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The report contains key takeaways from results of 
the three listed Saudi telecom companies as well as 
our latest target prices 

What do we think? 

Stock Rating Price Target 

STC Neutral SAR80.0 

Mobily Neutral SAR17.5 
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Saudi Arabian Telecom Sector 
Q3 2018 key takeaways 
The Saudi Arabian telecom firms reported healthy Q3 revenue and gross profit 

growth numbers, which were better than expected despite a decline in expats 

population, no material increase in data prices and a likely pick up in VoIP 

calling. What drove better numbers was mainly a combination of 1) healthy 

handset sales (in-line with commentary on electronics sales by Jarir and 

Extra), 2) higher than expected increase in foreign visitors, led by Hajj season 

(1.76mn foreign visitors in 9M18 compared to the same number for whole of 

2017), 3) contribution from Govt. related contracts / business contracts. All the 

three firms reported healthy clean EBITDA margins (36-39%). However, 

looking closer into revenue mix, core telecom consumer spending weakened in 

this quarter for STC and Mobily. Zain delivered better performance though 

they might have benefitted from aggressive promotions of handset sales and 

partly from IFRS 15 application. On the whole, while there were positives 

(unwillingness to go for pricing competition and trends of gradual stabilization 

in revenues), the core performance appears broadly in-line with expectations. 

There are no changes to our views in the sector from an investment standpoint. 

Our target prices/ratings are STC: SAR80/ Neutral ( up from SAR78.5), 

Mobily: SAR17.5/Neutral ( unchanged) and Zain KSA: SAR6.8/Neutral ( up 

from SAR6.6). 

STC:  

 Top-line for STC grew 5.6% y-o-y as compared to Mobily’s 6% and 8% for 

Zain KSA. The company reported KSA data transmission growth of 34% y-

o-y in Q3 2018 highlighting the increase in the data traffic due to Hajj 

pilgrimage season. However what drove revenues growth was an increase in 

Govt. related transactions which doubled from SAR961mn in Q3 2017 to 

SAR1.82bn in Q3 2018, without which revenues would have declined 1.3% 

y-o-y.   

 The sequential decrease in accounts receivables despite increase in Govt. 

revenues implies some cash could have been paid for settling receivables. 

 EBITDA trend has been uneven in the past as part of operating costs 

remains lumpy. Hence, we rely on average quarterly EBITDA levels, which 

is around SAR4.75bn in the 12 months before Q3. At SAR5.1bn, Q3 EBITDA 

was a surprise growing by 8% y-o-y, this was also led by Govt. related 

transactions as expenses pertaining to Govt/related contracts increased by a 

smaller amount as compared to revenues.  

 Forecasting expenses below EBITDA line is challenging given lack of much 

information on early retirement (key item) and miscellaneous expenses, 

which is why we rely on Ev/EBITDA metrics for relative valuation. In Q3, 

other expenses grew to SAR291mn (vs. SAR107mn in Q3 2017), largely on 

the back of higher cost of early retirement program and finance cost 

offsetting the beat till EBITDA line. 



Saudi Telecom Sector 
Telecom –Industrial 

07 November 2018 

  

 
    
    

    

 

   
Disclosures Please refer to the important disclosures at the back of this report.  2 

 

 As a result, despite the EBITDA beat, STC’s net profit of SAR2,643mn(+2.9% y-o-y) 

came in-line with our and consensus estimates of SAR2,600mn and SAR2,504mn, 

respectively. Though results were better than expectations, the underlying core telecom 

expenditure trends indicated a moderate decline. 

 Having likely shelved international expansion plans in telecommunications, STC is 

planning to grow by investing in newer segments. Notably it has investments in Careem 

(10% stake valued at $100mn in end of 2016, which now has more than doubled based 

on recent plans of Uber to acquire Careem) and signed an MoU for  TV broadcasting. 

