
The UAE is a net F&B importer and was directly impacted by the rise in 
global food prices. Consequently, the UAE government intervened in the 
market to control food price inflation. Further, the government has em-
barked on a strategic program of acquiring foreign agricultural land to se-
cure long term supply. 
 
Agthia listed on the ADX in FY05 after an IPO that was eight times oversub-
scribed. Through its four subsidiaries, Agthia produces and markets  mineral 
water, juices, tomato paste, frozen vegetables, flour and animal fodder. The 
51% controlling stake of the General Holding Company (100% Abu Dhabi 
government) in Agthia provides direct support to Agthia’s business and sup-
ports its dominant position in their flagship Abu Dhabi market where the 
company sports high market shares in the mineral water (ca. 42%), flour 
(ca. 65%) and feed (ca. 100%) segments. 
 
Agthia received AED45 million in FY07 and AED359 million in FY08 in the 
form of government subsidies on the back of price cap on flour of AED70/ 
50kg bag versus prevailing price of AED115 in the other emirates. 
 
With no long term debts in its FY08 balance sheet, Agthia had a conserva-
tive debt to equity ratio of 15% (FY07; 5%) and a debt ratio of 25% (FY07; 
16%). Further, a healthy working capital of AED296 million in FY08 supports 
its short term financial position. 
 
FY08 revenues grew 47% to AED854 million over FY07 results with a 
144bps improvement in gross margin. Net income witnessed a strong 
growth of 89% to AED72 million with an associated margin of 8.5%. Fur-
ther, the strong 4Q08 performance of 52% and 87% revenue and net in-
come growth over 4Q07 confirms the sector’s defensive nature.  
 
We forecast 8% revenue CAGR between FY09 and FY11 associated by a 
change in the revenue mix driven by attempts to penetrate new market 
segments through product diversification. Risks to our assumptions, we 
believe, lie on the upside through unaccounted for inorganic revenue gen-
eration and new product offerings. Accordingly, we forecast a net income 
CAGR of 14.3% over our forecast horizon. 
 
Our DCF model yields a value of AED1.75/share representing a 40% in-
crease over the current market price. Accordingly, we assign a Strong Buy 
recommendation on the stock.    

Fiscal Year 2007a 2008a 2009f 2010f 2011f 

Revenues  579 854 932 1,044 1,128 

Growth 33.5% 47.6% 9.2% 11.9% 8.1% 

EBITDA Margin 9.6% 10.5% 11.1% 11.9% 12.4% 

Net Income  38 72 80 96 111 

EPS (AED) 0.06 0.12 0.13 0.16 0.19 

EPS Growth 31.1% 89.3% 11.1% 20.0% 15.5% 

DPS (AED) 0.00 0.00 0.00 0.00 0.00 

Book Value / Share (AED) 1.21 1.33 1.46 1.62 1.80 

P/E (x) 19.7 10.4 9.3 7.8 6.7 

Dividend Yield  0.0% 0.0% 0.0% 0.0% 0.0% 

P/BV (x) 1.0 0.9 0.9 0.8 0.7 

Net Attributable Income 38 72 80 96 111 

Agthia Group PJSC 

Initiation of Coverage 

Share Data  

Report Date April 15, 2009 

Company Abbreviation Agthia 

Sector Consumer Staples 

Traded Market  ADX 

Report Reason Initiation of Coverage 

Valuation Methodology DCF 

Previous Report Date N/A 

Previous Target N/A 

Exchange Rate AED3.67USD 

Stock Currency AED 

Reuters Code  AGTH.AD 

Outstanding Shares (mn) 600 

Par Value/Share (AED) AED1 

Financial Year Ending December 

Mkt. Cap (AED mn) 750 

Weight to (PEMI)  N/A 

Price Low – High (AED) (52Wk.) 0.77 - 3.11 

Relative Performance (52Wk.)  55.2% 

  

Shareholders Ownership Stake 

General Holding Company 51.0% 

Abu Dhabi Public Pension Fun 5.0% 

Foreign Ownership Limit 25.0% 

Free Float 44.0% 

Target Price Market Price Investment Grade 

AED1.75 AED1.25 Value 

Recommendation 

Strong Buy 

Upside Potential  

40% 

Figures are in AED mn unless stated otherwise   Source: Company Historical & Prime Estimates Please refer to disclaimer on last page 

Phone +971 2 6910800 

 +971 4 4070100 

Email research@primegroup.org 

Prime Research Department  

Stock Performance Chart 
(AED / Share) 

0

0.5

1

1.5

2

2.5

3

3.5

13-Apr-08 13-J ul-08 13-Oct-08 13-J an-09 13-Apr-09



Agthia Group PJSC 

Initiation of Coverage 

April 15, 2009 

UAE 

 
 
 
 
The UAE demographic 
structure has been altered 
over the course of the 
years with more expatriate 
arrivals seeking long term 
residency into the country 
and contributing to the 
change in life-style and 
consumption patterns. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The increase in biofuel 
production in the devel-
oped world has played the 
major role to the cumula-
tive increase in prices 
estimating a contribution 
of 70% to the increase in 
maize prices and 40% to 
the increase in soybean 
prices.  
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UAE Food & Beverage (F&B) Sector Macro View: 
 
Driven by a positive macro environment, investor friendly business surroundings and an improving infrastruc-
ture, the UAE has been successful in positioning itself as a favorable business hub for companies seeking 
regional presence. In line, the country's social structure has been altered over the course of the years with 
more expatriate arrivals seeking long term residency into the country and contributing to the change in life-
style and consumption patterns. 
 
