 
strong growth in the non-oil sector. (For more detail on the 
economic outlook see our July 2007 report, The Saudi 
economy�s golden era: phase two and the January 2008 Monthly 
Bulletin feature: Saudi Arabia�s economic outlook for 2008.) 
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Retail Sector 
 
The three key factors that impact the Saudi retail industry are 
competition, industry structure and barriers to entry. Today, the retail 
sector in Saudi Arabia is characterized by high competition as 
manifested by the severe price cuts, aggressive marketing, new 
product offerings and changing market share. Typically, the industry 
is highly fragmented with a large number of participants of varying 
sizes and numerous lines of business. New firms can enter relatively 
easily as there are little or no barriers to entry into retailing. However, 
operating profitably on a sustained basis is a major challenge for 
companies in this sector. Only companies that can create operational 
efficiencies and benefit from economies of scale will dominate the 
industry on a long-term basis. 
 
Other factors impacting retailing are regulatory issues connected 
with Saudiization and foreign recruitment. Until recently, this sector 
encountered little problem securing labor from the large local pool, 
but it may start to feel some pressure as the labor market continues 
to tighten. Pressure to increase wages has generally been rising and 
eventually will be felt by retailers. Under its WTO obligations, Saudi 
Arabia agreed to make its markets accessible to foreign retailers, but 
we believe that foreign competition does not pose a serious threat to 
local bookstores due to cultural considerations and language 
barriers.    
 
As such, we think that the retailing industry is going through a 
transitional phase from a fast growing to a maturing industry and that 
growth rates will flatten. We also believe that there should be 
pockets of opportunity for high growth in sub-sectors of the industry, 
primarily IT products.  As a defensive industry the retail trade tends 
to be less affected by volatility in the business cycle, particularly in 
the case of retailers of consumer staples.  
 
Competition 
 
Competition in IT products, Jarir's main revenue source, is more 
severe than in other business lines. Collectively, small retailers of 
computers claim a sizeable portion of the market for desktops, 
laptops and computer accessories.  Such stores are numbered in the 
thousands and have extensive geographical coverage. Their 
overheads are relatively low, so they can compete effectively with 
chain stores. Fueling the competition further are the many other 
large electronics retailers which have encroached into the computer 
business in recent years. Prominent among these is CompuMe, 
Saudi Arabia's first computer megastore (established 1998). It has 
four stores; two in Jeddah and one in each of Riyadh and Khobar. 
Early in 2007, CompuMe was acquired by i2 Group making the 
combined entity one of the largest IT retailers in the region, with 
branches in the UAE, Egypt and Bahrain.  
 
eXtra, another large dedicated electronics retailer operating seven 
locations at present, has ambitious plans to set up 30 stores by 
2010. Best, which mimics Best Buy of the US, operates four stores in 
Riyadh and plans to eventually open 16 outlets. Carrefour carries a 
wide range of computer products in its 10 stores and Geant 
hypermarket, a sister company of Best (both are subsidiaries of the 
Alhokair Group), also carries electronics in its six stores. 
Hyperpanda, a home grown retail chain with an extensive presence 
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in the central and western regions of Saudi Arabia, also has an 
electronics division and has a reputation for offering low prices. 
 
In the bookstore segment, competition has not been from the multi-
store bookshops, but rather smaller standalone shops.  Product 
quality is low at individual bookstores while their overheads are also 
relatively low. As such, their position is advantageous in that they 
can cut prices more than chain bookstores. However, the Saudi 
buyer is becoming more sophisticated and brand and service 
oriented, especially among the middle and upper classes. 
Businesses like Jarir stand to benefit from such changes in 
consumer preferences.   
 
Chain bookstores include such players as Tihama, Almaktaba, 
Obeikan and Alshagry. Tihama (also active in advertising, public 
relations and media) was the first multi-site bookshop to go public. 
Tihama shifted focus from bookselling into video rentals (modeling 
Blockbuster in the US), but the advent of satellite TV dealt a blow to 
this strategy. Tihama reversed course in 2005 and is focusing once 
again on publications,  school supplies and is introducing IT items, in 
addition to Arabic children's animated videos of which it has a 60 
percent market share by virtue of its relationship with sister 
company, Tihama video productions. Tihama has about 16 sites 
throughout the Kingdom and is opening six more.   
 
Though the oldest (established 1958), and occupying the most sites 
(about 28 throughout the Kingdom), Almaktaba has been less 
competitive due to branching into parts of the country that cannot 
support its large stores, such as Hail and Jizan. Its main focus is 
office furniture, business machines, office supplies and IT.  
 
Currently, much of Jarir's competition comes from Obeikan, another 
multi-site multi-business group. Obeikan has 12 bookstores in Saudi 
Arabia with plans to open one in each of Dubai, Sharjah and 
Manama. Obeikan has plans to raise its national chain to 30 by 2010 
and has earmarked SR250 million toward that goal. Obeikan has 
also added IT lines (laptops, printers and computer accessories) to 
its product mix. Obeikan distinguishes itself as the bookshop for the 
Arab reader, while Jarir portrays itself as the bookstore for Arab and 
foreign readers. The mother company, Obeikan Investments, is 
diversified into other activities that complement the bookshop 
business, including publishing, packaging, paper manufacturing. 
Obeikan has reportedly entered into negotiations with Saudi 
Advanced Industries, where the latter would acquire all of Obeikan�s 
businesses in a stock swap transaction. Though the deal is far from 
confirmed, one potential outcome would be intensified competition 
for Jarir.   
 
Many of the large retail chains also compete with Jarir in the 
wholesale distribution of school and office supplies. This business is 
seasonal in nature and has low profit margins compared with those 
of other divisions. Most of the sales made by wholesale distributors 
occur during the pre-school opening season.  
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Jarir Marketing is a joint stock company with an authorized capital of 
SR300 million, fully subscribed and paid up. The company is a 
retailer and wholesaler of office and school supplies, books and 
publications and computers and computer accessories in Saudi 
Arabia and other GCC countries.  The company operates through 
two main divisions, Jarir Bookstore and Jarir Marketing. These were 
originally formed as separate partnerships, but were later merged 
and converted into a closed joint stock company. Since its formation 
in 1980, Jarir has established itself as the undisputed market leader 
in book retailing in Saudi Arabia.   
 
