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Measuring the Financial Risk of Almarai Company Operating in the

Kingdom of Saudi Arabia
Mariam A. M. Ghanem, Sahar A. Kamara Adel M. Ghanem

Summary :

This study aimed to measure the degree of financial risk of Almarai Company
during the period 2015-2019, using Altman, Sherrod and Kida models. This study has
a set of results, the most important of which is that the average circulation rate was
1.23, and the average turnover rate of traded assets was 2.19 times, which means that
each riyal of the circulating assets revolves 2.19 times during the year to achieve

annual sales of 2.19 riyals. It was also found that 54.6% of the total assets of Almarai

were funded through loans, while about 45.4% were funded by the owners. The
average margin gross profit was 38.9%, while the average net profit margin was
14.0%, which means that sales earnings can be reduced by 14.0% without Almarai
being exposed to losses.

This study also showed that according to the Altman model, the value of (Z)
decreased from 1.461 in 2015 to 1.348 in 2019. Also, all the values of (Z) are in the
red zone (Z <1.8), and therefore the company will be subjected to bankruptcy in light
of the current financial ratios. As for Sherrod model implementation, the value of (Z)
decreased from 7.88 in 2015 to 7.40 in 2019. All (Z) values fall into the third
medium-risk category (Z <20 > 5), and it is close to the high risk area. Finally, with
the implementation of the Kida model, the value of (Z) increased from 0.104 in 2015
to 0.265 in 2019. All values of (Z) are positive, which confirms that the company is
in the financial safety zone in the short run. In light of the results of this study, it
recommends the following: (1) that Almarai should conduct more economic and
financial studies, in order to identify the most important problems and obstacles
facing the company and how to address or limit them, (2) The company's
management put an operational plan aimed at maximizing profits in light of the
available resource capabilities.

Keywords: Almarai Company; Performance rate; Financial risk; Models of Altman,
Sherrod and Kida.