The UAE processed food & beverage (F&B) sector has a monopolistic competition form mainly in packaged 
products where consumers retain a level of price awareness and sensitivity especially with the availability of 
various locally produced and imported substitutes. Bottled water, however, represents a perfectly competitive 
market characterized by high price sensitivity and the availability of various brands all competing for limited 
shelf space.        
  
Hot Climate Hampering Agricultural Growth: 
 
Collectively, an arid and hot climate along 
with fresh-water scarcity has hampered agri-
cultural growth in the UAE and discouraged 
private investments in the sector. According 
to the UAE Central Bank, the contribution of 
the agriculture, livestock and fishery to GDP 
has been declining y-o-y from 2.6% in FY04 
to 1.8% in FY07 despite of an increase in 
value from AED9.45 billion to AED13.14 bil-
lion during the period. Although self suffi-
ciency is realized in certain basic staples like 
dates and fish, the country is a major im-
porter of meat, poultry, eggs as well as 
fresh fruits and vegetables. Accordingly, the 
UAE has been running a negative trade bal-
ance in these essential commodities of 
AED14.5 billion in FY07, which is expected 
to have grown in FY08. 
 
Global Rise in Food Prices: 
 
Lower global food reserves, growing consumer demand associated with the growth in population, large in-
creases in oil prices and the intensifying use of biofuels have all contributed to the strong agflation since the 
beginning of FY06 raising global concerns over food security. According to a World Bank report released in 
July 2008, the increase in biofuel production in the developed world has played the major role to the cumula-
tive increase in prices estimating a contribution of 70% to the increase in maize prices and 40% to the in-
crease in soybean prices. The two commodities have witnessed an increase of 180% and 193% respectively 
with the price of maize reaching a peak of USD284 per metric ton in June 08 and that of soybean recording a 
high of USD1,414 per metric ton in the same month. The rising pressure over food security evidenced by 
these two commodities prices has also led to a spiral of increases in other agricultural commodities as the 
price of wheat rose 163%, sunflower oil 
appreciating by 242% and that of rice sky-
rocketing 257% since the beginning of FY06 
to their peaks in mid FY08. Meat prices have 
witnessed a more moderate inflation with 
the prices of poultry and lamb increasing 
25% each while that of beef growing at a 
slower 19%.  
 
With the drop in prices of oil and other fuels 
in late 3Q08 and beyond on a slowing global 
manufacturing demand, food prices have 
eased as well. Similarly, prices of fertilizers 
have witnessed a steep drop on the back of 
the declining energy component and have 
accordingly contributed to the decline in the 
IMF F&B price indices with the food index 
losing 29% off its record peak and that of 
beverage dropping by 15%.   
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The UAE, in FY07  im-
ported AED6 billion of live 
animals and processed 
animal products, AED12.6 
billion vegetable products, 
AED1.5 billion of fats, oil 
and waxes and AED8.4 
billion of prepared food-
stuff, beverages, spirits 
and tobacco.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
On a strategic level, the 
government, either directly 
or indirectly, has acquired 
farmland in foreign coun-
tries to grow crops for the 
sole purpose of exporting 
their production to the 
UAE.  
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Impact on the UAE: 
 
The UAE is a net F&B importer with figures 
from the central bank revealing a growing 
negative trade balance. With the exception 
of fishery and dates, the country in FY07  
imported AED6 billion of live animals and 
processed animal products, AED12.6 billion 
vegetable products, AED1.5 billion of fats, oil 
and waxes and AED8.4 billion of prepared 
foodstuff, beverages, spirits and tobacco. 
Total exports and re-exports of the same 
products for FY07 stood at AED9.7 billion 
leaving the country with a deficit of AED18.7 
billion. The F&B trade deficit has been grow-
ing consistently over the past few years with 
FY06 and FY07 witnessing the strongest 
growth on the back of the rise in global food 
prices. 
 
Although FY08 data is yet to be released by the central bank, 1Q08 reveals a growing import balance stand-
ing at AED8.8 billion, equivalent to 31% of FY07 imports. However, we expect the growth in  FY08 imports to 
deviate marginally to the upside as compared to the previous year factoring in the depreciating prices in the 
global markets effective the second half of the year.  
 
Government Initiatives: 
 
In order to hedge against imported food inflation and future supply shortages, the UAE government has 
taken several initiatives to control food prices in the short term and secure longer term availability of basic 
food commodities. The Ministry of Economy has intervened several times to control essential food prices 
through signing MoU’s with large retail outlets to maintain prices while some local governments have offered 
price subsidies on certain food commodities setting a lower market price. The supreme committee of con-
sumer protection was reported to have turned down requests from suppliers for price hikes and has also es-
tablished an Early Alert System to investigate early signs of global food market disruptions and its impact on 
the UAE. Further, the committee has set a price guide which aims at protecting consumers from price ma-
nipulation. 
 
