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Abdallah Al-Othaim Markets (Al-Othaim) revenues dropped 
significantly compared to Q1 2020, as people no longer stock-pile 
as they did at the beginning of the COVID-19 Pandemic.  The VAT 
impact is clear in the consumer demand, however, the company’s 
persistent expansion is expected to maintain revenue gains 
throughout FY2021e.  

In line with our previous expectations, Al-Othaim saw a normalization in 
demand compared to the abnormally high demand in Q1 2020, on the back 
of the stock piling phenomena. Evidently, Al-Othaim posted revenues of 
SAR2,097mn for Q1 2021, a drop of 11.9% Y-o-Y compared to SAR2,379mn 
in Q1 2020 (+2.6% Q-o-Q). Moreover, it is safe to say that revenues were 
also affected by the increase in the VAT in July, 2020, whose impact is 
starting to materialize, in addition to the shift in e-learning that negatively 
impacted the company’s school season. On the other hand, COGS for the 
period dropped by 12.6% Y-o-Y (+10.6% Q-o-Q), in line with the drop in 
sales, resulting in gross profit of SAR419mn (-8.7% Y-o-Y, -10.6% Q-o-Q). 

Gross profit margin for Q1 2021 reached 20.0%, an improvement compared 
to 19.3% achieved in Q1 2020, however, it’s a significant drop from 25.8% 
posted in Q4 2020. 

Due to the steep decline in sales during the quarter (Y-o-Y), operating profit 
dropped by 40.1%, reaching SAR66mn in Q1 2021, compared to SAR111mn 
in Q1 2020. On quarterly basis, the company’s operating profit dropped by 
63.7% compared to SAR183mn in Q4 2020. The drop on quarterly basis is 
partly due to the decline in real estate revenues during Q1 2021. Operating 
profit margin for Q1 2021 is 3.2%, a drop of 140 bps compared to 4.6% in 
Q1 2020 and massive drop compared to 8.9% posted in Q4 2020.  

Similarly, net income for Q1 2021, dropped significantly from SAR99mn in 
Q1 2020 to SAR58mn in Q1 2021 (-42.0% Y-o-Y, -65.1% Q-o-Q). Net 
income margin stood at 2.8% in Q1 2021, a drop compared 4.2% in Q1 
2020 and 8.1% in Q4 2020. 

It is worth noting that the year 2020 was a significantly high base year for 
comparison; as during H1 2020 demand on Al-Othaim products surged due 
to the COVID-19-induced panic purchasing, while Q4 2020 results included 
annual target incentives, which were recognized at the end of the fiscal 
year.  

We believe that the growth in revenue by almost 3.0% Q-o-Q is a strong 
indication that despite the lowered demand and unfavorable market 
conditions, Al-Othaim remains resilient due to its wide footprint across the 
Kingdom and Egypt.  It’s also worth noting that during March, 2021, the 
company opened a new branch in Riyadh, bringing the total number of 
branches in the Kingdom to 254. Furthermore, the company announced the 
distribution of a 30% cash dividend to shareholders for H2 2020, at SAR3 
per share, amounting to a total of SAR270mn. 

FY2021e, we expect that revenues will continue to flatten out as the post-
VAT demand normalizes, however, the company’s strong market standing, 
solid expansion strategy and the market consolidation are bound to 
significantly support Al-Othaim throughout the year. 

 

We update our 52 weeks target price SAR133.0/share while 
maintaining our Neutral recommendation. 

 

Recommendation Neutral 

Previous Recommendation Neutral 

Current Price (06-05-2021) SAR131.0 

Target Price (52 Weeks) SAR133.0 

Upside/ (Downside) 1.6% 

Shariah Compliance Pass 

  

Key Financial Ratios 

Ratio 
Q1 

2021 
Q4 

2020 

Q1 

2020 

Revenue Growth 2.6% 12.8% 13.4% 

Gross Margin 20.0% 25.8% 19.3% 

EBIT Margin  3.2%  8.9% 4.6% 

Net Margin 2.8% 8.1% 4.2% 

 
 

   

Key Financial Results (Q1 2021)  

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Share Price Performance  

 
 
 
 
 

-12%
-9%

-40% -42%

3%

-21%

-64% -65%
-70.0%

-50.0%

-30.0%

-10.0%

10.0%

30.0%

Revenue Gross
Profit

EBIT Net
Income

Y-o-Y Q-o-Q

09 May 2021 

 

0

20

40

60

80

100

120

140

160

5,000

6,000

7,000

8,000

9,000

10,000

11,000

Jan-18 Jan-19 Jan-20 Jan-21

TASI Al-Othaim

Pressure on Margins as Demand Normalizes Post the Pandemic 



 

Guide to Ratings and Disclaimer 
 

 

 

Disclaimer  

This research document has been prepared by Itqan Capital Company (“Itqan Capital”), Saudi Arabia. It has been prepared for the general use 

of Itqan Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the 

express written consent of Itqan Capital. Receipt and review of this research document constitute your agreement not to redistribute, retransmit, 

or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such information 

by Itqan Capital. The information contained was obtained from various public sources believed to be reliable, but we do not guarantee its accuracy. 

Itqan Capital makes no representations or warranties (express or implied) regarding the data and information provided and Itqan Capital does 

not represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular purpose. 

This research document provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation 

to make an offer, to buy or sell any securities or other investment products related to such securities or investments. It is not intended to provide 

personal investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any 

specific person who may receive this document. Investors should seek financial, legal or tax advice regarding the appropriateness of investing in 

any securities, other investment or investment strategies discussed or recommended in this document and should understand that statements 

regarding future prospects may not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate 

and that the price or value of such securities and investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the 

value of or price of, or income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Itqan 

Capital or its officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or 

related investments, including long or short positions in securities, warrants, futures, options, derivatives, or other financial instruments. Itqan 

Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business from, 

any company mentioned in this research document. Itqan Capital, together with its affiliates and employees, shall not be liable for any direct, 

indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in this research document. 

This research document and any recommendations contained are subject to change without prior notice. Itqan Capital assumes no responsibility 

to update the information in this research document. Neither the whole nor any part of this research document may be altered, duplicated, 

transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any 

person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, 

availability or use would be contrary to law or which would subject Itqan Capital or any of its affiliates to any registration or licensing requirement 

within such jurisdiction.   

Itqan Capital is licensed by the Saudi Arabian Capital Market Authority, License No.07058-37 and CR No.4030167335 
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Buy An upside potential of more than 20% in 52-week period 

Overweight An upside Potential of more than 10% in 52-week period 

Neutral Will stay in the range of it value (up/down 10%) in a 52-week period 

Underweight A downside potential of more than 10% in 52-week period 

Sell A downside potential of more than 20% in 52-week period 
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