The key factors contributing to Jarir's success as indicated to us by 
management were: 
 

 Rolling out new showrooms and developing its own brands 

 Taking advantage of the overall growth of its target market 
and capturing market share from competitors 

 Attracting and retaining a strong management team 

 Implementing a new management information system (MIS) 
which significantly improved operational efficiency 

 
The Retail Division is Jarir's main line of business accounting for 
87.2 percent of sales revenue. Jarir currently operates 20 
showrooms (in addition to five corporate sales offices) located in 
prime areas in eight cities in Saudi Arabia and three in neighboring 
GCC states. Five of the stores are on company-owned property and 
the remainder are leased. Jarir's stores command high visibility as 
indicated by a survey by PARC-Gallup on behalf of the company. 
The survey revealed that the bookstores have 85 percent brand 
awareness. All stores are modeled after the flagship store in 
Riyadh's Olaya Plaza, which has a selling space of 30,000 square 
feet displaying about 90,000 products.  The number of employees in 
the retail division exceeds 700.   
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Sales by main activity 

  Jarir Bookstore Jarir Marketing 
Location Retail Corporate Showrooms Sales 
  Showrooms Sales   offices 
Riyadh  5 1 1 2 
Buraidah 1  1 1 
Dammam 2  1 1 
Khobar 1 1   

Hofouf 1  1 1 
Jeddah 5 1 1 1 
Makkah 1    

Medina  1    

Khamis Mushait   1 1 
Qatar  1 1   

Abu Dhabi  1 1   

Kuwait  1    

Total 20 5 6 7 

The company 



  

 

Jarir�s corporate sales department caters to medium- and large-sized 
private companies and government agencies through a dedicated 
sales force of about 55 employees. Corporate clients include Saudi 
Aramco and a number of major Saudi banks. Recently, Jarir 
launched an online ordering system to service corporate clients.  
 
Jarir Publications has copyrights to translate into Arabic and publish 
bestselling English language books from major US and UK 
publishers. At year-end 2007, the publications unit carried about 
1,370 titles and is active in exporting to other Arabic speaking 
countries. Local colleges have selected some of the titles for use as 
textbooks.  
 
Margins of certain lines (such as school supplies) are thin but the 
company continues to carry them to build long-term customer loyalty. 
Jarir believes that students who buy school supplies from them are 
more likely to buy laptops and other items from their stores when 
they are older. 
 
Wholesale Division (Jarir Marketing) operates out of six wholesale 
showrooms and seven direct sales offices. The wholesale division 
carries about 8,000 items. In 2007, Jarir Marketing contributed 12.8 
percent of the company's total sales. School and office supplies 
represent the bulk of wholesale division revenue. The company 
distributes these products to supermarkets, discount stores and 
independent retail stores, including competitor bookshops. The 
division trades through over 1,500 independent dealers and employs 
188 sales people. Owing to lower margins in the wholesale sector, 
Jarir focuses on fast-moving items such as paper products, school 
bags and notepads to achieve higher volumes.  Higher volumes 
increase the company's buying power and make it possible to 
negotiate better terms from suppliers, which give it an edge over 
competitors. Collection of receivable accounts used to be a problem 
in this division, but has improved significantly recently, as the 
collection process has been streamlined and integrated into the 
company's MIS. Delayed payments stand at less than three percent 
of wholesale receivables at present, according to company 
management.  
 
The wholesale division has developed two brands, Roco and Royal 
Falcon, for computer storage media, stationery and arts and crafts 
products. Currently the company sells more than 1,700 items under 
the two brands. Both have been registered as trademarks in Saudi 
Arabia and other Arab countries. Roco is considered a premium 
brand and is currently supplied to many of Jarir's competitors which 
the company considers a testament to the strength of the brand and 
a way of neutralizing competition. Royal Falcon was developed to 
target more price-sensitive customers. Neither brand mentions any 
relationship with Jarir in its labeling or product information material.   
 
Jarir�s first move into international expansion focused on Egypt, 
where the company was attracted by the population size, but it 
postponed starting operations due to uncertainty about the outlook 
for the Egyptian economy. Now, the focus in Egypt has shifted to 
lease financing of real estate and Jarir-Egypt Financial Leasing 
Company began operations in 2006. In the early part of this decade 
emphasis was redirected to neighboring GCC states due to 
proximity, higher per capita income and lower import duties. Now, 
Jarir has international showrooms in Qatar (United Co. for Office 
Supplies) opened in September 2001, Abu Dhabi (Jarir Trading Co.) 
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opened August 2002 and Kuwait (Jarir Bookstore) opened in 
February 2004. All subsidiaries are wholly owned and operated by 
Jarir.  International locations are connected with Jarir's Management 
Information System and Enterprise Resource Planning system at the 
Riyadh head office (See IT section).   
 
Product mix 
 
Determining the appropriate product mix is a dynamic process at 
Jarir. The company has rolled out several business lines recently, 
including movies and music, but has also dropped lines that are 
deemed unprofitable, such as office furniture. Products are grouped 
into five categories with each store carrying over 90,000 items. To 
illustrate changing customer needs and the repositioning of the 
company, the charts to the left compare sales in 2000 and 2007. 
Note, for example, the growth in sales of IT products over the period.  
 
Computers and IT supplies represent the largest and fastest growing 
segment of Jarir's product mix.  The company retails only branded 
laptops and carries a wide range including Toshiba, Dell, HP, Acer 
and Fujitsu. Jarir believes that significant opportunities exist in this 
product segment and has the objective of remaining the leading PC 
retailer in Saudi Arabia focusing on the small office and home office 
markets. However, computer accessories provide most of the profits 
in the IT division. For instance, margins on laptop bags are higher 
than the 5-10 percent margin on laptops. 
 