On a strategic level, the UAE government, either directly or indirectly, has acquired farmland in foreign coun-
tries to grow crops for the sole purpose of exporting their production to the UAE. The government has di-
rectly invested in 378k hectares in Sudan. Moreover, the UAE government together with Abraaj Capital is 
reported to have acquired 324k hectares of farmland in Sudan while several private companies have followed  
suit and invested in Philippines, Algeria, Pakistan and other countries. Other potential deals are at various 
stages of negotiations and are expected to materialize in the near future. Such an unorthodox solution to the 
UAE’s food problem is becoming more vital to ensure the sustainability of food supply for the anticipated 
growth in population over the coming years.  
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Acquirer Target Country Commodity 

UAE Government Sudan Wheat, Maize, Fodder, Potatoes 

UAE Government Africa, Cambodia, Kazakhstan, Others Several Food Commodities 

UAE Government & Private Sector Pakistan Several Food Commodities 

Al-Qudra Holding Australia, Croatia, Egypt, Others Rice, Livestock, Dairy 

Abraaj Capital Pakistan Rice, Wheat, Dairy 

Abu Dhabi Group Pakistan Sugar, Dairy, Crops 

Emirates Investment Group Pakistan Dairy 

Abu Dhabi Fund for Development Senegal, Uzbekistan Crops, Livestock 

Other Private Sector Philippines Fruits, Cereals, Fish, Seafood 
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The over-dominance of the 
d ivers i f ied expatr iate 
population has contributed 
significantly to the change 
in consumption taste and 
has generated demand for 
various products, thus 
expanding product avail-
ability. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The rise in consumer 
spending has created a 
growing appet i te  for 
higher-quality F&B prod-
ucts and has set a pattern 
for growing quality aware-
ness.  
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Industry Growth Drivers: 
 
Population: 
 
The UAE population currently stands at ca. 5.3 million with Abu Dhabi and Dubai being the most populated 
comprising ca. 66% of residents. For the F&B industry, this clustering of population creates an attractive tar-
get market for producers leading to an increasing competition over store shelves. Further, this acted as a 
major encouragement to the development of retail outlets in the largest two emirates. The structure of the 
UAE population is skewed towards expatriate (ca. 81%) and male (ca. 69%) population. With the country 
being a net labor importer, the over-dominance of the diversified expatriate population has contributed sig-
nificantly to the change in consumption taste and has generated demand for various products, thus expand-
ing product availability. Further, as the population is skewed towards male bachelors, tendency to eat out of 
home continues to increase along with a growing market for frozen ready meals as well as prepared and 
semi-prepared foodstuff and an expanding market for immediate consumption. We forecast a halt in popula-
tion growth in FY09 and expect it improve gradually to ca. 7% in the following few years. This, in our view, 
will continue to act as a major industry growth driver expanding the F&B market size and will present reward-
ing opportunities for new product offerings. 
 
Consumer Spending: 
 
Fuelled by a positive future outlook that was 
ignited by rising oil prices over the past five 
years creating excess liquidity, personal 
loans for consumption purposes have grown 
by a 21% CAGR over the period extending   
FY04 to FY07 while 9M08 revealed a 49% 
growth over full FY07 figures at AED65 bil-
lion. Private consumption in the UAE has 
been growing at a 19% CAGR between FY04 
and FY07 contributing ca. 44% of GDP in 
the latter year. This trend has created a 
growing appetite for higher-quality F&B 
products and has set a pattern for growing 
quality awareness. F&B spending over the 
past two years has been sensitive to agfla-
tion although, as a general pattern, we be-
lieve its impact as a percent of consumer 
spending was offset by several rounds of 
wage inflation and a more robust inflation in 
other big-ticket sectors like real estate. 
 
Pertaining to the current liquidity crunch in the UAE, we believe that consumer spending will grow moderately 
in FY09 impacted by cash shortage, negative sentiment and skepticism over job losses, a stagnant growth in 
population over the year as well as a drop in inflation estimated at 7.6% (Prime Estimate). Going forward, we 
expect the growth in consumer spending to pick up gradually and to promote growth in the F&B sector. 
  
Tourism: 
 
Tourism is a major contributor to the UAE 
GDP especially in Dubai injecting 31% of the 
emirate’s GDP in FY07. The country’s devel-
oped infrastructure and high end luxury ho-
tels along with several leisure attractions 
have enabled the UAE to position itself as a 
major regional tourist hub for both leisure 
and business purposes. Abu Dhabi is also 
investing in the sector and has set in place 
plans for itself to attract ca. 3 million tourists 
by FY10. Tourism exerts a significant impact 
on the F&B sector as it catalyzes demand for 
the out of home immediate use market and 
generates spending in hotel F&B offerings. 
We maintain a positive outlook on tourism 
and the associated F&B retail sector ac-
counting for a short term slowdown in FY09.       
 

UAE P riva te  & Go vernement Co ns umptio n FY04-FY07

0

50

100

150

200

250

300

350

FY04 FY05 FY06 FY07
0%

10%

20%

30%

40%

50%

60%

Go vernement P riva te

Go v. Co ns umptio n / GDP P ri. Co ns umptio n / GDP

Source: CBUAE 

P ro jec ted To uris t Arriva ls  in Abu Dhabi

0
500

1,000
1,500
2,000
2,500
3,000
3,500
4,000

FY07 FY08 FY09 FY10 FY11 FY12
0%

5%

10%

15%

20%

25%

P ro jec ted To uris t Arriva ls  in Abu Dhabi
P ercentage  Gro wth

Source: Abu Dhabi Economic Vision 2030 



Agthia Group PJSC 

Initiation of Coverage 

April 15, 2009 

UAE 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
MGR’s are concentrated in 
the populated emirates of 
Abu Dhabi and Dubai and, 
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Retail Infrastructure: 
 
The UAE sports a well-developed retail infrastructure. The country has various forms of retail outlets, which 
target different consumers, comprising hypermarkets, supermarkets and convenience stores in addition to  
duty-free outlets. The F&B shopping experience in the UAE, to the most part, encompasses an entertainment 
factor and accordingly major hypermarkets have been seeking out presence in shopping malls. Major interna-
tional retail chains like Carrefour have been present in the country since 1995 while other chains like LuLu, 
Spinneys and Co-Op’s have had presence for a longer period of time. Further evidence of a growing interna-
tional interest in the sector is the opening of the first outlet of UK’s Waitrose in Dubai Mall as well as the JV 
agreement between Nakheel and French Auchan to launch a new retail chain. Aggregate UAE Mass Grocery 
Retail (MGR) is estimated to have generated sales of AED5 billion in FY08.   