SAR660mn is the annual investment required (10 year contract, ~10% of existing capex) 

and we are yet to understand the benefits from this but believe it could be more of a 

strategic investment. STC can leverage these services by providing them as a part of 

bundled package and gain ad revenues. The company has also launched STC Pay, an 

investment arm specialized in digital payments and the financial technology services for 

individuals and institutes.  

 

 Given these investments STC may not increase its dividend pay-out, despite the 

capability to pay higher dividends. The last dividend policy that had a pay-out of at least 

SAR1/share per quarter has ended but we are likely to continue seeing similar levels in 

the future. 

 

Valuation: We use a mix of DCF (FCF) and relative valuation (7x EV/EBITDA in-line with 

global avg., higher than 6.5x historical average). For FCF, we use risk free rate of 3.9% (10 

year US Govt. bond yield of 3.2% and 0.7% KSA default spread). Our cost of equity is 11.4% 

and WACC is 10.9%. Our revised target price is SAR80/sh (up from SAR78.5/sh), average of 

FCF (SAR76/sh) and relative valuation methods (SAR84/sh).  

 

Risks: Upside risks to our estimates are from higher than expected revenues from its newer 

investments, tower sale/sharing, lower than expected cost of early retirement, hike in 

quarterly dividends, improvement in valuation of subsidiaries and more transparency in 

reporting. Downside risks are from unfavourable regulatory changes, aggressive competition 

leading to lower than expected ARPUs and acquisitions at expensive valuations. 
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   Figure 1  STC Q3 results  

 
   Source: Company data, Al Rajhi Capital 

   Figure 2  Income statement  

 
   Source: Company data, Al Rajhi Capital 

 

 

  

(SAR mn)  Q3 2017  Q2 2018  Q3 2018 % chg y-o-y % chg q-o-q  ARC est 

Revenue 12,621        13,182        13,333        5.6% 1.1% 12,861        

Gross profit 7,401          7,112          7,805          5.5% 9.7% 7,459          

Gross profit margin 58.6% 54.0% 58.5% 58.0%

Operating profit 2,907          2,901          3,236          11.3% 11.5% 2,860          

Net profit 2,569          2,444          2,643          2.9% 8.1% 2,600          

Income statement (SARmn) 12/16A 12/17A 12/18E 12/19E 12/20E

Revenue 53,678 51,362 52,600 53,652 54,725

Cost of services -24,991 -21,807 -23,249 -23,607 -23,969

Gross profit 28,688 29,555 29,351 30,045 30,755

SG&A -10,659 -10,244 -9,731 -10,194 -10,398

EBITDA 18,029 19,311 19,620 19,851 20,358

D&A -8,078 -8,207 -8,324 -8,286 -8,478

Operating profit 9,951 11,104 11,295 11,565 11,880

Finance cost -379 -354 -363 -330 -330

Other expenses (net) 305 382 484 802 916

Profit before tax 9,877 11,132 11,417 12,037 12,466

Tax -751 -721 -731 -770 -798

Minority interest -226 -237 -250 -266 -282

Net profit 8,900 10,174 10,436 11,001 11,386
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Mobily 
 Top-line at SAR2,976mn grew +6.1% y-o-y driven by multiple factors such as Hajj 

seasonality, handset sales and improvement in business segment.  However in terms of 

segmental contribution, consumer revenues remained flat on 9M y-o-y basis while 

business & wholesale segment grew 11%. Had it not been for the strong growth in 

handset sales and Hajj season, revenue could have probably declined. Overall this 

performance is in-line with STC’s core telecom revenue trend. 

 As per the company’s presentation, there was a contract worth SAR300mn signed with 

Arriyadh Development Authority. Most of these revenues are likely accounted as 

receivables given that the increase in accounts receivables was SAR150mn on a q-o-q 

basis. 

 Gross profit at 5.2% y-o-y tracked top-line growth. There were two impairments 

recorded in Q3. One, SAR83mn from property and equipment and other is SAR78mn on 

accounts receivables. Despite this, operating profit came at SAR108mn. 

