
 

 

Saudi Arabian Mining Company (TASI: MAADEN) Q2 2018 Earnings 
Conference Call July 26, 2018 5:00 PM KSA Time   

 
Corporate Participants 
 
Speaker Name 
Company – Role 
 
Reem Asaad 
Ma’aden – Head of Investor Relations 
 
Darren C. Davis 
Ma’aden – President and Chief Executive Officer 
 
Ali Al-Qahtani  
Ma’aden – Chief Financial Officer 
 

Conference Call Participants 
  
Abdulaziz Al Mansour NCB Capital 
Abdulaziz Bin Muamar Riyad Capital 
Abdullah Aziz. Alinma Capital 
Adnan Farooq Jadwa investments 
Ahmed Dosari. Samba Capital 
Ali Asghar Saudi Fransi Capital 
Anil Kumar HSBC 
Anirudh Patwari Goldman Sachs 
Ankit Gupta NCB Capital 
Anoop Fernandez SICO Bahrain 
Anup Kataria HSBC 
Asim Bukhtiar Saudi Fransi Capital 
Dahlia Al Ghunaim. Ashmore 
Eshendra Perera Falcom 
IBRAHIM ALAJROUSH Samba Capital 
Khaled Abdullah MG Capital 
Khalid Al Huzaim Al rajhi capital 
Kunal Doshi SG Analytics 
Malekh Hamiz NBK Capital 
Mohammad Haris Public investment fund 
Mohammed Talep. Falcom 
Mohit Mangal Crisil 



 

Mr. Abdullah AlBilad capital 
Mr. Sushant Bank of America Merrill Lynch 
Not Given Not Given 
Peter Sy CNB Global 
Rana Hamoudi Abu Dhabi Investment Authority 
Talal Al Khamis NBK Capital 
Tarek Al Shawa Goldman sachs 
Yazeed Al-Saikhan Saudi Fransi Capital 
Yousef Husseini EFG Hermes 
 

Presentation 
 
Operator 
Ladies and gentlemen, welcome to Ma’aden Second Quarter 2018 Earnings Results 
conference call and webcast.  
 
[Introductions] 
 
I will now hand over to your host, Miss Reem Asaad, Madame, please go ahead.  
 

 
Reem Asaad 
Good afternoon ladies and gentlemen and welcome to Ma’aden’s second quarter 2018 
earnings conference call. To discuss the company’s results and performance, we have with 
us today Mr Darren Davis, President and CEO and Mr Ali S Al-Qahtani, Ma’aden’s CFO.  
 
The format of the call will be as usual where management will brief you on the results 
through a presentation and then we will answer your questions after our prepared remarks. 
 
The presentation slides being used today will be available on the investor relations section 
of our corporate website soon post this call.  
 
[Disclaimer] 
 
Without further ado, I would like to turn the call over to Mr Davis.  
 

 
 
 
 
 
 



 

 
Darren C. Davis 
Apologies everybody for keeping you late on a Thursday. Unfortunately, our IT system 
decided to start the weekend a little earlier, thanks for holding on, look forward to your 
questions at the end of the presentation.  
 
Starting first on slide five, a good first half as you have seen for Ma’aden and Q2 is continuing 
much in the same vein as Q1, so certainly compared to last year we’re up in production of 
gold particularly, aluminium, phosphate fertiliser and notably on alumina. A little lower on 
ammonia compared to last year and also quarter-on-quarter mainly due to a planned 
shutdown, though, which started the end of Q1 and went across into most of the beginning 
of Q2. Gold was slightly down on the quarter, but that was expected. The Duwayhi mine is 
now up to its full potential, and we expect it to continue as it was in Q2 through the rest of 
the year.  
 
If we look to the financial performance again year-on-year, a very strong performance as 
you would expect, sales are up, income up, net profit up. Quarter-on-quarter a little down 
on revenues and net income versus Q1. A combination of factors there, mostly driven by the 
slightly lower production in gold and ammonia in Q2.  
 
On the price side, prices generally are holding up well. Seeing some weakness in ammonia 
and gold, but overall reasonably flat compared to Q1. On the raw materials side, though, 
we’re still seeing some upward pressure on some of the raw materials in the aluminium 
chain. Having said that, we’re actually protected largely from that because of the full 
integration of our value chain, so although some of those prices/costs are feeding through 
to higher alumina costs, for us, of course, alumina is now a driver of value, so we’re 
benefitting from that. On the phosphate side, we saw some improvement on sulphur prices 
and I will talk about that a little bit more in detail shortly, so overall margins remain very 
strong, a little bit down on Q1, but again that is really driven mostly by the lower volumes 
compared to Q1.  
 
