WDAM Alert - Lifting of Government Subsidies Weighs on1Q2021 Results; Remain MP

« WDAM reports net profit of QR1.02mn in 1Q2021, below our estimate: Widam Food Company (WDAM) reported
net profit of QR1.02mn in 1Q2021vs. 1Q2020’s QR26.5mn and below our estimate of QR13.3mn, which already
represented a 49.6% decline YoY. EPS amounted to QR0.01 in 1Q2021 as compared to QR0.15 in 1Q2020.

* Revenue was down 31.6% YoY/48.3% QoQ to QR100.4mn. We remind investors that WDAM announced in
November that its agreement with the Government of Qatar, subsidizing Australian fresh and chilled meat
(which commenced on December 29, 2015 and ended on December 31, 2020), would not be renewed. Lifting of
government subsidies in 1Q2021 resulted in higher sales prices for Widam’s previously-subsidized products;
however, volume contraction was possibly more than we originally estimated to justify this top-line decline. We
also think a stronger-than-expected 4Q2020 (when revenue was up 54.6% YoY/19.1% QoQ) could be attributable
to some inventory build-up by customers before the end of government subsidies by YE2020; this could have had
a detrimental impact on 1Q2021 sales, in our view. Widam recorded a gross loss of QR6.6mn in 1Q2021 after
government compensation (which declined to QR4.3mn in 1Q2021 from QR97.6mn in 1Q2020 and QR92.6mn in
4Q2020) vs. gross profits of QR33.6mn in 1Q2020 and QR24.4mn in 4Q2020.

* G&A rose to QR14.7mn in 1Q2021 from 1Q2020’s QR9.1mn but was below 4Q2020’s QR16.1mn. It is noteworthy
that Widam’s 1Q2020 G&A base was extraordinarily low as the company received a temporarily rent waiver
during the period. After 1Q2020, Widam’s G&A became normalized with the termination of these rent waivers.

* On the positive front, WDAM recorded QR22.3mn of other income vs. QR60.4k in 1Q2020, which supported its
bottom-line.

* We maintain our estimates and TP for now until we see some clarification on the post-Government-subsidy
meat-market dynamics during the conference call. Australian meat is a major part of Widam’s subsidized imports
- but not all - and we think the company can shift a part of its subsidized imports to other countries. However,
the ultimate potential impact on Widam’s bottom-line will depend on the Qatari meat market’s price-volume
elasticity. The possible “brought-forward” sales in 4Q2020 ahead of the price increases in 1Q2021 (due to the
lifting of subsidies) could have been one of the factors depressing Widam’s revenue in 1Q2021. However, we
anticipate this negative effect to cease in the coming quarters as customer inventories deplete. On the positive
front, the Strategic Food Security Projects disclosed by the Ministry of Municipality and Environment (MME) in
March 2019 envisages that local production of red meat could go up from the current 18% to 30% by 2023.
Widam, the leading livestock and red meat provider of Qatar and a key contributor to Qatar's National Food
Security Program, is likely to be a top beneficiary of increasing local production, which should enjoy higher
profitability vs. imports. We maintain our Market Perform rating and our TP at QR6.18 for now until we see some
clarification on the 1Q2021 results conference call.
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Based on the range for the upside / downside offered by the 12- Reflecting historic and expected price volatility versus the local
month target price of a stock versus the current market price market average and qualitative risk analysis of fundamentals
OUTPERFORM Greater than +20% R-1 Significantly lower than average
ACCUMULATE Between +10% to +20% R-2 Lower than average
MARKET PERFORM Between -10% to +10% R-3 Medium / In-line with the average
REDUCE Between -10% to -20% R-4 Above average
UNDERPERFORM Lower than -20% R-5 Significantly above average
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