 The “other income” (in turn composed of many items and not one, as per the 

management), whose details are not clear, keeps varying by a good margin over the 

quarters. This quarter it dipped by SAR23mn sequentially.  

 Finance charges grew to SAR206mn (+29.6% y-o-y), reflecting impact of higher SAIBOR 

and ceasing of capitalization of expenses related to debt, whose details are not clear. The 

increase was higher than the special interest income increase seen by banks, of 6-8% y-o-

y owing to mainly SAIBOR increase. 

 Overall without Zakat reversal of SAR70mn, net profit would have worsened to 

SAR100mn exactly in line with our estimate. Notably, the usual run-rate for Zakat per 

quarter is ~SAR20mn.   

 

   Figure 3  Mobily Q3 results  

 
   Source: Company data, Al Rajhi Capital 

Valuation: For our price target, we use an equal mix of DCF and EV/EBITDA, based on 7x 

multiple) methods and arrive at a target price of SAR17.5/share with a Neutral rating. In a 

nutshell, we believe the company is improving but overall the company has a visibility of top 

line growth of <3% y-o-y for the next 2 years and EBITDA margin is mostly stabilized. The 

debt is high and the operating cash flows (without any benefit from accounts payables) are 

only marginally higher than capex required and pays no dividends. If one were to value it 

purely on EV/FCF basis, i.e., applying 17x multiple, which is the average multiple for telecom 

firms, and deducting the debt & liabilities, the range of implied value of the company would 

be significantly lesser. 

Risks: Upside risks to our valuation are improved gross margins, improving receivables and 

no bad debts, faster than expected top-line growth. Downside risks are due to further 

impairments in receivables and further price competition in the sector. 

 

 

 

(SAR mn)  Q3 2017  Q2 2018  Q3 2018 % chg y-o-y % chg q-o-q  ARC est 

Revenue 2,805.7       2,894.7       2,976.1       6.1% 2.8% 2,822.6       

Gross profit 1,672.0       1,774.8       1,758.3       5.2% -0.9% 1,693.6       

Gross profit margin 59.6% 61.3% 59.1% 60.0%

Operating profit (3.6)              127.0          108.1          NM -14.9% 82.4             

Net profit (174.5)         (78.6)           (30.9)           -82.3% -60.7% (99.3)           
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   Figure 4  Income statement  

 
   Source: Company data, Al Rajhi Capital 

 

 

Income statement (SARmn) 12/16A 12/17A 12/18E 12/19E 12/20E

Revenue 12,569 11,351 11,692 11,926 12,164

Cost of services -5,144 -4,821 -4,735 -4,890 -4,987

Gross profit 7,425 6,530 6,957 7,036 7,177

SG&A -3,416 -2,918 -2,806 -2,981 -3,041

EBITDA 4,009 3,612 4,151 4,055 4,136

D&A -3,775 -3,626 -3,791 -3,559 -3,488

Operating profit 235 -14 360 496 648

Finance cost -556 -678 -797 -742 -682

Other expenses (net) 75 45 150 58 61

Profit before tax -246 -648 -287 -188 27

Tax 43 -61 7 -60 -60

Minority interest -                    -                    -                    -                    -                    

Net profit -203 -709 -280 -248 -33
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Zain KSA 
 Top-line grew 8.0% y-o-y to SAR1,952mn on the back of higher demand for company’s 

products and services, handset sales and an accounting change (IFRS15). The company 

mentioned a SAR90mn impact on revenue (9M) because of IFRS15 accounting change, 

which we believe is mainly attributed to revenue from contract handsets. In our view, the 

company likely used to record equipment revenue excluding subsidies before and now it 

records revenue including subsidies. The company mentioned 3-4x sale of devices more 

than last year and hence the change had a noticeable impact. Without the IFRS 15 

change, the top-line would have grown by 5% y-o-y in Q3, which is better than its peers 

in our view.  

