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Measuring the credit risk of food production companies listed in
Saudi Stock Market

Adel Mohamed Ghanem, Abdulaziz Mohamed Alduwais, and
Habibburohman Sukirno Ikromo
Office of Food Security Studies and Research, vice rectorate for Graduate Students and
Scientific Research, King Saud University

Abstract: Given the possibility of food production companies being exposed to several credit
risks, this study aimed to measure the rate of economic performance and credit risks to predict the
financial failure of food production companies listed in the Saudi market during the period 2015-
2020, using (Altman, Sherrod, Kida) models.

This study resulted in a set of results, the most important of which are: (1) the average net profit
margin for some companies (Wafra for Industry and Development, Saudi Fish, Al-Sharqiya for
Development, and Tabuk for Agricultural Development) reached a negative value, and therefore
the sales proceeds cannot be reduced due to the losses incurred by those companies. (2) The
average net profit margin increased until it reached 14.08% for the Saudi Dairy and Food Products
Company. This means that sales revenue can be reduced by 14.08% without the company being
exposed to losses, (3) the credit risk score according to the Altman model ranged between a
minimum of 0.058 for the Saudi Fish Company and a maximum of 4.968 for Jazan Energy and
Development Company. (4) The credit risk score according to the Sherrod model ranged between
a minimum of 2.421 for the National Agricultural Development Company and a maximum of
20.009. Saudi Dairy and Food Products Company, (5) The credit risk score according to the Kida
model ranged between a minimum of -0.20 for Savola Group Company and a maximum of 3.204
for Jazan Energy and Development Company. (6) Finally, this study recommends the following:
(a) the need for companies that incur losses to identify problems, and the obstacles facing these
companies and how to address or reduce them, (b) the companies’ management developing an
annual operational plan aimed at maximizing profits or minimizing operating costs in light of the
available resource capabilities, (¢) Restructuring companies that are incurring losses, the most
important of which are Wafra Company for Industry and Development, Saudi Fish Company, Al-
Sharqiyah Development Company, and Tabuk Agricultural Development Company, and
scheduling their accumulated debts and protecting them from financial bankruptcy.

Keywords: economic performance, credit risks, food production companies, Saudi stock market.
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