 
MGR outlets are concentrated in the populated emirates of Abu Dhabi and Dubai and, to a lesser extent, 
Sharjah. With developments taking place in the remaining northern emirates, potential penetration into these 
emirates  should prove fruitful. Modernization programs in Fujairah and a growing industrial base in Ras Al-
Khaimah is expected to generate more employment opportunities in these emirates and simultaneously draw 
additional investments into their unsaturated retail outlet markets.             

UAE Mass Grocery Retail (MGR) FY07-FY12 

AED billion FY07a FY08e FY09f FY10f FY11f FY12f 

Hypermarkets 3.05 3.52 4.11 4.66 5.28 5.98 

Supermarkets 1.14 1.28 1.43 1.58 1.72 1.87 

Convenience Stores 0.18 0.22 0.26 0.29 0.33 0.40 

Total MGR 4.37 5.03 5.79 6.53 7.33 8.25 

Source: BMI 
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offered to the public 
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mineral water is Abu 
Dhabi, where the company 
has the highest market 
share of ca. 42% while on 
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Agthia Profile: 
 
Agthia is an Abu Dhabi based F&B company established in October 2004 by its sole founder, General Holding 
Company (GHC) with an initial authorized and paid up capital of AED10 million. Later, in November 2004, 
Agthia conducted a capital increase to which GHC contributed its in-kind holdings in exchange of an equity 
holding of 590 million newly issued shares bringing its total outstanding shares to 600 million of which GHC 
currently holds 51%. Subsequently, in December 2004, 49% of Aghthia’s shares were offered to the public 
through an IPO that was eight times oversubscribed after which the company was listed on the Abu Dhabi 
Securities Exchange in December 2005.  
  
Agthia is a holding company with four subsidiaries operating in the bottling and distribution of mineral water 
and juices, production of flour & animal feedstock and frozen & canned food. Through a number of acquisi-
tions and product diversification, Agthia was able to expand its product offering to cater to varying FMCG 
segments. The company has producing assets in both the UAE and Egypt and operates in a market spanning 
the UAE along with minor exports to other GCC markets.  
 
Subsidiaries:   
 
Al-Ain Mineral Water (AAMW) Company: 
 
Located in Al-Ain city, Al-Ain mineral water factory produces, markets and distributes mineral water sourced 
from the abundant underground springs in the city and was amongst the in-kind asset contributions from 
GHC to Agthia during the privatization process. Since its inception in 1990, production capacity has increased 
several times to reach a current capacity of 310k cubic meters per annum, which the company believes is 
enough to sustain market share till mid FY10. The factory produces different sizes of bottles and cups target-
ing both immediate consumption channels and the take-home segment. Further, in late FY07, Agthia ac-
quired Ice Crystal company, which provided the production of a 5 gallon water container.  
 
Agthia, in January FY08, introduced modified water products to capture horizontal diversification of its bever-
age products targeting markets other than the traditional mineral water. Agthia introduced enhanced flavored 
water products diversifying into the emerging segment, which is gaining gradual acceptance on supermarket 
shelves. In mid FY08, Agthia, through a franchise agreement, was licensed to manufacture and distribute 
Capri-sun juices across the GCC with the exception of Saudi. Capri-sun is the world’s third largest fruit juice 
brand globally with global manufacturers and distributors including Coca-Cola and Kraft Foods. Capri-sun has 
a production capacity of 60 million pouches per annum and was launched in March FY09. The product, al-
though a lower margin (ca. 25%) component to the beverage portfolio, is expected to enforce the company’s 
diversification strategy within the FMCG sector.  
 
The key market for Al-Ain mineral water is Abu 
Dhabi, where the company has the highest 
market share of ca. 42% while on the national 
level it acquires a 24% market share. Further, 
out of the total factory production, ca. 70% is 
sold in Abu Dhabi while the remaining is dis-
tributed in Dubai and the Northern Emirates 
with minimal exports to neighboring GCC 
countries like Oman and Qatar. Mineral water 
revenues have more than doubled from 
AED60.1 million in FY05 to AED138.6 million in 
FY08 with the segment’s contribution to the 
aggregate turnover registering 16.2% in FY08. 
Gross margin for the segment is relatively high 
averaging 39.1% over the past four years with 
a significant improvement in FY08 at 41.8% 
attributable to cost saving initiatives like in-
vestments in new machinery and product re-
design that cuts on the use of raw materials. 
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In its first operational year 
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Grand Mills: 
 
The Grand Mills flour and feed stock factory was established in 1978 in Abu Dhabi. The business unit com-
prises a flour mill producing more than eight kinds of flour and an animal feed mill which produces over fifty 
different animal fodder including poultry, cattle, horses and camels amongst others. Agthia has a production 
capacity of ca. 240k tons of flour per annum and 330k tons of animal feed per annum and is operating at 
near full capacity utilization. The company has a market share of 38% in the flour and animal feed market 
with a dominant position of ca. 41% market share in the feed market, which is estimated at AED825 million 
annually, attributable to its high quality diversified products. In the flour market, the company is estimated to 
have a market share of 36% out of a total market value of AED955 million with Dubai’s Al-Ghurair capturing 
the highest market share of ca. 38%. 
 