The outlook, we will talk in more detail about the prices for our key products in a moment, 
but generally, it is relatively neutral, but there are quite a few uncertainties around some of 
the commodities, given the current trade tensions we’re seeing globally. Our largest ever 
gold project, Mansourrah and Massarah has completed the feasibility study. We should be 
announcing some news on that during this quarter, and we continue to look at a number of 
international opportunities we have discussed before, which we think are complementary 
to our current business.  
 
Turning to slide six, looking at the graph at the top. You obviously had a very big spike in 
alumina and aluminium prices, notably alumina in Q2. We’re all aware, of course, of the 
impact of the Rusal-linked sanctions by the U.S. that seems to be coming off now. There was 



 

obviously a knock-on effect as well on aluminium. It just underlines the Q2 volatility, it 
underlines what we’re facing in terms of the outlook as well, so we can talk about 
fundamentals and I will, but we have to keep in mind that some of these political actions 
can have a very big impact on our prices. As I mentioned, margins remained strong, so 
although they are a couple of percentage points down on Q1, we are still healthily above 
the 2017 level.  
 
Turning to phosphate on slide seven, markets are overall pretty strong still in Q2. Slight 
increase in prices over Q1, but most importantly, the prices are being maintained at a 
reasonably healthy level. One would have expected a little bit more weakness by this time 
of the year, but the trend is clearly slowing. Demand has been very healthy, particularly in 
India, which is comforting given the weakness of the rupee at the moment, so it is good to 
see demand holding up there. That is largely because of the low inventories they entered 
the year with. Supply growth has really been what has helped also to keep prices up, though. 
The supply growth has been slower than anticipated, noticeably that is going to change, 
particularly around the increased volumes coming from Morocco. China remains more 
positive, in the sense, the production and exports are down versus 2017. We have yet to see 
how the rest of the year goes, but indications there are relatively positive.  
 
I mentioned sulphur, sulphur prices is our key input to phosphate production after the 
phosphate rock itself. Those prices have started to soften, and it does seem that they are 
heading in the right direction. Ammonia prices have also softened again and although that 
is obviously good for the cost of producing DAP, of course, we have a surplus of ammonia, 
so we suffer there with lower prices.  
 
The outlook for the rest of the year on DAP, the trend seems to be flat to maybe a slight 
softening as we see the Moroccan volumes come into the market during Q3 and Q4 and, of 
course, the usual seasonal effect of Q4 being relatively slow with Latin America and South 
Asia being low demand periods of the year.  
 
On the cost side, the trend on sulphur seems to be downward, which is positive. There is 
quite a lot more sulphur coming into the market during the rest of the year, so hopefully we 
will see that trend continue. Ammonia, again, we’re seeing more supply coming into the 
market in Indonesia expected this quarter, so we expect ammonia prices to continue to 
soften for the rest of the year.  
 
Aluminium has been perhaps the most exciting of our sectors in Q2, which is another 
positive thing, notwithstanding our production is stable and we’re doing very well on the 
alumina side and we’re running the refinery now at slightly above design capacity. The 
volatility is not particularly welcome. On aluminium, of course, the tariff issue, and 
particularly around the RUSAL sanctions have had a big impact during the quarter. The 
RUSAL situation, I think you will all have heard the comments from the Treasury Secretary 



 

in the U.S. last week; it seems that the market’s assumption of that will be resolved. It is in 
line with where the U.S. is at the moment. Of course, if that changes during the year, that 
will have an impact on prices.  
 
The fundamentals of aluminium, though, we shouldn’t forget where they are going, they 
actually look very positive. Although there has been a little bit of weakness on demand, 
particularly in China, on the supply side, the growth in production in China has been lower 
than expected, so overall for the year, we are expecting there will be a small deficit in the 
aluminium market, so the fundamentals are good there. Alumina, again, the supply side is 
more positive for prices, so there have been some interruptions, notably in Brazil, which will 
take some time to resolve and we expect alumina prices to remain strong for most of this 
year.  
 
