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Astra Industrial Group (Astra) 

Mispricing opportunity with 10% FCF yield & 13x PE 
▪ A combination of healthy topline growth, 40% gross mgn, 10% FCF yield, large cash pile, 

and exposure to defensive Pharma sector makes Astra a compelling investment case. 

▪ Further room for improvement in operating rates & efficiencies, an announcement of 

expansion plans/M&As, and special dividends are additional triggers. 

▪ The stock is currently trading at ~13x 23e EPS, a significant discount to the market. We 

initiate Astra with a SAR65/sh. TP (implied ~16.6x P/E) and OW rating. 

Promising numbers:  Led by its key segments, Pharma (~45% rev mix, 59% gross margins,’21) 

and Chemicals (45% rev, 31% GM), Astra’s revenues grew ~12% CAGR in 2019-21. Pharma’s 

growth was driven by the expansion of its distribution channels and improving op. rates of its 

generic manufacturing plants. Pharma is well diversified (320+ units) with no product 

contributing to more than 10% of revenues. Supported by regulations favoring local players and 

improvement in op. rates, volumes may continue to rise. Margins may decline due to pricing 

regulations but offset by mix and a strong dollar as APIs are imported. The chemical segment, 

with a diverse set of clients, is one of its growth areas given possible capex deployments.   

Conservative approach by management:  After an unstable performance in the past, the 

company has undergone a strategic transformation and streamlined ops, thereby improving 

opex significantly. The company manages its international ventures by exiting subsidiaries that 

are unable to operate independently without cash support from the KSA parent. Recently, the 

company disposed of its loss-making Iraqi subsidiary and recorded a ~SAR170mn gain in 2Q22. 

The company has a conservative stance in provisioning and has hedged its exposure to 

hyperinflationary currencies by taking liability positions in local currencies. With these 

developments, the company no longer deserves a valuation discount as seen in the past.  

Risks: Exposure to unstable markets, hyperinflationary currencies, margin contraction of 

pharma segment, prolonged working capital cycle, higher than expected provisioning, volatile 

profits of steel segment, unprofitable sale of underperforming assets, lack of growth 

opportunities in chemicals are key risks to our investment view. 

Figure 1: Key financial metrics 

SARmn 2020a 2021a 2022e 2023e 

Revenue 2,048  2,348  2,531  2,733  

Revenue growth 10% 15% 8% 8% 

Gross Profit 803  911  1,019  1,075  

Gross Profit margin 39% 39% 40% 39% 

EBITDA 234  314  440  479  

Op. income 212  333  407  428  

Net profit 121  191  504  354  

Net profit margin 6% 8% 20% 13% 

EPS (SAR) 1.6  2.5  5.8  3.9  

P/E 30.7x 20.1x 8.6x 12.8x 
Source: Company data, GIB Capital       

Stock data  

TASI ticker 1212.SE 
Mcap (SARmn) 4,000 
Trd. Val (3m) (SARmn) 17.4 
Free float 42.6% 
QFI holding 18.2% 
TASI FF weight 0.1% 
Source: Bloomberg  

Share price performance vs TASI 
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Investment case  
Astra Industrial Group is one of the leading players in the Pharmaceuticals and Chemicals space 

in KSA. The company's subsidiary, Tabuk Pharmaceuticals, has a strong brand name in generics 

and, as per IQVIA, holds the second largest market share in the Kingdom after Saudi 

Pharmaceutical Industries & Medical Appliances Corporation (SPIMACO), which relies more on 

licensed manufacturing. At the moment, Tabuk is mainly into generic pharmaceuticals. While 

there is regulatory support by emphasising more on local production, the regulator also 

regulates the pricing for pharmaceuticals in KSA to lower medical bills for the end consumer.  

Tabuk focuses on higher volumes by expanding its product pipeline and distribution to more 

hospitals, drug stores, etc., allowing the company to generate robust revenue growth despite 

the pricing regulation. The company also aims to increase average pricing by manufacturing 

higher-value products. The company has pharmaceutical operations in Sudan and Algeria, 

whose production is sold only domestically and not exported. Given the self-sufficiency and 

macro challenges, the management plans to only dispose of them if they turn non-profitable or 

require funding from KSA HQ. 

 

Tabuk has a strong brand presence and quality with a wide customer base. Tabuk also has a 

deal with Moderna to import and locally distribute the COVID-19 vaccine in KSA. These 

associations highlight the company's strong standing in the KSA pharma market. The pharma 

business commands a healthy gross margin of about 59% (2021).  