Major sourcing destinations for wheat are Australia, Canada, the US and Uzbekistan whereas Abu Dhabi 
represents the major selling market where Agthia has a monopoly. The company sells ca. 90% of its flour 
production and ca. 85% of its animal feed production in the Abu Dhabi market while the balance is sold in 
Dubai and the Northern Emirates. Flour and Feed revenue has been the major contributor to the aggregate 
topline at AED673 million in FY08 -representing 79% of total revenues- up from AED340 million in FY05. Flour 
and feed is a low margin business registering 16% in FY08; a significant improvement over the 11.8% gross 
margin of FY05. 
 
As flour prices were increasing dramatically since mid FY07, the Abu Dhabi government has taken the initia-
tive to subsidize flour products in an effort to control food inflation. The price of flour within the emirate out-
lets was set at AED70 per 50kg bag while the prices in the other emirates reached AED115 for the same bag. 
The difference between the market price and the subsidized price is paid to Agthia in the form of a govern-
ment grant, which represented a receivable amount of AED217 million at the end of FY08. Total subsidies 
amount accrued to the company stood at AED44.9 million and AED359 million in FY07 and FY08, respectively.  
 
Al-Ain Factory for Tomato Paste & Frozen Vegetables: 
 
In its attempts to diversify away from the tra-
ditional markets of mineral water and flour and 
feed, Agthia acquired Al-Ain Tomato Paste and 
Frozen Vegetables in 1Q08. The UAE tomato 
paste market is estimated at AED55 million of 
which Al-Ain factory has a market share of ca. 
10% while the frozen food market stands at 
ca. AED110 million and is characterized by a 
highly fragmented nature of which the factory 
grasps a market share of a mere 2%.   
 
Agthia acquired the factory with a strategic 
turnaround plan to convert its FY07 gross loss 
of AED1.5 million into a high margin profitable 
unit in its portfolio. In its first operational year 
under the new management, the factory regis-
tered a 94.5% revenue growth at AED42.8 
million contributing 5% to Agthia’s revenues 
with an associated gross profit of AED13 mil-
lion. Further, Agthia expanded its tomato 
paste production capacity by setting up a 
greenfiled factory in Egypt to act as a sourcing destination (tomato crops are harvested four times a year) 
adding 30k tons per annum to its already existent 12k tons capacity in the UAE. Production from the Egyptian 
factory will be mostly directed towards exports to Europe with a share being imported into the UAE to 
strengthen the company’s position in the local market. FY08 gross margin for the segment stood at 30% 
while the anticipated margin from the Egypt based factory is expected to hover at ca. 22-25% dragged down 
by the lower margin exports. 
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Agthia represents a key 
component of Abu Dhabi 
government’s strategic 
landscape given its owner-
ship of the only flour mill 
in the capital 
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Strategic Turnaround: 
 
Post its listing in 2005, Agthia embarked on a financial strategic turnaround plan that was initiated in FY06 to 
reposition existing brands and exercise a more efficient growth strategy with a new management team set in 
place to put forth and implement the new strategy. Fundamental focus of the strategy was to move the com-
pany out of flat earnings growth, inefficient working capital management and a narrow portfolio of products 
to a more robust financial performance and a strategic expansion of product offerings through brand leverag-
ing, targeted acquisitions, and the introduction of new products.  
 
Management has a target set to realize a sales and profit growth ahead of the industry’s relative growth. On 
that front, initiatives have been taken through the organic introduction of modified products to gain consumer 
acceptance witnessed in the launch of the flavored water, kids water and enhanced energy water products        
to acquire a market share in the respective markets. Further, inorganic growth was achieved through the 
acquisition of Al-Ain Tomato Paste and Frozen Food factory and the associated expansion in the Egyptian 
greenfield factory enabling further penetration into other market segments untapped before by the company.   
Moreover, the company has a planned product strategy with scheduled launch timings through to FY11 with 
the intention to move into new market segments being directed towards higher margin products that would 
capitalize on the company’s existing capacities.  
 

Government Support: 
 
General Holding Company, which is the founder of Agthia and a controlling shareholder with a 51% stake in 
the company is a 100% Abu Dhabi government entity. GHC is a multiline conglomerate with subsidiaries op-
erating in the production of electrical cables, pipes, building materials, leather tanning, civil engineering con-
tracting for oil and gas as well as other segments along with its FMCG business through Agthia Group. We 
tend to lean towards the fact that Agthia represents a key component of Abu Dhabi government’s strategic 
landscape given its ownership of the only flour mill in the capital. Further, the ongoing support to the growth 
prospects of Agthia witnessed in the write back of the AED33 million due to GHC in FY08 as well as the recent 
handover of the assets of the Cold stores business, which provides cold storage facilities from Abu Dhabi gov-
ernment for no consideration, solidifies our view on the manner. We see the ownership stake of GHC as a 
major strength to Agthia’s growth going forward and believe that it offers a solid backing for any future need 
to raise funds through the debt market to finance future capex.    