 Hajj seasonality as well as aggressive promotions on the ground have also contributed 

partly to the growth. The company recently launched FTTH services which are still not 

contributing meaningfully. Data revenues contributed 52% of total revenues. 

 Gross profit tracked top-line to rise 8.6% y-o-y. The company indicated SAR126mn 

reversal of provisions, which we believe is at the cost of goods level and thereby gross 

profits could have declined by 1.5% y-o-y excluding the same. The reversal of provisions 

is not clear but the company mentioned it be a one-off item. Telecom sales are mostly 

B2C and thereby are small ticket items. Hence a large reversal in receivables is unlikely 

and the revision may have been necessitated because of change in some estimates. 

 EBITDA improved to SAR728mn (+15.4% y-o-y) as growth in operating expenses (+1.4% 

y-o-y) lagged top-line growth, implying EBITDA margin of 37%. The company has been 

able to gradually lower operating expenses over the quarters. 

 Interest expenses grew to SAR246mn (+8.7% y-o-y) despite de-levering the balance 

sheet through a repayment of Murabaha financing (SAR600mn). The total debt 

including that owed to shareholders amount to SAR16.7bn. 

 Zain’s Q3 2018 bottom-line of SAR48mn, up from SAR3mn in Q3 2017, came in higher 

than our and consensus estimated loss of SAR57mn and SAR47mn, respectively. 

However, excluding the impact of release of certain provisions (SAR126mn), net loss 

came in higher than our estimate. Bottom-line also benefitted from higher commission 

income and other income (finalization of the Universal Service Fund granted from the 

government), which is one –off in nature. As per the management in the analyst 

conference call, Zain concluded the USF project at a lower cost than the subsidies from 

Government, resulting in a positive impact of SAR18mn in Q3. 

 The company’s accumulated losses stand at 38% of equity and the company is working 

on a capital rights issue of SAR6bn which will be used to reduce debt of the company.  

 Last 12 months net debt/ EBITDA is at 5.2x and in case the rights issue goes through 

along with the 38% capital reduction, net debt / EBITDA could become 3.2x. 

 

 

Valuation: The company trades at forward EV/EBITDA of 7.2x as compared to local peers of 

6.6x (2019e) and median regional peers of 6.1x (Bloomberg). We value Zain at 7x 12 month 

forward EBITDA. For DCF, we use risk free rate of 3.9% (10 year US Govt. Bond yield of 3.2% 

and 0.7% KSA default spread). Our cost of equity is 13.6% while current WACC is 7.2%, which 

increases to 8.7% as weight of debt decreases during the forecasted period. For our WACC 

calculations, we have included Zain management payables at around SAR1bn as equity. Our 

target price is SAR6.8/sh(revised upwards from SAR6.6), average of DCF and relative 

valuation methods .   

 

Risks: Key upside risks to our estimates would successful rights issue, hike in data prices 

provided all the three players increase prices, no meaningful reduction in overall market size, 

a value accretive tower sale and higher than expected shift to post-paid subscribers which 

could improve ARPU. Faster than expected reduction in debt levels could also lead to 

improvement in profitability. Key downside risks are related to further pricing competition, 

continued erosion of subscribers, further erosion in market share, higher capex needs, lower 

than expected cost savings. 
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   Figure 5  Zain Q3 results  

 
   Source: Company data, Al Rajhi Capital 

 

   Figure 6  Income statement  

 
   Source: Company data, Al Rajhi Capital 

 

 

(SAR mn)  Q3 2017  Q2 2018  Q3 2018 % chg y-o-y % chg q-o-q  ARC est 

Revenue 1,807          1,846          1,952          8.0% 5.7% 1,815          

Gross profit 1,231          1,193          1,336          8.5% 12.0% 1,236          

Gross profit margin 68.1% 64.6% 68.4% 68.1%

Operating profit 229              179              268              17.0% 49.7% 166              

Net profit 3                  (38)               48                NM NM (57.3)           