Marketing strategies 
 
Jarir identifies itself as a marketing company. We believe that 
marketing ranks high among the core strengths of this company. 
Jarir adheres strictly to selecting high-quality brand name products to 
set it apart from the rest of the market. It has been successful in 
adding new product lines that capitalize on opportunities and reflect 
the general image of the business. Jarir also pays close attention to 
customer service to enhance the buying experience of store visitors 
and to develop customer loyalty.  
 
In terms of pricing, the company�s strategy is to outsource 
manufacturing of its own brands to countries with low-cost labor and 
buy directly from manufacturers. In the case of electronic items that it 
does not have distributorship agreements for, Jarir buys directly from 
local dealers in large quantities enabling it to negotiate price 
concessions, passing the savings through to customers in the form 
of competitive prices. Jarir may squeeze its margins on fast moving 
items to be able to sell related accessories at higher margins.  
 
Jarir has a sales financing arrangement with SABB Amanah whereby 
customers can borrow to finance purchases of electronic items. 
SABB maintains kiosks inside all Jarir stores that qualified customers 
can go to in order to obtain credit on the spot. The program has been 
in place for three years and has succeeded in lifting the sales of 
laptops and other electronic items.  Promotional activities include 
initiatives such as "Back to School" promotions, showroom opening 
events and customer loyalty programs. Jarir also builds its brand by 
advertising on billboards and in newspapers.  
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Product sourcing 
 
Purchasing at both the retail and wholesale divisions is centralized 
and located at the head office in Riyadh. Approximately 90 percent of 
Jarir's products are imported. Although the Saudi riyal has weakened 
against other currencies in recent years, the impact on Jarir has 
been minimal. Most of its electronic goods are imported from the US 
and the bulk of school and office supplies come from China. The 
company has long-established relationships with suppliers in the US, 
Europe and the Far East. Jarir enjoys trade discounts on many of its 
products due to high volume orders.  Its 36,000 square meter central 
warehouse and distribution center in Riyadh is equipped with modern 
infrastructure and is integrated with the company�s IT systems, 
allowing for bar coding, space allocation, inventory control and order 
processing. The company has its own fleet of trucks for delivery 
within Saudi Arabia and its GCC stores.  
 
In recent years, Jarir has shifted to Asia for the procurement of 
school and office supplies, especially the ones that carry the 
company's brand names.  However, there has been some piracy of 
Roco products. Jarir is actively working with the Ministry of 
Commerce through to fight trademark violations. 
 
Management 
 
Jarir is one of the most efficiently and effectively run businesses in 
Saudi Arabia and the entire region. Highly sophisticated 
management concepts are applied at the company, which was 
among the first to have in place programs for corporate governance 
and social responsibility. Currently, and as part of a regular process, 
the company is undergoing a revision of its strategies in collaboration 
with a leading US retail consultant. Few listed Saudi companies that 
we know of benchmark their performance against international 
peers, such as Best Buy, Circuit City or Barnes and Nobel, as 
systematically as Jarir. 
 
Jarir's owners were among the first Saudi business families to take 
their company public to ensure its continuity (many well established 
closely-held family businesses struggle after the passing of the 
founding members due to conflicts between successors).  Jarir has 
shown the nimbleness to adapt well to changing market conditions. 
For example, most of Jarir's growth in recent years is due to the 
decision to shift focus to IT consumer products. Management now 
sees a window of opportunity opening up in real estate. It is currently 
actively involved in acquiring land for property development and for 
capital gains. Time will tell if this is an equally successful decision.  
 
Jarir is a relatively progressive employer as far as wages, benefits 
and other employment terms and conditions are concerned. It offers 
rigorous in-house training and a stock option plan. Employees are 
also entitled to share in company profits through a bonus plan if they 
meet certain targets. Jarir has set limits on the number of employees 
from the same nationality so as to minimize the potential for cultural 
divisiveness. At present, it has more than 1,200 employees, about 30 
percent of whom are Saudis (its Saudiization quota is 20 percent). 
The company conducts a wage survey every six months and adjusts 
salaries and benefits accordingly.  
 
The Al Agil family is represented by only two officers in senior 
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management. It is a deliberate policy not to hire senior officers from 
the founding family to avoid problems connected with business 
succession.  Other board members appear fully committed to the 
company as evidenced by their regular attendance of board 
meetings and their willingness to forgo their annual bonus in years of 
slow growth.  
  
Information technology 
 
Jarir�s operations are fully automated and IT represents a key source 
of competitive advantage. Point-of-sale terminals at the store level 
are fully integrated into the Management Information System (MIS) 
and the Enterprise Resource Planning (ERP) system of the 
company. The MIS is used in all aspects connected with managing 
the firm, such as HR, strategic planning and project management, 
and is effectively utilized in determining the appropriate product mix 
and price levels.  An ancillary system, the ERP, includes many 
essential applications such as inventory control, accounts payable/
receivable, financial and management reporting, fixed asset 
management and budgeting. Additionally, the ERP provides flexibility 
in delivering customized reports that may be required by operations 
management. Senior management receives a monthly report 
including detailed analysis of sales, receivables, expenses, bank 
loans, stock levels and balance sheet data.  
 

Future expansion 
 
Jarir has contracts in place for the construction of 13 new stores over 
the next few years.  Of these, five are scheduled for inauguration 
during 2008 (in Kuwait, Riyadh, Jubail, Dammam and Onaizah). Five 
more are scheduled for launch in 2009. Eventually, Jarir plans to 
have a network of 40 stores. 
 
Jarir also plans to construct seven new real estate projects over the 
next few years; five commercial centers, a new corporate 
headquarters in Riyadh and a new warehouse. Six land lots have 
been acquired for this purpose (some have already appreciated in 
value significantly owing to the sharp rise in property prices over the 
past year). Earlier land acquisitions were funded through retained 
earnings and by drawing against the company's statutory reserves. 
In lieu of dividend distributions in 2005, shareholders were issued an 
additional share for every four held with the equivalent value going to 
share capital. Funding for more recent land purchases was secured 
by short-term Islamic financing ("Tawarruq" or "securitization", an 
arrangement where the bank buys the asset from the selling party for 
a beneficiary who is a third person).  Jarir has sufficient retained 
earnings to finance some future expansion plans. The company 
continues to look for suitable land and property to buy. 
 