 

The company's chemicals business is undertaken by two subsidiaries – Astrachem and Astra 

Polymers. The company expects the segment’s sales to grow on the back of new 

products/projects launched. The customer base includes local giants (including SABIC) and large 

international chemical names. The gross margin in the business is stable and strong at over 30% 

level. The company believes its cost-efficient and unique know-how prevents it from takeover 

by larger clients. 

  

Astra also has a smaller presence in metals, mining & others which were largely loss-making 

and volatile. In August 2022, the company exited the Iraqi operations (Alanmaa Company) and 

realized a gain of SAR170mn. Post the exit of the loss-making subsidiary, the group profits are 

likely to get a boost. We believe the cash surplus from the sale is likely to be used for future 

expansions or special dividends as appropriate. 

 

Figure 2: Key performance indicators for Astra 

KPIs 2020a 2021a 2022e 2023e 2024e 2025e 

Pharma sales growth 15.2% -7.0% 10.9% 5.5% 3.7% 4.3% 

Sp. Chem sales growth 15.6% 21.8% 16.2% 12.0% 10.0% 10.0% 

Pharmaceuticals gross margin 52.5% 59.1% 57.8% 56.3% 55.3% 54.3% 

Specialty chemicals gross margin 32.9% 31.2% 32.2% 32.0% 32.0% 32.0% 

Net margin 5.9% 8.1% 19.9% 12.9% 13.3% 13.5% 

FCF (SAR mn) 190 294 427 380 414 453 

FCF yield 5.6% 8.8% 10.8% 9.5% 10.2% 11.2% 
Source: Company, GIB Capital 
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Assumptions, valuation, and risks 

Revenue:  

The Government regulates pharma pricing to keep a check on the medical bills of consumers 

and thus we have assumed a 3% y/y decline in the average pricing. As per our understanding, 

the pharma segment has a mix of 30 Govt: 70 Private in terms of revenue. The company plans 

to mitigate the effect of pricing control by increased capacity utilization, higher value mix and 

improved distribution networks – i.e., more hospitals, pharmacy chains, and standalone pharma 

stores. We anticipate increasing capacity utilization (which we estimate at around 75% at the 

group level) for the pharmaceutical manufacturing facilities till there is almost complete 

utilization by 2025. A stronger dollar also helps given that most of the APIs are imported. 

Pharma sales for the company are expected to benefit from the Government's prioritization of 

local manufacturing, favorable demographic changes, new distribution channels such as e-

commerce, and its strong brand image. 

 

In 2021-25, we expect revenue to witness a CAGR of 7.1%, which includes a moderate 

improvement in pharmaceuticals revenue (CAGR: +4.5%) and high growth in specialty chemicals 

revenue (CAGR: +10.7%). The company's metal segment is a smaller business and with the 

recent sale of the Iraqi business, the management expects profitability in the segment to 

improve. The management has adopted a conservative approach in the case of receivables and 

hence factors a high level of ECL (Expected Credit Losses). 

 

Costs/margins: The raw material cost is the highest cost component for the company. It 

contributed to 64% of the total cost in 2021. The chemical segment operates on cost plus model 

so our focus for costs of materials is on the pharma segment. The rise in commodity costs due 

to supply issues recently had led to an increase in the cost of raw materials. Active 

pharmaceutical ingredients (APIs) are the key input and with it being imported from multiple 

markets, the company has been able to diversify suppliers and manage its costs. A stronger 

dollar is also expected to help in lowering costs.  While the company expects the broader level 

pharma profit margins to remain stable, we factor in a decline because of the regulated nature 

of pricing. With regards to the operating expenses, the company has managed to optimize costs 

materially as shown below.  

Figure 3: Declining gross margins but improving net margins 

 

 

Source: Company data, GIB Capital  

 

Capex: In the pharma segment, Tabuk has spare capacity in its current facilities, and the 

company aims to increase the utilization rate in the long term and hence we do not expect to 

see any material capex additions for this segment. However, Tabuk plans to expand 
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manufacturing capabilities in Egypt. With regards to the chemicals segment, we expect to see 

some expansions - not material given the cautious approach by the management. Astra also 

plans to improve its utilization rate in the specialty chemicals segment in all facilities. We factor 

capex of SAR86mn for 2022 and SAR93mn for 2023, implying 3.4% of sales. 