Raw materials, though, unfortunately, still remain a concern in the aluminium chain, 
particularly caustic soda, coke, and pitch.  
 
Difficult to give you a real clear picture on the outlook for aluminium. As I said, the 
fundamentals are good, so we think all else being equal, the fundamentals should hold up 
prices in the range we have seen in the last couple of quarters, but the wildcard, really, is 
what happens on the trade side or any other political actions.  
 
Gold and copper were a little bit weaker in Q2. Gold seems to be driven mostly by the rising 
interest rate and as you would expect, those move in opposite directions, so around about 
5% lower in Q2 versus Q1. Copper is being impacted, it seems, not so much by fundamentals 
which remain strong, but again over the impact of these trade and tariffs. The concern on 
copper for the market is that demand for copper will be impacted as one of the industrial 
metals if these tariffs have a negative impact on global trade. We think it is too early to say 
whether that is going to be the case, but again, fundamentals for copper remain very strong 
and we continue to believe very strongly in this metal for the future.  
 
With that, I will hand over to Ali.  
 

 
Ali Al-Qahtani 
Good afternoon, thank you, Darren. I will take you through more the financial performance 
of this quarter and operational performance. Slide number 11, which shows the 
consolidated sales, EBITDA and three business, phosphate, aluminium and gold, and we 
could see from that slide that as Darren mentioned in the phosphate, it is less than this 
quarter and the reason he mentioned that we had planned shutdown of the ammonia for 
45 days. Also, in the side of gold, there is lower production, there was also some shutdown 
in some of the mines for a few days.  
 



 

With this, we see that aluminium is the same as quarter one, and it is much better than Q2 
last year.  
 
To go more in slide number 12, which is the bridge between the net profit of Q2 2017 and 
this quarter, there is a growth in this quarter comparing to the same quarter last year and 
this mainly came from price and volume. Yes, there is another cost effect, some input prices 
goes up comparing to the same quarter last year, and also we see the change in the 
inventory, it is mainly from impact sales of alumina in this quarter comparing to the same 
quarter last year.  
 
Slide number 13 is bridge between results of Q1 this year with the second quarter this year, 
and we see this reduction about 16%, mainly from volume as we mentioned in the ammonia 
and gold, as we [audio] before.  
 
Moving to the slide number 15, operational performance, we talk about phosphate 
performance, we see the DAP, ammonia phosphate fertiliser as production it is improving 
comparing to the last quarter and the same quarter last year. Also, the sales is higher and 
the price is improving. The ammonia, we see the production is low and also the sales volume 
is low due to the turnaround shutdown.  
 
Slide number 16, aluminium performance, the production of aluminium it is improving 
comparing to the first quarter and the same quarter last year, also the sales volume it is 
almost the same as previous quarter, at least by 6,000, I think it is a shipment in June, it was 
shipped in early July. Ammonia production it is improving, ramp-up of the refinery is going 
well and there is a shipment for 236,000 tons in Q1.  
 
In slide number 17, gold and copper performance, as mentioned before, the production of 
the gold decreased by about 15,000 ounces comparing to the first quarter this year, and it 
is much more than same quarter last year, the impact of Ad Duwayhi ramp-up and 
improvement in the production side.  
 
In the copper side, it is almost the same production and the sales is less, also it is due to the 
end of month shipment, it has been slipped into July… 10th July it was shipped that 
production of June.  
 
Moving to slide 19, the financial position of the company and long-term borrowing. It shows 
that our debt is less than by repayment of about SAR 300 million comparing to Q1 2018. The 
long-term borrowing, still in banks is 59% and PIF is in the same percentage of previous 
quarter, 33%, SIDF is 8%. This shows the type of loan and by company.  
 
Slide number 20, on-going refinancing programme continuing in July 2018. We successfully 
closed the refinancing of Ma’aden Bauxite and Alumina in much improved terms comparing 



 

to the old loans. Also, in this month in July, we execute the first series of interest hedge for 
aluminium for MAC company, which was that our liquidity position remains strong with cash 
on hand about 6 billion and undrawn from the [report] for SAR 5.7 billion.  
 
That is it from my side and I will open the questions.  
 