Disclosure and transparency 
 
Management has been transparent in providing shareholders and 
potential investors with information on the company. In contrast to 
virtually every other company listed on the Saudi stock market, 
journalists and financial analysts are permitted to attend the 
company's general assembly meetings. In the process of preparing 
this report, senior management made themselves available to us and 
were very open to sharing all the financial statements and other 
substantial information that we requested. 
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Jarir�s sales revenue growth slowed to 15.7 percent last year from 
24.4 percent in 2006. This is the lowest rate of revenue growth since 
the company listed in December 2003 and was primarily because, 
unlike in previous years, Jarir did not open up any new branches last 
year. Other factors contributing to the slowdown include intensified 
competition in the IT market and the impact of inflation on disposable 
incomes.   
 
Sales revenue 

 
Growth in sales by the retail division (which contributed just over 87 
percent of total revenue in 2007) slowed to 15 percent last year from 
26 percent in the previous year.  For the wholesale division, sales 
growth picked up to 19 percent from 13.7 percent in 2006. Sales in 
Saudi Arabia accounted for 87 percent of the total with the other 
GCC countries comprising the remainder.   
 
Jarir�s expansion into real estate resulted in total asset growth of 
26.8 percent in 2007, up from 9.4 percent the previous year. The 
value of land, property and equipment increased by 52 percent and 
now represents 45.3 percent of Jarir�s total assets. In addition to the 
two land lots it bought in 2006, the company acquired four new lots 
in 2007 at a total cost of SR156 million, raising the total value of land 
in its possession to SR324.3 million. We believe that the new land 
purchases were financed by drawing down a short-term Islamic 
credit facility (Tawarruq) that Jarir has with two local banks. As a 
result, short-term bank liabilities surged to SR190 million at end-
2007, from just SR0.56 million one-year earlier. (All Jarir�s loans are 
through Tawarruq arrangements.) 
 
Jarir is purchasing the land and property for development into 
commercial centers for company use and for rent to other 
businesses. Currently, these capital outlays are distorting the 
performance of the company and it may be awhile before they start 
to contribute to its bottom line. The sales-to-fixed assets and sales-
to-total assets ratios declined to 3.6 and 1.6, respectively as a result 
of assuming these non-operating assets. Although the market value 
of these acquisitions has increased significantly in line with the 
current boom in real estate prices, Saudi accounting standards 
require that property be stated at cost on the company�s books. 
 
Sales expenses (including cost of goods sold, general, 
administration and selling expenses) accounted for 84.1 percent of 
total sales in 2007, in line with the company's historical trend. High 
cost of goods sold (COGS) is typical in the retail business. In a letter 
to shareholders, management acknowledged that it is recruiting new 
suppliers from the Far East in its efforts to boost profit margins. 
Management, nonetheless, has been more efficient in enhancing 
margins through a combination of reducing administration and selling 
costs and increasing sales turnover. A high sales turnover (to net 
working capital) indicates efficient use of current assets. However, 
the spike in sales turnover in 2007 is somewhat misleading. Due to 
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  2002 2003 2004 2005 2006 2007 
Sales (SR million) 541 663 826 1,210 1,505 1,742 
Growth (%) 11.6 22.6 24.6 46.5 24.4 15.7 
CAGR (%) -- 22.6 23.6 30.8 29.1 26.3 

Financial analysis 



  

 

Jarir's current liabilities increasing by 126 percent (primarily short-
term borrowing), working capital posted a lower than average 
balance in 2007. When adjusted for short-term borrowing, sales 
turnover reverts back to historical norms at 5.8 percent. Inventory 
turnover, which measures the average number of times inventory in 
the warehouse and stores is cleared, maintained the same ratio as in 
2006 at 4.1. Since Jarir opened no new stores in 2007, inventory 
turnover remained flat for the first time since 2003. For the same 
reason, days to sell inventory was also broadly unchanged, at 89 
days versus 90 days in 2006, though the trend shows steady 
improvement since 2002.  
 
Activity ratios 

 
Jarir's net profits totaled SR276 million in 2007 compared with  
SR243 million in 2006. In line with the slowdown in sales growth, net 
profits grew by only 13.6 percent in 2007 versus 38.1 percent a year 
earlier. As a percent of total sales, net profit was 15.9 against 16.2 
the previous year. Other measures of profitability, such as gross 
margin and return on assets also deteriorated.  Return on equity 
improved, however, since shareholders equity was lower than that of 
the previous year. 
 
Profit indicators 

 
Funding for operational activities, as measured by net working 
capital, saw a steep decline of 62 percent in 2007 due to a large 
increase in current liabilities (net working capital is the difference 
between current assets and current liabilities). Low net working 
capital has the potential to limit a company's ability to meet short-
term operational funding. By employing short-term credit to fund 
capital investment outlays, such as land acquisitions, Jarir runs the 
risk of using liquid resources that may be needed for current 
transactions. Also, Jarir may be foregoing opportunities to foster 
growth and boost shareholders' equity through leverage. However, it 
appears that holding no long-term debt has served the company well 
as it appeals to a growing base of Sharia-compliant investors who 
seek to purchase shares of companies with low or no exposure to 
leverage.   
 
Jarir's ability to meet short-term liabilities on time, as measured by 
the current ratio, has also been affected by the large increase in 
short-term obligations the company took on last year. The current 
ratio fell noticeably, with current assets only 1.3 times greater than 
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  2002 2003 2004 2005 2006 2007 
Sales turnover to net working          
capital 4.7 4.5 4.6 5.2 5.1 15.3 
Inventory turnover (days) - 2.7 3.0 3.8 4.1 4.1 
Days to sell inventory - 133.4 119.7 96.5 89.7 88.6 

  2002 2003 2004 2005 2006 2007 
Net income (SR million) 94.7 108.8 120.6 176.2 243.3 276.2 
  growth (percent) - 14.9 10.8 16.9 38.1 13.6 
EPS (SR/share) 3.9 4.5 5.0 5.9 8.1 9.2 
Net profit margin (percent) 17.5 16.4 14.6 14.6 16.2 15.9 
Gross profit margin (percent) 24.6 22.0 19.6 18.6 19.8 19.1 
Return on assets (percent) - 19.5 20.2 26.3 31.2 29.5 
Return on equity (percent) - 26.3 27.5 34.6 38.4 45.4 
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current liabilities, compared to 2.5 times greater in 2006, yet remains 
at healthy levels.  Also, the company's equity ratio which measures 
capital adequacy (by dividing total equity by total assets) declined 
last year, yet remains fairly strong at 57 percent. This decline is 
explained by the increase in total assets in 2007, while total equity 
declined by SR120 million owing to dividends belonging to 2006 that 
were actually paid out in 2007. Interest coverage, a gauge of the 
ability to meet interest payments on debt measured in terms of the 
number of times interest is earned, was a healthy 46 times at year-
end 2007 since Jarir has no long-term debt. 
 
