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Investment Update

Rating: Neutral | Target Price: SAR 40.8 August 3, 2026

Aldawaa’s Wasfaty-related pressures offset diversification gains, maintain Neutral on the stock.

We revise our target price for Aldawaa Medical Services Co. (ALDAWAA AB) downward to SAR
40.8/share and maintain our ‘Neutral’ rating, following a 7.2% YoY decline in 1Q26 revenue to SAR
1.5 bn. The decline was driven by a January 2026 change to the Wasfaty dispensing mechanism.
Retail growth excluding Wasfaty (+5.2% YoY) and continued momentum in non-retail verticals
(+65% YoY) are partially offsetting this pressure; however, we view the dispensing change as
structural in nature, limiting near-term recovery in Wasfaty-linked revenue. This is compounded by
the entry of a major competitor into the program, which we expect to exert further pressure on
transaction share. We weigh these factors against the company's ongoing diversification into
logistics, distribution, and omni-channel, as well as its solid balance sheet position, in arriving at our

revised target price and rating.

Market Data Valuations 2025a 2026e 2027f 2028f 2029f
Last Price (SAR)* 40.5 Net Profit (SAR mn) 325 258 267 277 238
Target Price (SAR) 40.8 EPS (SAR) 38 3.0 31 33 28
Upside / Downside (%) 0.6 PER (x) 10.6 133 129 124 145
Market Cap (bn) (SAR/USD) 3.4/0.9 P/BV (x) 24 22 21 20 1.9
52 week High / Low (SAR) 74.8/403 DPS (SAR) 25 20 21 22 19
12-month ADTV (mn) (SAR/USD) 9.2/2.5 Div. Yield (%) 6.2 49 5.1 53 4.6
YTD Return (%) -18.8 ROAE (%) 234 17.2 16.7 16.4 13.4
Bloomberg Code ALDAWAA AB RoAA (%) 6.3 4.8 47 47 39
*last price as of 2" August 2026
Financials (SAR mn) 2025a 2026e 2027f 2028f 2029f
Revenue 6,736 6,770 7,029 7,289 7,563
COGS 4,363 4,387 4,557 4,746 4,993
Gross profit 2,373 2,384 2,473 2,543 2,570
Gross margin (%) 352 352 352 34.9 34.0
Operating expense 1,905 1,988 2,073 2,137 2,202
Operating profit 468 396 399 406 369
Operating margin (%) 6.9 5.8 57 56 4.9
Net profit 325 258 267 277 238
Net margin (%) 4.8 3.8 3.8 38 31
EPS 3.8 3.0 3.1 3.3 2.8
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Source: Tadawul, Bloomberg and anbc research

The Wasfaty program underwent two developments that we believe warrant close monitoring. First,
Wasfaty amended its dispensing mechanism to restrict pharmacies to dispensing only the single,
cheapest option per molecule, versus 4-5 alternatives previously available. This structural change
reduced Aldawaa's average Wasfaty basket value by nearly 37%. Second, Nahdi introduced Wasfaty
dispensing across its full branch network, introducing incremental competitive pressure on Aldawaa's
transaction share within the program. We view the dispensing change as a permanent reset to Wasfaty's
revenue-per-prescription economics, while Nahdi's entry introduces an additional, and in our view, still-
evolving, share-erosion risk that we expect to persist over the coming quarters.

We expect Aldawaa's margins to remain under pressure over the near to medium term, reflecting the
current competitive environment within Wasfaty as well as the cost profile associated with newer
initiatives the company is scaling, including logistics, distribution, and omni-channel. These verticals,
while delivering strong revenue growth, operate at structurally lower gross margins than the core retail
business. We expect this pressure to be partially offset by the company's declining share within Wasfaty,
given the segment's comparatively lower margin profile.

For the remaining nine months of 2026, management guided for revenue growth of 3-5% and operating
profit of 4-7% of net sales, with CapEx maintained below 3% of sales. The company is targeting a 20%
contribution from omni-channel sales by end-2026.