 
Darren Davis 
Let me just wrap up then, Ali, on slide 21. Thanks very much. Again, the fundamentals in our 
commodities remain very strong. We think that particularly on the supply side for 
aluminium, alumina, and copper there will be shortages in the short and medium-term. 
Phosphate, I think, is slightly different but certainly the cost side of phosphate is moving in 
a better direction for us. We do see some weakness in gold and ammonia, but for us, those 
products are still highly profitable, because we have a very good position on both of those 
commodities. The big concern, of course, is the global trade tensions, which the anticipation 
of those impacts are being felt in the prices at the moment, more than the actual effect. On 
the physical side, we’re seeing still very good demand for copper, for example, and for 
aluminium, but that is not necessarily reflected in the price in the short-term.  
 
Production performance has been very strong. Gold productions are now stabilising with Ad 
Duwayhi reaching its full ramp-up and we expect that to continue steadily for the rest of the 
year. Very good production at MPC, the smelter and the alumina refineries, particularly 
heartening to see that now stably operating and doing so slightly above nameplate capacity.  
 
Some challenges in Wa’ad Al Shamal as you would expect. We’re still ramping up, going 
through the usual commissioning issues, but as we said before, we’re on target to reach full 
capacity in DAP by the end of the year.  
 
Costs remain something we’re focused on. We can't control some of our costs in terms of 
raw materials, and there is still a concern those are moving up. What we can do is limit the 
impact of those through working on efficiency and cost reduction on other elements of our 
cost profile. We’re also pushing harder now on digitisation efforts. We think there are good 
benefits there to be applied across all of our businesses. We have done some pilot work 
already in our phosphate business and seen some very promising results. We think that is 
something worth spending some time and some money on and we will be talking more 
about that in the future.  
 
The growth story remains very strong. We’re now moving into the final stages now of the 
Mansourrah and Massarah gold project and we will be talking about that during this quarter, 
further in terms of when we commence that project. International opportunities remain 
under review. We also have some domestic opportunities in terms of phosphate, which we 



 

have discussed, before the third wave of phosphate and we will be talking about that during 
the rest of the year as well.  
 
With that, we will turn over to questions.  
 

 

Question and Answer Session 
 
Operator 
[Operator instructions] 
 
We have a question from [Sushant Lanka] from Bank of American Merrill Lynch. Please go 
ahead.  
 

 
[Sushant Lanka] 
I have two quick questions. The first question is, could you speak about your inventory gains 
in this quarter in detail, and which product line did you see it in. That is the first question. 
The second question is, on the aluminium side on the power cash costs, we understand there 
is expected to be an increase at some point. Are you still realising the old cash costs? Thank 
you.  
 

 
Ali Al-Qahtani 
As we mentioned for the inventory, yes, there is an increase in the inventory, but the reason 
for that, there are some shipments that is not being shipped in last June, especially in the 
aluminium, and it lies in the finished goods and inventory. This is the reason for the increase 
in the inventory mainly in the aluminium side.  
 
For the power cash cost, our cash cost remains as same as first quarter and there is no 
expected increase unless something changes in the market about gas prices. 
 

 
[Sushant Lanka] 
Okay and this is in specific reference to your power cash costs, right, because… 
 
[All talking] 
 

 
 
 
 



 

Darren Davis 
You mean on the [SWIC] costs, yes, so they have not increased yet. We’re still in discussions 
with [SWIC] as to when that plant will be declared commercially operational. As of now, it’s 
not, so we’re still under the old regime. 
 

 
Operator 
Our next question comes from Anoop Fernandez, SICO Bahrain. Please go ahead. 
 

 
Anoop Fernandez 
My first question is on the aluminium segment. Where you have shown the volumes in the 
presentation, I see an external sales of 151,000 tons. Now, is this both the corporate sales 
and the transfers to Alcoa? 
 

 
Darren Davis 
Yes, is in the – I can't remember which slide it is. Anyway, these are all of the external sales. 
 

 
Anoop Fernandez 
Okay, so the difference between the production and that would be about 80,000 tons, so is 
it fair to assume that this is the transfer to MRC? 
 

 
Darren Davis 
Yes. 
 

 
Ali Al-Qahtani 
Yes. 
 

 
Anoop Fernandez 
Okay, so analysing that would show that we are possibly running at close to 90% utilisation 
at [Amarfi], so my question is with the headwinds that we've seen in the last couple of 
months with this Rusal issue and all these uncertainties in terms of availability and even a 
jack-up in the premiums, are you seeing any benefit for the [Amarfi] business in terms of 
faster product qualification or something like that, because clearly there is a cost advantage 
that you offer customers and some of these can makers have been importing sheet from 



 

abroad? Is that sort of an opportunity that you'll have seen internal risks as well, but from 
your opportunity side if you could give us some colour?  
 