Liquidity and coverage ratios 

 
Jarir's total assets grew by 26 percent in 2007, the highest rise 
since the company went public four years earlier and double that of 
2006. This reflects the company's recent acquisitions of property. 
The land, property and equipment balance, which grew by 52 
percent last year, accounted for 45 percent of Jarir's total assets.  
Net inventory was the second largest asset category with a 35.3 
percent share at year-end. Accounts payable was the largest 
category in current liabilities with a 19.1 percent share, followed by 
amounts due to banks with 17.8 percent. The latter has increased 
considerably due to the increase in short-term borrowing to finance 
the company's real estate deals.  
 
Assets, liabilities and equity 
(SR million) 

 
Retained earnings decreased for the first time in five years due to 
the drawdown of last year's balance to meet the dividend payout, as 
indicated previously.  Dividend distributions for the year totaled 
SR240 million while net income came in at SR276 million. This level 
of dividends means that Jarir�s payout ratio is a high 80 percent of 
shareholders� equity. Total liabilities and shareholders equity 
totaled SR1.07 billion, 28.8 percent above last year's total, with the 
bulk of the difference coming from short-term amounts due to banks. 
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Property
45%
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35%

Others
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Accounts 
receivable

13%

Assets composition (end-2007) 

Liabilities & shareholders� equity (end-2007) 

  2002 2003 2004 2005 2006 2007 
Current ratio 1.7 1.9 2.0 2.1 2.5 1.3 
Equity ratio 69.3 70.5 69.5 68.3 75.0 57.0 
Interest coverage ratio 12.8 33.3 43.7 36.2 50.6 46.1 

Accounts 
payable

19%

Due to banks
18%

Retained 
earnings

22%

Share capital
28%

Others
13%

  2002 2003 2004 2005 2006 2007 
Total assets 558.8 587.7 631.7 745.8 843.4 1069.2 
Total liabilities 171.7 173.3 192.7 236.2 210.5 460.1 
Total shareholders' equity 387.1 414.4 438.9 509.6 632.9 609.1 



  

 

We base our valuation of Jarir on the discounted cash flow (DCF) 
approach, as we believe this is the best way of determining an 
appropriate fair value share price. For comparative purposes we also 
look at two relative price valuation approaches; the price-to-earnings 
(PE) and price-to-book (PB) ratios. 
 
The discounted cash flow model 
 
The DCF method estimates value on the basis of future cash flows 
over an investment horizon using empirical market data, 
macroeconomic and industry evidence and the underlying 
fundamental trends of the subject company. The DFC method then 
applies a present value discount rate, known as the required rate of 
return on investment, to discount future cash flows, which results in 
an estimation of the net present value of projected cash flows. 
 
The value of the company is estimated by projecting the cash flows 
that the company is expected to produce and discounting those cash 
flows back to the valuation date using a discount rate that reflects the 
related risk.  An in-depth analysis of the company�s revenues, fixed 
and variable expenses and capital structure were conducted. 
 

Valuation calculations 
 
Present value discount rate: we estimated the cost of Jarir's equity 
capital (net of long-term debt) using the capital asset pricing model 
which incorporates a risk free rate, a long-term risk premium and a 
company�s stock beta. 
 
 Risk free rate: The risk free rate is used to measure the 

opportunity cost of investing. Since DCF analysis is based upon 
a long-term investment horizon, the appropriate risk-free rate is 
that of a long-term government security. We use the 10-year 
Saudi riyal bond issued by SAMA, which yielded 4.0 percent on 
the valuation date. 

 
 Equity risk premium: We calculated the equity risk premium as 

the arithmetic average of the TASI historical returns less the 
long-term rate of return on the10-year SAMA bond. The 
arithmetic mean over the period from 1980 to March 18, 2008 
was 16.59 percent.�The equity risk premium, therefore, is 12.59 
percent. 

 
 Beta: Beta is a measure of the risk inherent in the company�s 

investment returns. The market (TASI) beta is always 1.0. A 
stock beta that is lower than 1.0, as in the case of Jarir (0.44), 
indicates that the stock tends to be less volatile than the TASI. 
Applying beta to the long-term equity risk premium gives a beta-
adjusted long-term equity risk premium of 5.53 percent. 

 
The capital asset pricing model results in a total estimated cost of 
equity capital of approximately 9.53 percent. This is arrived at by 
adding the beta-adjusted equity risk premium and the risk free rate.   
 
Projected cash flows: taking into account the outlook for the 
economy, the growth in population, the retail/wholesale business 
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Valuation 



  

 

cycle and Jarir's planned expansion, we projected that sales growth 
will continue to be strong for most of the next 10 years. Higher than 
average inflation may have a dampening effect on sales for a few 
years, but we believe that Jarir's revenues will pick up when the 
planned new stores and real estate investments go operational. 
Management believes that annual growth in sales will be about 20 
percent on average.�So, in our opinion, our projections of income for 
2008 through 2017 present a reasonable estimate of the company�s 
future earnings capacity (See valuation summary).  
 
We selected the discounted free cash flow to equity approach as the 
appropriate measure of economic income to use in this valuation 
method. Net cash flow represents the maximum amount of cash that 
could be distributed to shareholders without affecting the company�s 
normal operational cash requirements. We calculated net cash flow 
to equity by adding back depreciation and deducting capital 
expenditures and increases in working capital. Jarir is likely to have a 
high requirement for net working capital since it tends to fund its 
expansions from current liabilities. 
 