We expect Aldawaa to continue to face near-term topline and margin pressure from the Wasfaty
dispensing reset and Nahdi's entry into the program, while its diversification should partially offset this
drag over time. As a result, we lower our target price to SAR 40.8/share, while maintaining our “Neutral”
rating.
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Disclaimer

anb capital is a Saudi Closed Joint Stock Company with paid up capital of SAR 1,000 million and is licensed by the Capital Market Authority of Saudi Arabia under license number
07072-37 and Unified Number 7001548267, with its head office at 3581 Al Mouyyad Al Jadid, Al Murabba, PO Box 220009, Riyadh 11311, Saudi Arabia, telephone number 800 124
0055.

This report is prepared by anb capital, a full-fledged investment bank providing investment banking, asset management, securities brokerage and research services. anb capital and
its affiliates, may have or seek investment banking or other business relationships for which it will receive compensation from the companies that are the subject of this report. Also,
anb capital (or its officers, directors or employees) may have a position in the securities that are the subject of this report.

This report has been prepared on the basis of information believed to be reliable, but anb capital makes no guarantee, representation or warranty, express or implied, as to the
accuracy, correctness or completeness of such information, nor do they accept any responsibility for loss or damage arising in any way (including by negligence) from errors in, or
omissions from the information.

This report is intended only for the recipient to whom the same is delivered by anb capital and should not be reproduced, redistributed, forwarded or relied on by any other
person. The distribution of this report in some jurisdictions may be restricted by law, and persons into whose possession this report comes should inform themselves about, and
observe, any such restriction.

This report has been prepared by anb capital for information purposes only and is not and does not form part of nor should be considered advice, recommendation, offer for sale
or solicitation of any offer to subscribe for, purchase or sell any securities, nor shall it or any part of it form the basis of or be relied on in connection with any contract or
commitment whatsoever, and any views or opinions expressed herein are subject to change without notice.

This report and information contained herein, are provided for informational purpose only and does not take into consideration any investment objective, financial situation or
particular needs of any recipient and are not designed with the objective of providing information to any particular recipient and only provides general information. anb capital
assumes that each recipient would make its own assessment and seek professional advice, including but not limited to, professional legal, financial and accounting advice, before
taking any decision in relation to the information provided in the report. Recipients should consider their own investment objectives and financial situation and seek professional
advice before making any investment decisions.

Under no circumstance will anb capital nor any of its respective directors, officers or employees be responsible or liable, directly or indirectly, for any damage or loss caused or
alleged to be caused by or in connection with the use of or reliance on the information contained in this report.

All opinions, estimates, valuations or projections contained in this report constitute anb capital's current opinions, assumptions or judgment as at the date of this report only and
are therefore subject to change without notice. There can be no guarantee that future results or events will be consistent with any such opinions, estimates, valuations or
projections. Further, such opinions, forecasts or projections are subject to certain risks, uncertainties and assumptions and future actual outcomes and returns could differ
materially from what is forecasted.

Past performance is not necessarily indicative of future performance and the value of an investment may fluctuate. Accordingly, any investment made pursuant to this report in any
security is neither capital protected nor guaranteed. The value of the investment and the income from it can fall as well as rise as the investment products are subject to several
investment risks, including the possible loss of the principal amount invested. No part of the research analysts’ compensation is related to the specific recommendations or views in
the research report.

By accepting this report, the recipient agrees to be bound by the foregoing limitations.
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Ratings Guidelines

anb capital’s investment research is based on the analysis of economic, sector and company fundamentals with the objective of providing a long term (12 month) fair value target
for a company.

OVERWEIGHT NEUTRAL UNDERWEIGHT

Expected return is more than +15% Expected return is between +15% & -10% Expected return is lower than -10%

This report and information contained herein, are provided for informational purpose only and does not take into consideration any investment objective, financial situation or
particular needs of any recipient and are not designed with the objective of providing information to any particular recipient and only provides general information. anb capital
assumes that each recipient would make its own assessment and seek professional advice, including but not limited to, professional legal, financial and accounting advice, before
taking any decision in relation to the information provided in the report. Recipients should consider their own investment objectives and financial situation and seek professional
advice before making any investment decisions.

Analyst Certification:
All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all of the subject securities or issuers. No part of the

compensation of the responsible analyst(s) named herein is, or will be, directly or indirectly, related to the specific recommendations or views expressed by the responsible
analyst(s) in this report.
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