 
Darren Davis 
Yes, an interesting question. I mean, just on the first of your back of the envelope 
calculations, Anoop, don’t forget there's a recovery rate you need to take into account as 
well as MRC, so just you sell 80,000, a SME produce 80,000 tons of sellable product, there's 
a recycling element in there as well, so it’s not quite one for one. On the opportunities, I 
mean one of the things about these tariffs is they have a lot of knock-on effects that are 
intended, or we think they're unintended. For example, in Q1 we saw some exempted 
countries in the Oceania region shipping more primary aluminium to the U.S., because the 
exemption, of course they were getting the uplift of the tariff without having to pay it, which 
then left more of a physical shortage in the Asian area, so that physical premium on 
aluminium in Asia actually went up, so that was… and that is our key market, so we actually 
benefited from tariffs in that sense. The U.S. itself, we’re working very closely with our 
partner, Alcoa. We do think there are opportunities to work with consumers in the U.S. As 
you're probably aware, a lot of U.S. users and importers of material, both aluminium and 
steel, are applying to the U.S. government for exemptions to deal with the fact that of course 
that they still need to import aluminium, because the U.S. is short of aluminium. Where they 
can obtain exemptions of course that will give us an opportunity to ship to the U.S. without 
the tariff and give us a competitive advantage over others. We think our relationship with 
Alcoa and Alcoa’s strong position in the U.S. should put us in a better position than another 
competitor’s, yes. 
 

 
Anoop Fernandez 
Okay, but within the local market in the region, I mean the can makers were possibly buying 
material from Europe right now, is there some… do you see an opportunity for substitution 
there that they might prefer Ma’aden’s material, you might be prequalified much earlier 
because now you had the supply uncertainties and even these premium uncertainties and 
so on, or that is not much of an issue?  
 

 
Darren Davis 
I mean, to be honest, Anoop, our market share is so high in the region anyway it’s difficult 
to move above it, so there probably isn't much there, but it’s a good point because I think 
these kind of situations do underline why it’s good for these can makers to buy from a 
regional/local producer like us. It does avoid some of these questions, so hopefully that will 
underline our already very strong competitive position in the region. 
 

 



 

 
 
Anoop Fernandez 
Secondly, Darren, you mentioned something about production cuts happening in China in 
the phosphate side, but there is also this supply that is coming in from production cuts 
happening in China in the phosphate side, but there is also this supply that is coming in from 
morocco, so do you production cuts happening in China in the phosphate side, but there is 
also this supply that is coming in from Morocco, so do you see any possibility that there 
could be some sort of an offset that the Chinese production cuts would offset a large volume 
of this Moroccan supply or that is wishful thinking? 
 

 
Darren Davis 
We can hope. I think the two sides are uncertain, so China so far this year has produced and 
exported less than they did in 2017, but the key issue in China is normally Q4, to see what 
happens in Q4, so we don’t know what they're going to do there, but it does seem that some 
of the reforms in China by the government, and also some consolidation that’s going on in 
the market there – two of the big producers have consolidated last quarter – but it seems 
there's more of a rational approach to production in China, so we’re hopeful that that’s 
going to continue. Morocco, they're due to start commissioning the second of their recent 
production facilities in June, but of course ramping up is always a little bit uncertain, so how 
quickly that product comes into the market is uncertain, so our view on the rest of the year 
is maybe some softening on prices, not a great deal based on what we think is happening in 
China and Morocco, but hopefully there will be some upside surprise. 
 

 
Anoop Fernandez 
Just one last question before I join the queue, you’ve had a lot of debt restructuring over 
the past year. How do your annual repayments stand over the next three years? If you could 
give us some colour on that. 
 

 
Darren Davis 
There's actually a slide at the back of the pack. I'm not sure you can access it until we've 
posted up the presentation on the website, but there's a schedule for repayments in every 
year, Anoop… 
 
[All talking] 
 
… these refinancings have been very favourable to us. The market has been very good, 
because not a lot of borrowers have been in the market, and certainly not blue chip 
borrowers, so we've obtained very good terms from the banks, not only on pricing but also 



 

on repayment schedules as well, so we've been able to really manage our portfolio and our 
duration very effectively over the last nine months, particularly with two big wig financings 
in aluminium. 
 