We calculate the present value of the company�s free cash flow for 
2008 to 2017 as SR913 million. Of course, Jarir will generate cash 
flows beyond this period. Therefore, the DCF analysis also projects a 
terminal value. In estimating an appropriate terminal growth rate for 
the company�s net cash flows, we considered several factors, 
including the expected growth of the retail industry and the expected 
long-term rate of inflation. Based on this information we selected a 
long-term rate of 3 percent as appropriate for Jarir's net cash flow. 
 
Combining the present value of the terminal cash flow with the 
present value of the discrete cash flow projections results in a total 
value of Jarir of SR6.0 billion.  Based on the above, it is our opinion 
that the fair market value of the Jarir's common stock per share as of 
the valuation date is SR199.16. 
 
Valuation summary 

 
Relative valuation 
 
Comparing Jarir to other companies in the retail/wholesale sector on 
a valuation basis gives a mixed picture (for illustrative purposes we 
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Method: Discounted free cash flow to equity  
Market return (percent) 16.59 
Equity risk premium (percent) 12.59 
Risk-free rate (percent) 4.00 
Beta 0.44 
Discount rate (percent) 9.53 
Discounted value of equity (SR million) 913 
Value in year 10 (SR million) 798 
Assumed growth into perpetuity (percent) 3 
Present value of terminal cash flows (SR million) 5,062 

Total value of business (SR million) 5,975 
Value per share at valuation date (SR) 199.16 
Stock market price at valuation date (SR) 152 
Valuation date March 18, 2008 



  

 

have included Tihama in the table below, which is now classified as 
a media company). Jarir�s price-to-earnings (PE) ratio is the second 
lowest in the sector. At the end of 2007, Jarir was trading at a PE 
ratio of 17.9, compared to an overall market average of 23.21 and an 
average for our comparative universe (we have excluded two 
retailers with PEs greater than 100) of 25.7. On March 18, Jarir�s PE 
had fallen to 16.5. Our estimate of 2008 earnings puts the forward 
PE at 14, supporting our view that Jarir is undervalued. 
 
Relative valuations 
(end-2007) 

 
By contrast, Jarir looks overpriced according to its price-to-book 
value (PB) ratio. At the end of last year, Jarir had a PB of 7.5 versus 
5.5 for our comparative universe and 4.3 for the market. On March 
18, at a PB of 7.7, Jarir is nearly four times more expensive than its 
peers (the PB for our comparative universe is 2) and more than 
double that of the market (which is 3.5). This may be explained by 
the fact that Jarir's shareholders� equity has grown at a much lower 
pace than earnings�in 2007 shareholders� equity fell by 3.8 percent, 
while earnings grew by 13.6 percent�as the company prefers to 
make high dividend payouts rather than build its net asset value. 
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  Market PE PB 
  capitalization     
  (SR m)     

Jarir 1,253 17.9 7.0 
AlHokair 4,220 16.7 5.1 
Saptco 1,907 28.0 1.5 
Aldrees 1,256 26.8 4.6 
Alkhaleej Training 1,021 35.6 11.5 
Tihama 510 29.0 3.0 
Average   25.7 5.5 



  

 

 
 
 
 

 
 
 
 
The bar on the front page of this report is Jadwa�s method of 
conveying our investment recommendation as clearly and concisely 
as possible. The bar is based on traffic lights, where green means 
�go� (buy), yellow is �slow� (hold), and red is �stop� (sell). Fair value 
for the stock is the middle of the yellow area. The further the current 
price diverges from fair value, the greater the degree of over or 
under valuation (depending on whether the current price is to the 
right or left of fair value). We use five colors in our recommendation 
bar, with those on either side of the yellow area signifying that an 
investor should consider buying or selling the stock. The price range 
for each of these alternatives is within the colored section. These 
price ranges have been adjusted to take account of share price 
volatility (using the stock's variance-mean ratio). The more volatile 
the share price, the larger the price ranges. 
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The Jadwa recommendation bar 

Fair value 
SR199 

Current price 
SR152 

Sell  Consider 
selling 

Hold Consider 
buying  

Buy 

SR213-186 SR226-214 >SR226 SR185-172 <SR172 
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Factor Measures Jarir status Rating 

Valuation Fair market value of the company. The stock is underpriced with upside potential 
over the next 6 to 12 months.     

Management How efficiently and effectively the 
company is run. 

Because of its use of global best practice, 
management is one of Jarir's core strengths.   

Competitive 
position 

Position of the business relative to 
others in its industry. 

Jarir is a market leader, but it has started to 
feel greater competition.   

Product mix Degree of homogeneity between 
products, business lines and 
services. 

Bookstore items are extensive, but balanced 
and focused. The move into real estate 
appears less aligned with the core business. 

  

Brand 
recognition 

How known and respected a 
company is. 

Jarir is a household name. A survey by PARC-
Gallup indicated that 85 percent of Saudi 
consumers are aware of the Jarir brand.  

  

Technology Extent that company employs 
technology or needs additional 
investment to remain competitive. 

Jarir's operations are fully automated using 
high-tech integrated information systems.   

Supply network How well established, extensive 
and reliable is the chain of 
suppliers, service providers, etc. 

Jarir has a well established global supply 
network in place.   

Expansion 
potential 

Where the company is in its life 
cycle and what future projects or 
plans it has. 

Expansion plans are necessary and 
achievable, but new stores have been delayed 
by problems with contractors. Move into real 
estate has the potential to be successful. 

  

Cyclical 
vulnerability 

Extent to which the company is 
impacted by economic cycles and 
other changes in the economic 
environment. 

With few sales to the public sector, Jarir's 
growth is less affected by cycles in 
government spending. It is more reliant on 
favorable demographic trends. 

  

Quality of 
Service 

Customers' impressions about the 
quality of service  

Jarir generally scores highly and management 
is attempting to tackle problems with after 
sales service for electronic goods.  