Income statement (SARmn) 12/16A 12/17A 12/18E 12/19E 12/20E

Revenue 6,927 7,306 7,436 7,659 7,736

Cost of services -2,526 -2,393 -2,424 -2,474 -2,499

Gross profit 4,401 4,913 5,012 5,185 5,237

SG&A -2,605 -2,396 -2,443 -2,520 -2,545

EBITDA 1,795 2,517 2,569 2,665 2,692

D&A -1,850 -1,614 -1,773 -1,783 -1,791

Operating profit -54 903 796 882 901

Finance cost -953 -910 -890 -856 -817

Other expenses (net) 26 20 43 43 32

Profit before tax -981 13 -51 70 116

Tax 0 0 0 0 0

Minority interest 0 0 0 0 0

Net profit -981 13 -51 70 116
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IMPORTANT DISCLOSURES FOR U.S. PERSONS 

This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia.  Al 
Rajhi is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research 
reports and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in 
reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the 
“Exchange Act”).  

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through Rosenblatt Securities Inc, 40 Wall Street 59th Floor, New York 
NY 10005, a registered broker dealer in the United States.  Under no circumstances should any recipient of this research report effect any 
transaction to buy or sell securities or related financial instruments through Al Rajhi. Rosenblatt Securities Inc. accepts responsibility for the 
contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. 
institutional investor. 

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to 
applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a 
research analyst account. 

Ownership and Material Conflicts of Interest 

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,’ as determined in accordance with Section 13(d) of the Exchange Act, 
1% or more of any of the equity securities mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, 
directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal or agent 
of the securities referred to herein. Rosenblatt Securities Inc. is not aware of any material conflict of interest as of the date of this 
publication. 

Compensation and Investment Banking Activities  

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of securities for the subject company in the past 
12 months, nor received compensation for investment banking services from the subject company in the past 12 months, neither does it or 
any affiliate expect to receive, or intends to seek compensation for investment banking services from the subject company in the next 3 
months. 

Additional Disclosures 

This research report is for distribution only under such circumstances as may be permitted by applicable law.  This research report has no 
regard to the specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single 
recipient.  This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports or 
developments referred to in this research report.  Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any 
liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research 
report’s preparation or publication, or any losses or damages which may arise from the use of this research report. 

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, 
or affiliates of Al Rajhi. 

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain 
risks.  The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange 
Commission.  Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be 
subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States. 

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in 
a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or 
income from such securities or related financial instruments.   

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al 
Rajhi with respect to future performance.  Income from investments may fluctuate.  The price or value of the investments to which this 
research report relates, either directly or indirectly, may fall or rise against the interest of investors.  Any recommendation or opinion 
contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the 
securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used 
herein.   

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent 
of Al Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in this respect. This research document has been 
prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi 
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 Al Rajhi 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 Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable but we do not 
guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information 
provided and Al Rajhi 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. Al Rajhi 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. Al Rajhi 
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. Al Rajhi 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. Al Rajhi 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 Al Rajhi Capital or any of its affiliates to any 
registration or licensing requirement within such jurisdiction. 
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Disclaimer and additional disclosures for Equity Research 

Disclaimer 

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared 
for the general use of Al Rajhi 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 Al Rajhi 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 Al Rajhi Capital. The information contained was obtained from various public sources believed to be 
reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the 
data and information provided and Al Rajhi 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. Al Rajhi 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. Al Rajhi 
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. Al Rajhi 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. Al Rajhi 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 
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Explanation of Al Rajhi Capital’s rating system 
 
Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except 
financial stocks and those few other companies not compliant with Islamic Shariah law: 
 
"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 12 
month time horizon. 
 
"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price 
on a 12 month time horizon. 
 
"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 12 
month time horizon. 
 
"Target price": We estimate target value per share for every stock we cover. This is normally based on widely accepted methods 
appropriate to the stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum of the parts) analysis. 
 
Please note that the achievement of any price target may be impeded by general market and economic trends and other external factors, or 
if a company’s profits or operating performance exceed or fall short of our expectations. 
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