Agthia Retail Outlet Showcase 

Beverages Flour & Feed Based      
Products Fruits & Vegetables Dairy 

Mineral Water Flour (Various Kinds) Tomato Paste Milk 

Flavored Water Feed (Various Kinds) Basic Tomato Products Milk Based Products 

Enhanced Kids Water Mixes & Improvers Frozen Vegetables Yogurt 

Enhanced Water Baked Products Canned Vegetables Cheese 

Energy Drinks Frozen Products Fresh Vegetables Ice Cream 

Shelf Stable Juices   Fresh Juices   

Coffee & Tea   RTE Meals   

Source: Agthia 
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Financial Assessment: 
 
Historical Highlights: 
 
Agthia’s revenues witnessed a strong 113% 
growth in FY08 at AED854 million over its FY05 
results with FY07 and FY08 registering the high-
est y-o-y growth of 33.5% and 42.6%, respec-
tively. Flour & feed contribute the bulk of Ag-
thia’s topline in a declining pattern falling from 
85% in FY05 to AED78.8% in FY08 (AED672.6 
million) attributable to a change in the com-
pany’s revenue mix via the introduction of other 
products. Prior to FY08, the balance was being 
injected by the mineral water business, which 
contributed 16.2% in FY08 (AED138.6 million), 
down from 17.1% in FY07, on the back of a 5% 
(AED42.8 million) contribution from the newly 
added tomato paste and frozen vegetable busi-
ness line. 
 
Gross margins vary significantly across the three segments. The flour & feed gross margin has averaged 
13.6% over the period spanning FY05 through to FY08 with the latter year showing a significant improve-
ment of 170bps to 16% (gross profit AED107.6 million) over FY07 (gross profit AED68.8 million) due to an 
increase in sales volumes at higher prices. Mineral water gross margin averaged 39.1% and has been improv-
ing from 36% in FY05 to a high of 41.8% in FY08 attributable to a higher margin contribution from newly 
introduced products. The Group’s gross margin witnessed a steady improvement y-o-y rising an average 
150bps annually to settle at 20.9% in FY08 compared to 15.4% in FY05.  
 
To sustain a continuing growth strategy, Agthia has increased its SG&A spending through attaining a larger 
sales force. Selling and distribution costs settled at AED58.6 million in FY08 up from AED20.2 million in FY05 
while general and administrative expenses augmented 260% to AED56.7 million in FY08 over FY05. In line, 
SG&A as a percentage of revenues increased from 9% in FY05 to 13.5% in FY08. FY08 EBITDA registered 
AED89.4 million equivalent to a 10.5% increase 
over the previous year and 80% increase over 
FY05 EBITDA. The associated margin has, how-
ever, fluctuated to culminate at 10.5% up from 
9.6% in FY07, yet lower than the 12.4% high 
registered in FY05.  
 
Depreciation hovered at ca. AED24 million be-
tween FY05 and FY07 and rose slightly to 
AED26.3 million in FY08. Consequently, EBIT 
stood at AED63.1 million in FY08 up 7.4% over 
the previous year and equivalent to 2.5x of the 
FY05 figure. Agthia recorded a net non operat-
ing income of AED13 million in FY08 attribut-
able to a write down of an amount of AED33 
million that was due to GHC in addition to an 
amount of AED16 million from the sale of as-
sets. The income amount was offset by a write 
down of inventory of AED49 million pertaining 
to a decrease in grain net realizable value as well as other non operating expenses bringing the balance to 
AED13 million. Further, FY08 was the first year (since FY05) for Agthia to realize a net interest expense of 
AED4.1 million expensed over the rising bank loans which settled at AED121 million versus a net interest in-
come throughout the prior three years. In line, FY08 net income stood at AED72.1 million with an associated 
margin of 8.4% reflecting a a growth of 89% over FY07 and a margin improvement of 180 bps.  
 
Financial Structure: 
 
Agthia had a conservative debt to equity ratio of 15% in FY08 (FY07; 5%) and a debt ratio of 25% (FY07; 
16%). The company has historically been debt averse and runs no long term loans. FY08 total liabilities stood 
at AED265 million (FY07; AED144 million) of which AED263 are current. Total assets stood at AED1.06 billion 
(FY07; AED867 million) of which AED501 million were non current inclusive of AED93 million goodwill and the 
balance is attributed to PP&E.   
 

Agthia  Revenue, COGS & GP M FY05-FY08
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Working Capital: 
 
Agthia registered a healthy positive working capital of AED296 million in FY08 (FY07; AED304 million) reflect-
ing a current ratio of 2.12x (FY07; 3.12x). The drop in the current ratio in FY08 is attributable to an 83% 
augmentation of the current liabilities to AED263 million versus a slower 25% increase in current assets at 
AED559 million. The increase in current liabilities was generated by an increase of short term loans and bank 
overdrafts to AED121.5 million from AED36 million in FY07 to finance grain stock build-up during the inflation-
ary period in 9M08 as well as the AED30 million capex for the Tomato Paste factory in Egypt along with other 
short term operational requirements. Accounts payable grew 91% to AED142 million in the normal course of 
business while a payable amount of AED33 million to GHC was written down during the year. 
 