  

Disclosure & 
transparency 

Company practice in providing 
information required by investors. 

In line with best practice in the market. 
  

Profitability End-result of a company's 
operations utilizing all resources 
at its disposal. 

Operating and gross margins and net profit 
growth all fell during 2007 as competition 
forced margin compression for IT products. 

  

Activity  How efficient management is in 
using its assets. 

Key indicators (sales-to-net working capital, 
inventory turnover and average collection 
period for accounts receivable) have 
continued to improve.  

  

Performance Efficiency in generating sales. Acquisition of property that has yet to become 
operational has been a drag on the company's 
bottom line. 

  

Liquidity Company's ability to meet short-
term and current obligations on 
time. 

Large increase in short-term borrowing last 
year impacting on net working capital.     

Coverage Long-term solvency and ability to 
deal with financial problems. 

The interest coverage ratio was a very healthy 
45 in 2007.   

Leverage Capital adequacy and company's 
ability to meet long-term 
obligations and take advantage of 
opportunities as they arise. 

Jarir has no long-term debt as it wishes to 
remain Sharia compliant.  

  

Performance matrix 

The table below ranks Jarir�s performance against what we believe are the key success factors for 
the sector it operates in (retail/wholesale). A green rating is positive, yellow neutral and red negative.  
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   As of December 31,  

  2002 2003 2004 2005 2006 2007 

 ASSETS   SR '000   SR '000   SR '000   SR '000   SR '000   SR '000  

 Current Assets:        
 Cash and cash equivalents             5,885           10,406           14,313           31,695           33,113           18,324  
 Accounts receivable, net           89,073           94,010         103,058         124,661         137,637         138,127  
 Inventories, net         177,450         201,054         234,313         286,612         306,778         377,093  
 Prepaid expenses and other             7,105             7,342             9,942           11,495           10,871           15,303  
 Total current assets         279,513         312,812         361,626         454,463         488,399         548,847  
 Investment property, net                   -                     -                     -                     -               8,290             8,055  
 Equity investment                   -                     -                     -                     -             27,951           27,951  
Land, property and equipment, net         279,337         274,883         270,043         291,291         318,712         484,329  
 TOTAL ASSETS         558,850         587,695         631,670         745,754         843,352      1,069,182  
       
 LIABILITIES & SHAREHOLDERS  
EQUITY        
 Current liabilities:        
 Due to banks           90,036           90,833           71,482           62,052                557         190,000  
 Accounts payable           64,774           62,528           93,014         133,032         160,210         203,687  
 Accrued expenses and other             5,034             6,305           13,063           20,823           26,234           34,150  
 Deferred revenues             3,958             4,570             4,363             5,267             5,269             7,343  
 Total current liabilities         163,802         164,236         181,921         221,174         192,270         435,180  
       
 Long-term debt                   -                     -                     -                     -                     -                     -    

 Provision for employees end of service 
indemnities             7,899             9,103           10,800           15,012           18,231           24,902  
 TOTAL LIABILITIES         171,701         173,339         192,722         236,186         210,501         460,082  
       
 SHAREHOLDERS' EQUITY        
 Share capital         240,000         240,000         240,000         300,000         300,000         300,000  
 Statutory reserve           24,852           35,733           47,792             5,414           29,742           57,367  
 Special reserve for expansion           13,085           13,085           13,085           13,085           13,085                   -    

 Reserve for employees' welfare/stock 
   option scheme             4,000             5,800             8,000             8,000           13,000           13,000  
 Retained earnings         105,211         119,737         130,071         183,069         277,024         238,733  
 TOTAL SHAREHOLDERS' EQUITY         387,149         414,355         438,948         509,568         632,851         609,100  
       
 TOTAL LIABILITIES &  
SHAREHOLDERS' EQUITY         558,850         587,695         631,670         745,754         843,352      1,069,182  

Financial statements 

Balance sheet 
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Income statement 
   As of December 31,  

  2002 2003 2004 2005 2006 2007 

   SR '000   SR '000   SR '000   SR '000   SR '000   SR '000  

 Net sales            541,135         663,366           825,718       1,209,731      1,505,385      1,742,004  

 Cost of sales          (408,092)      (517,624)        (663,695)       (984,810)   (1,207,202)    (1,409,229) 

 Gross margin            133,043         145,742           162,023          224,921         298,183         332,775  

 General and admin expenses            (16,089)        (20,332)          (23,663)         (25,185)        (32,842)         (30,563) 

 Sellling and distribution expenses            (17,838)        (17,514)          (20,012)         (22,939)        (23,210)         (24,554) 

 Operating income (EBITDA)              99,116         107,896           118,347          176,797         242,131         277,658  

 Other income, rental                6,594             8,446             10,004            10,861           14,516           13,456  

 Financing charges, net              (7,740)          (3,238)            (2,710)           (4,888)          (4,788)           (6,025) 

 Income before Zakat (EBZ)              97,970         113,103           125,641          182,770         251,859         285,089  

 Provision for Zakat              (3,266)          (4,297)            (5,048)           (6,551)          (8,577)           (8,840) 

 Net Income              94,705         108,806           120,593          176,219         243,282         276,249  

 Shares outstanding (units)       24,000,000    24,000,000      24,000,000     30,000,000    30,000,000    30,000,000  

 Earnings per share (EPS) SR                  3.95               4.53                 5.02                5.87               8.11               9.21  

Cash flow statement 

   for the year ending December 31,  

  2002 2003 2004 2005 2006 2007 

   SR '000   SR '000   SR '000   SR '000   SR '000   SR '000  

 Cash flows from operating activties (CFO)        
 Net income       94,705     108,806     120,593     176,219     243,282     276,249  

 Ajustments for:        
    Depreciation       10,196       10,873       10,584       11,305       12,257       13,768  

    Employee end of service provision         1,690         1,672         2,350         4,966         5,203         7,238  

    Provision for Zakat         3,266         4,297         5,048         6,550         8,576         8,840  

 Changes in operating assets and liabilities:        
    Accounts receivable, net        (2,419)       (4,937)       (9,048)     (21,603)     (12,976)          (490) 