 
Anoop Fernandez 
Okay, but would that include the recent refinancing in [NBSC] as well, that data? 
 

 
Darren Davis 
I would have to check whether [audio], because normally we do it as at the end of the 
quarter and the refinancing actually happened in July, so we’ll check. We’ll see if we can 
help out on that if you come back to us. 
 

 
Operator 
Our next question comes from Asim Bukhtiar, Saudi Fransi Capital. Please go ahead. 
 

 
Asim Bukhtiar 
I think initially there were plans to produce value-added products such as STPP and PPA. I'm 
just wondering if now if the end product is just going to be DAP from Wa'ad Al Shamal or do 
you have plans to further move downstream from there?  
 

 
Darren Davis 
So in terms of product mix, actually Wa'ad Al Shamal has the ability not only to do DAP and 
MAP, but also to produce NPKs and actually we've just produced this month our first batch 
of NPK, which we’ll put into the market, so we’re seeing how the reception to that product 
is, so the main facility has that flexibility which was not in NPC. On the downstream, we did 
have some plants, as you mentioned, and we looked at those more closely during the 
construction phase of the main plant and found those to be not economic for various market 
reasons really. There were diminishing markets for those products. We’re looking at a 
sulphate potash plant, which is very relatively small, but we think that looks quite economic, 
so that will probably for now be the extent of any downstream plants added to Wa'ad Al 
Shamal. 
 

 
Asim Bukhtiar 
And then for the next… the P3 that’s on the books, is it going to be again DAP, MAP, or 
anything different there? 
 



 

 
 
Darren Davis 
So we've not finalised the final specification for the granulation end of that. As you know, it 
will come in… as we've announced before, it will come in phases, so there will be different 
trains we bring on, so we’ll be able to decide as the market develops over the coming 
periods, 2025, which is the period we've announced we’ll build [Phos-3] and we’ll be able to 
adjust each of those phases to make sure we’re producing the product that best suits the 
market. The market is quite dynamic. It changes. And also the markets we’re selling into 
change over time as we've spread our risk in terms of marketing the product, so we need to 
be a little bit agile about the products we produce. 
 

 
Asim Bukhtiar 
One final question, I noticed in the first half for phosphate there is transportation revenues 
of about SAR 100 million, can you just elaborate what that’s about, and do you expect that 
to continue going forward? 
 

 
Darren Davis 
This is just a change in reporting, Asim. This is the impact of IFRS 15, so we just have to split 
out the revenues. There's no change to the actual business; it’s just a reporting change, 
that’s all. 
 

 
Operator 
Our next question comes from Talal Al Khamis, NBK Capital. Please go ahead. 
 

 
Talal Al Khamis 
We saw that there was a general decline in margins across segments, so can you please just 
give us whether there are any changes in cost, like we saw margins by segment declining 
around 10% for aluminium and close to 6% for phosphate? 
 

 
Darren Davis 
If we look at slide 11, margins have not really declined that much. I think you're seeing a few 
different effects, particularly on gold. It’s really around production volume, so that’s 
inevitable that obviously your fixed costs are spread over a smaller volume, so that will 
probably be a stable situation going forward, but Q2 is more indicative of the future than 
Q1. On the phosphate, the issue there is ammonia essentially is a fixed cost production – 
everything is fixed cost – so when the price comes down, it goes straight to the bottom line, 



 

so it impacts margins very strongly, so it’s more the ammonia that’s driving the difference 
in margins on phosphate. Aluminium, I think we’re reasonably stable on the aluminium 
margins. We don’t see a big change there. 
 

 
Talal Al Khamis 
If I'm looking at the business segment and I subtract the six months from the quarterly, on 
the gross profit I am seeing that in Q1 your gross profit for aluminium was 37, but for Q2 
was around 24. 
 

 
Darren Davis 
Yes, we’ll have to come back to you on that. I don’t have the numbers on… those particular 
numbers in front of us. 
 

 
Operator 
Our next question comes from Adnan Farooq, Jadwa investments. Please go ahead. 
 