On the current assets side, the cash balance dropped to AED40 million from AED92 million in FY07, signifi-
cantly pressuring the cash ratio down to 0.15x from 0.64x in the prior year. We see this deterioration in the 
cash balance as a temporary issue of little concern given the fact that Agthia has a government grant receiv-
able of AED218 million (FY07; 45 million) for the subsidized grain sales in Abu Dhabi. Excluding the said gov-
ernment receivables, trade receivables represent 16% of revenues (FY07; 22%) at AED137 million (FY07; 
127 million). Further, Agthia recorded AED49 million impairment on the net realizable value of its grain inven-
tory in FY08 on the back of the steep drop in prices in 4Q08. FY08 inventory recorded AED164 million down 
from AED184 million in FY07. Throughout our discussion with management, we have been affirmed that go-
ing forward, the company will lower its grain stock from an average of 5-6 months to a minimal holding (ca. 2 
months), encouraged by a more stable price environment in the sourcing markets. We believe this step along 
with the declining balance of the government receivables going forward will both contribute to a higher cash 
balance as well as improved efficiency ratios. 
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Forecast Assumptions: 
 
Revenues, COGS & Gross Margin: 
 
We forecast a FY09 turnover of AED932 million 
registering a 9% growth y-o-y. Flour & Feed 
contribution is expected to drag down reve-
nues on the back of declining selling prices  
driven by lower grain prices of AED105 per 
50kg bag over the year (FY08 AED115). We 
expect Flour & feed revenues to stand at 
AED639 million in FY09 (9.2% growth) with a 
gross margin of 16% equivalent to FY08 mar-
gin. This will be counteracted against by the 
kick-in of revenues from the newly introduced 
products and growing beverage revenue. Our 
model yields a contribution of AED52.3 million 
from Egypt’s tomato paste factory assuming 
production starts in May 09 complimenting a 
AED44 million contribution from the Al-Ain 
factory. Further, we estimate Capri-sun’s con-
tribution throughout the later 9M09 to stand at 
AED38 million with a gross margin of ca. 25% 
while, collectively, mineral and enhanced wa-
ter is expected to contribute AED159 million in 
revenues with an improved margin of ca. 43% 
driven to the upside by the higher margin en-
hanced water as well as a full realization of the 
cost cutting initiatives.  
 
On the aggregate level, we expect Agthia’s 
organic revenues to register a CAGR of ca. 8% 
over our forecast horizon spanning to FY13. 
Our conservative revenue estimates are based 
on the assumption of a saturating mineral wa-
ter market and stabilizing input prices for flour 
and feed with limited pricing power affected by 
competition and tightening market supply and 
demand forces. We have not, however, ac-
counted for inorganic revenue growth due to  
the lack of visibility over scheduled introduc-
tion of new products or acquisitions and the 
associated revenue contribution and cost 
structures. We believe that risks to our esti-
mates remain to the upside with deviations 
being driven by the unaccounted for revenues 
from acquisitions and new products. COGS, in 
our forecasts, will record a slower CAGR of 7% 
between FY09 and FY13 driven by the ongoing 
cost cutting programs the company is under-
taking as well as a growing contribution from 
higher margin products in the company’s reve-
nue mix. We estimate FY09 gross margin to 
stand at ca. 24.6% and to improve gradually 
in the following years to settle at ca. 26.6% in 
the terminal year of our forecast horizon. 
 
EBITDA & EBITDA Margin: 
 
We maintained our SG&A forecasts at 13.5% of revenues. Our assumptions are built over a gradual increase 
in both the sales force and the marketing and advertising expenses to support revenue growth and sustain 
market share. This, however, is offset by a slowing inflationary environment which is expected to balance 
SG&A. We estimate an EBITDA of AED104 million in FY09 with an improving margin of 11.1% versus 10.5% 
in FY08. Forward, our model yields a growing EBITDA settling at AED167 million in FY13 with the associated 
margin improving gradually to 13.4% in the same year.   

Source: Prime Estimates 
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Net Income: 
 
Agthia’s depreciation expense will register 
AED29 million in FY09 and will continue to 
grow gradually on the back of rising fixed as-
sets. Interest expense will maintain close lev-
els to FY08 driven by an estimated growth in 
long term loans which management has sug-
gested it might opt to raise during FY09 to 
finance capex requirements in the coming 
years. We have factored in an AED80 million 
increase in long term debt offsetting the com-
pany’s high level of short term bank loans and 
overdrafts and have forecasted an interest 
expense of AED4.3 million in FY09. Accord-
ingly, FY09 net income stands at ca. AED80 
million reflecting 11% growth over FY08 with a 
100bps improvement in the net margin to 
8.6%. Net income, in our assumption would 
register a CAGR of 14.3% between FY09 and 
FY13 with the associated margin improving to 
culminate at 11% in the last year of our fore-
cast horizon.        

Source: Prime Estimates 
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Valuation 
 
Our valuation on Agthia group has yielded a DCF fair value of AED1.75/share, with the company's future cash 
flows discounted by a WACC of 12.34%.   
 
The cost of equity has been calculated by utilizing the capital asset pricing model, and based on a risk free 
rate of 6.9%, an equity risk premium of 7%, a beta of 1 and assuming a perpetual growth rate of 3.5%. 
  