    Inventory, net      (16,070)     (23,604)     (33,260)     (52,298)     (20,166)     (70,315) 

    Prepaid expenses and other        (1,073)          (238)       (2,600)       (1,553)           624        (4,432) 

    Accounts payable         7,770        (2,245)      30,485       40,018       27,178       43,477  

    Accrued expenses and other            885            306         5,887         6,251         2,991         6,787  

    Deferred revenue         1,218            612           (207)           904                2         2,074  

    Employee end of service provision, paid           (317)          (468)          (653)          (754)       (1,984)          (567) 

    Payment of zakat        (2,740)       (3,332)       (4,177)       (5,041)       (6,156)       (7,711) 

 Net cash provided from operating activities       97,111       91,742     125,003     164,964     258,831     274,918  
       
 Cash flows from investing activities (CFI)        
    Additions to property and equipment      (20,236)       (8,157)       (5,929)     (33,342)     (48,499)   (179,276) 

    Disposal/transfer of property and equipment         4,898         1,737            184            789         1,416            126  

    Additions to equity investment                  -        (27,951)              -    

    Additions to investment property                  -             (885)              -    

 Net cash provided (used) in investing activities      (15,338)       (6,420)       (5,745)     (32,553)     (75,919)   (179,150) 
       
 Cash flows from financing activities (CFF)        
    Due to banks      (11,903)           797      (19,352)       (9,430)     (61,495)    189,443  

    Dividends paid      (67,200)     (81,600)     (96,000)   (105,600)   (120,000)   (300,000) 

 Net cash used in financing activities      (79,103)     (80,803)   (115,352)   (115,030)   (181,495)   (110,557) 
       
 Net change in cash and cash equivalents         2,671         4,521         3,907       17,382         1,418      (14,789) 

 Cash and cash equivalents at  
beginning of the year         3,215         5,885       10,406       14,313       31,695       33,113  

 Cash and cash equivalents at year-end         5,885       10,406       14,313       31,695       33,113       18,324  
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Ratio analysis 
    Fiscal Year Ending December 31,   

   Ratio 2002 2003 2004 2005 2006 2007 

Liquidity       
 Current ratio 1.7 1.9 2.0 2.1 2.5 1.26 

 Quick ratio (Acid-Test) 0.58 0.64 0.65 0.71 1.08 0.44 
 Net working capital (SR mm)         116          149          180          233          296          114  

        

Activity       
 Turnover:       
    Sales to net working capital          4.7  4.5 4.6 5.2 5.1 15.3 

    Inventory - 2.7 3.0 3.8 4.1 4.1 
    Receivables           -    7.2 8.4 10.6 11.5 12.6 
 Average collection period (days) - 50.4 43.6 34.4 31.8 28.9 
 Days to sell inventory - 133.4 119.7 96.5 89.7 88.6 

        

Performance (Asset utilization ratios)       
 Sales to Fixed Assets 1.9 2.4 3.1 4.2 4.7 3.6 

 Sales to Total Assets 1.0 1.1 1.3 1.6 1.8 1.6 

        

Profitability (per share)       
 Gross Margin (%) 24.6 22.0 19.6 18.6 19.8 19.1 

 Operating margin before depreciation (%) 18.3 16.3 14.3 14.6 16.1 15.9 
 Operating margin after depreciation (%) 18.1 17.0 15.2 15.1 16.7 16.4 
 Pretax profit margin (%) 18.1 17.0 15.2 15.1 16.7 16.4 
 Net profit margin (%) 17.5 16.4 14.6 14.6 16.2 15.9 
 Return on:       

    Total assets (%) - 19.5 20.2 26.3 31.2 29.5 
    Equity (%) - 26.3 27.5 34.6 38.4 45.4 
    Investment (%) - 27.9 28.9 38.1 43.4 45.4 
    Average assets (%) - 4.7 4.9 6.4 7.6 7.2 
    Average equity (%) - 27.2 28.3 37.2 42.6 44.5 
    Average investment (ROIC, %) - 6.79 7.07 9.29 10.6 11.1 

        

Coverage (Income statement)       
 Interest coverage ratio        12.8         33.3         43.7         36.2         50.6         46.1  

 Interest coverage after tax        12.2         33.6         44.5         36.1         50.8         45.9  

        

Leverage (Balance sheet)       
 Long-term debt to total capital           -              -              -              -              -              -    

 Debt to equity ratio           -              -              -              -              -              -    

 Equity to total assets (Equity ratio, %) 69.3 70.5 69.5 68.3 75.0 57.0 

 Equity to total capital (%) 100 100 100 100 100 100 



  

 

 

Disclaimer of Liability 

The information contained in this research (hereinafter refer to as �Research�) has 
been obtained from various sources whose data is believed to be reliable and 
accurate. Jadwa Investment does not claim and has no way of ascertaining that such 
information is precise or free of error. This Research shall not be reproduced, 
redistributed or passed directly or indirectly to any other person or published in whole 
or in part for any purpose without written consent of Jadwa Investment.  
 
The information, opinions, rankings or recommendations contained in this Research 
are submitted solely for informational purposes. This Research is not an advice to sell 
nor is it a solicitation to buy any securities, or to take into account any particular 
investment objectives, or financial positions or is intended to meet the particular needs 
of any investor who may receive this Research. 
 
Jadwa Investment or its directors, staff, or affiliates make no warranty, representation 
or undertaking whether expressed or implied, nor does it assume any legal liability, 
whether direct or indirect, or responsibility for the accuracy, completeness or 
usefulness of any information that is contained in this Research. It is not the intention 
of this Research to be used or deemed as an advice, option or for any action that may 
take place in the future. Investors should seek an independent opinion before taking 
any investment action. The investor should understand that the income of investments 
is subject to fluctuation and that the price or the value may change at any time. Any 
action relying on this Research in whole or in part is entirely the sole responsibility of 
the investor. 
 
Jadwa Investment or its directors, staff, or affiliates may have a financial interest in the 
security referred to herein. 
 
All rights connected with this Research are reserved to Jadwa Investment. This 
Research may be updated or changed at any time without prior written notice. 
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