 
Adnan Farooq 
I wanted to ask about once the power plant goes commercial for the aluminium segment, 
how much additional cost per ton would that mean… per ton of alumina? My second 
question was you mentioned in the presentation that you have been facing some challenges 
in the ramp-up of Wa'ad Al Shamal, what timeline do you see for the DAP capacity to be, 
let’s say, utilised majorly? 
 

 
Darren Davis 
I think what we said in the past, the impact per quarter on aluminium would be around SAR 
80 million approximately, so it obviously depends on the production. On Wa'ad Al Shamal, I 
think as we said before, the ramp-up we expect to reach full capacity by year-end. We’re 
still hopeful that actually we’ll be able to come in a little bit earlier than that, so hopefully at 
some point during Q4 we should hit full production on the granulation side. 
 

 
Adnan Farooq 
Just a follow-up question, what's your expectation for prices then, because that’s a huge 
amount, 3 million tons of DAP; if that goes to the market, what's your expectation for DAP 
prices over the next 6-8 months, let’s say? 
 



 

 
 
 
Darren Davis 
Sure, I mean, it’s 3 million tons per annum, so obviously we won't add 3 million tons this 
year, because we've been ramping up, so you're talking about 3 million potentially next year, 
but as you rightly question is where are we going in terms of the market, the two things that 
uncertain is what is China doing in terms of exports, because they're a big exporter still now, 
we’re still talking 5-7 million tons, so if they go from seven to five, or five to three, that easily 
offsets Wa'ad Al Shamal and Morocco, so they're the big swing factor. Demand is still very 
good and it also depends on how quickly Morocco ramps up their two-year net, so as I said, 
our expectation is probably prices flat to slightly soft because of that supply coming into the 
market, but again China is the wild card there.  
 

 
Operator 
Our next question comes from Yousef Husseini, EFG Hermes. Please go ahead. 
 

 
Yousef Husseini 
I just had a couple of quick questions. Firstly, on the SG&A, I'm just wondering, I noticed that 
the SG&A revenues spiked by about 200 bps this quarter. I was just wondering going forward 
what do you guys see as a sustainable level of SG&A. The second question I had was on your 
joint venture project with Sahara Petrochemicals (SAMAPCO). I think Sahara this quarter… 
you know, they revalued the asset, so it’s actually now back again contributing to their 
earnings, so I was wondering if we could see something similar with you guys in the second 
half? Thank you very much. 
 

 
Darren Davis 
On Sahara – we’ll come back to you in a second on your first question. On SAMAPCO, yes, it 
came in too late, the information for Q2, for us, so we are looking at that. Obviously, it’s 
welcome news. Of course, it highlights the issue that I touched on earlier in caustic soda 
prices are, of course, very high and a high cost input to Ma’aden on the aluminium sector. 
We are hedged at least financially through our exposure through SAMAPCO, so that will help 
slightly there, so yes, we’ll look at that in the second half to see whether that is appropriate 
to start recognising that income. As you know, we wrote off the full investment of that asset 
at the beginning – when we did the IFRS conversion. 
 
I'm sorry; your first question was the sustainable level of SG&A? 
 

 



 

 
 
 
 
 
Yousef Husseini 
Yes, so I mean I just noticed that the SG&A revenue was a bit higher this quarter, so I'm just 
wondering going forward what's a reasonable level like, closer to 6%, closer to 8% like it was 
this quarter? 
 

 
Ali Al-Qahtani 
I think there [inaudible] in June. That’s maybe one of it and we compare it to the Q1 that… 
the 13th salary which was paid to employees in Ramadan if we compare it to Q1. 
 

 
Yousef Husseini 
Okay, so Q1 is a more relevant number, I guess. 
 

 
Darren Davis 
Because the only thing is you have to factor in as well, of course, [inaudible] expenses 
increase as prices go up, but that wasn’t a big factor this quarter because the prices didn’t 
rise that much in phosphate. 
 

 
[No further questions] 
 

 
Darren Davis 
Thanks everyone for giving up the first part of your Thursday evening, we always appreciate 
your questions. We will follow up with each of you, of course, over the coming quarter and 
look forward to the next call. As I said, I’ll just leave you with the message that I think 
Ma’aden is doing well. We had a good first half. I think the outlook remains fundamentally 
good, but there are some uncertainties out there, and we look forward to a good third 
quarter and look forward to speaking to you all over the coming months. Thank you very 
much. 

 
 
 