With the company currently trading at AED1.25/share, our fair value target provides investors with 40% up-
side potential. We accordingly assign a Strong Buy recommendation. 
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FINANCIAL SUMMARY 
(Figures in AED million)) 

Income Statement 2007a 2008a 2009f 2010f 2011f 

Revenues 578.7 853.9 932.4 1,043.6 1,127.7 

Growth 33.5% 47.6% 9.2% 11.9% 8.1% 

COGS 448.2 649.2 702.7 781.2 838.5 

S,G & Admin. Expenses 75.1 115.3 125.9 138.2 149.4 

EBITDA 55.4 89.5 103.9 124.1 139.8 

Growth 14.7% 61.7% 16.1% 19.5% 12.6% 

EBITDA Margin 9.6% 10.5% 11.1% 11.9% 12.4% 

Depreciation & Amortization 23.2 26.3 27.9 28.3 30.1 

Operating EBIT 32.2 63.2 76.0 95.9 109.6 

Interest Income 3.3 0.5 2.6 2.3 3.2 

Investment Income 0.0 0.0 0.0 0.0 0.0 

Interest Expense 0.0 4.6 4.3 5.4 4.7 

Other Income (net) 2.7 13.0 5.9 3.5 3.2 

Pre Tax Income 38.1 72.2 80.2 96.3 111.3 

Pre Tax Income Growth 31% 89% 11% 20% 16% 

Income Tax 0.0 0.0 0.0 0.0 0.0 

Effective Tax Rate 0.0% 0.0% 0.0% 0.0% 0.0% 

NPAT 38.1 72.2 80.2 96.3 111.3 

Growth 31% 89% 11% 20% 16% 
Extraordinary Items 0.0 0.0 0.0 0.0 0.0 

NPAUI         38.1          72.2          80.2          96.3          111.3  

Non Appropriation Items            -              -             -              -              -   

Net Income 38.1 72.2 80.2 96.3 111.3 

Growth 31.1% 89.3% 11.1% 20.0% 15.6% 

Balance Sheet  2007a 2008a 2009f 2010f 2011f 
Cash & Marketable Securities 92.2  40.1  104.5  167.2  230.0  
Trade Receivables-Net 172.4  355.2  326.4  344.4  349.6  
Inventory 183.6  163.6  195.8  198.3  214.3  
Other Current Asset 0.0  0.0  0.0  0.0  0.0  
Total  Current Asset 448.2  558.9  626.6  709.9  793.9  
Net Fixed Assets 333.9  408.4  445.8  477.6  503.8  
Intangible Assets 82.2  93.0  93.0  93.0  93.0  
Other Assets 3.0  0.0  0.0  0.0  0.0  
Total Assets 867.3 1,060.3  1,165.4  1,280.4  1,390.6  
Short Term Bank Debt 36.5  121.5  55.1  55.4  56.5  
CPLTD 0.0  0.0  0.0  16.0  16.0  
Accounts Payable 74.1  141.7  154.8  173.2  187.2  
Other Current Liabilities 33.3  0.0  0.0  0.0  0.0  
Total Current Liabilities 143.9  263.2  209.9  244.6  259.7  
Long-Term Debt 0.0  0.0  80.0  64.0  48.0  
Other Non Current Liabilities 0.0  0.0  1.8  0.0  0.0  
Provisions & Minority Interest 0.0  0.0  0.0  0.0  0.0  
Total Shareholders' Equity 723.4  795.3  875.6  971.8  1,083.0  
Total Liabilities & Shareholders' Equity 867.3  1,060.3  1,165.4  1,280.4  1,390.6  

      
Free Cash Flow Statement 2007a 2008a 2009f 2010f 2011f 
NOPLAT 32.2 63.2 76.0 95.9 109.6 
Non-Cash Items 23.2 26.3 27.9 28.3 30.1 
Gross Cash Flow 55.4 89.5 103.9 124.1 139.8 
Gross Investments 126.6 230.1 57.8 62.6 64.0 
Non -Operating Cash Flow 2.7 13.0 5.9 3.5 3.2 
Free Cash Flow -68.5 -127.6 52.0 65.1 78.9 
Financing Flow      
Interest Income After-Tax -3.3 -0.5 -2.6 -2.2 -3.1 
Investment Income After-Tax 0.0 0.0 0.0 0.0 0.0 
Increase in Excess Cash & M. Sec. -28.7 -46.9 64.0 62.2 62.4 
Changes in Subsidiaries and Long Term Investments 0.0 0.0 0.0 0.0 0.0 
After-Tax Interest Expense 0.0 4.6 4.3 5.4 4.7 
Decrease in Debt & Bonds -36.5 -85.0 -13.6 -0.3 14.9 
Provisions Used 0.0 0.0 0.0 0.0 0.0 
Dividends Paid 0.0 0.0 0.0 0.0 0.0 
Non-Appropriation Items 0.0 0.0 0.0 0.0 0.0 
Shareholders Equity 0.0 0.2 0.0 0.0 0.0 
Total Financing Flow -68.5 -127.6 52.0 65.1 78.9 

Source: Company Financials, Prime Projections 
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Recommendation Target-to-Market Price (x) 

Strong Buy x > 25% 

Buy 15% < x <25% 

Accumulate 5%< x <15% 

Hold -5% < x < 5% 

Reduce -15% < x < -5% 

Strong Sell x < -25% 

Stock Recommendation Guidelines  

Sell -25% < x < -15%  

Investment Grade Explanation 

Growth  3 Yr. Earnings CAGR > 20%  

Value Equity Positioned Within Maturity Stage of Cycle 

Income Upcoming Dividend Yield > Average LCY IBOR 

Speculative Quality Earnings Reflect Above Normal Risk Factor 
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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. 
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 accepts 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. Certain laws and regulations impose liabilities which cannot be disclaimed. This dis-
claimer 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 ser-
vices, within its objectives to the relevant companies. 
 
Copyright 2009 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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