 

Figure 4: Capex trend  

 

 Figure 5: Cost of revenue 2021 components 

 

Source: Company data, GIB Capital  Source: Company data 
 

Valuations: Given that bulk of the revenues come from the pharma segment, the company is 

defensive and should justify a low beta – however, there are offsetting elements such as 

exposure to high-risk markets which could increase the beta. However, they do not contribute 

much to EBITDA and hence weighted average beta is likely to be still low. Despite this, we have 

a cost of equity of 11% for the whole business for our DCF valuations.  

For PE we use a 16x multiple on SAR3.9 EPS (2023) and arrive at a PE-based target of 

SAR67/share. As for DCF, based on a terminal growth of 2% and a WACC of 10.8% with a target 

capital structure of 10% Debt to Asset, we derive a SAR64/share as the DCF-based target price. 

We use an average of PE and DCF-based valuation methods which gives us a combined target 

price of SAR65/share and given the upside, we initiate the company with an Overweight rating. 

Lack of analyst coverage, exposure to volatile sectors, and operations across multiple markets 

are some of the reasons the stock has traded at a discount in the past. However, the 

transformation and exposure to a defensive sector and high-growth chemicals sector should 

mitigate these concerns in our view. 

Risks: Exposure to multiple geographies, hyperinflationary currencies, margin contraction of 

the pharma segment, prolonged working capital cycle, significant provisioning, volatile profits 

of steel segment, unprofitable sale of underperforming assets, and lack of growth opportunities 

in chemicals are key risks.  
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Figure 6: DCF Valuations 

DCF model (SARmn) 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 

EBIT, adjusted for impairments 463 487 520 553 569 589 601 628 645 

tax -27 -35 -38 -41 -43 -45 -46 -48 -50 

Change in WC -9 -69 -94 -77 -112 -94 -98 -89 -91 

Dep & Amort 91 91 91 90 89 88 88 86 85 

Capex -86 -93 -73 -78 -81 -84 -70 -72 -74 

FCF 432 380 406 446 421 454 475 505 516 

Terminal Value  0 0 0 0 0 0 0 5,978 

          

Enterprise value of explicit period 2,284         

PV of Terminal Value 2,632         

Total Enterprise Value 4,915                 

(-) Debt, incl. lease liabilities -350         

(-) Pension/liabilities -133         

(+) Cash 416   PE  16.0x    

(+) Associate 0   2023 EPS (SAR) 3.9    

(-) Minority -91   PE based TP 67    
Equity value 4,756                 

Number of shares 80         

Equity value per share 59         

DCF based TP (1 year from today) 64         

          

Cost of Equity 11.0%         

Cost of debt 9.0%         

Target D/A 10%         

WACC 10.8%         
Source: GIB Capital          
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Company Profile 

Astra Industrial Group and its subsidiaries are primarily involved in producing and distributing 

pharmaceuticals and chemicals such as fertilizers, pesticides, plastic additives, etc. Other 

businesses of the group include steel and mining. 

 

Tabuk Pharmaceuticals: This is a wholly owned subsidiary that manufactures generic and 

licensed drugs. Generic drugs are those medicines that are biologically and chemically identical 

to medicines with expired patents. Licensed drugs are manufactured under a valid license from 

the patent or registered trademark owner. The company is the second largest local 

pharmaceutical company and has a strong brand presence in KSA and MENA region (including 

UAE, Oman, Lebanon, Kuwait, Qatar, Egypt, and Sudan). It produces medical formulations in 

solid, semi-solid, and liquid forms. Tabuk has two factories in KSA, one in Sudan, one in Algeria, 

and one in Egypt. The company has its R&D center in Jordan. 

 

Figure 7: Pharmaceuticals manufacturing units annual production capacity (except Egypt) 

Factory Annual production capacity (units) 

Tabuk (KSA) 1.6 billion 

Dammam (KSA) 50 million 

Sudan 150 million 

Algeria 260 million 

Source: Company data 

 

Astra Polymers Compounding Company (Astra Polymers): A wholly owned subsidiary that 

produces polymer compounds, colors, and other additives that improve the properties of plastic 

products. The company also manufactures composite thermoplastics and serves the Middle 

East market. It has over 50% market share in KSA and UAE. Astra Polymers has two factories in 

KSA (Dammam and Yanbu), one in UAE, one in Turkey, and one in India. 

 

Astra Industrial Complex for Fertilizers and Agrochemicals (ASTRACHEM): The company 

manufactures and sells agrochemicals and chemical fertilizers in KSA and MENA. The wholly 

owned subsidiary has one factory in KSA (Dammam) and one in Turkey. The company is also 

involved in the distribution of vegetables and potato seeds. 

 

International Building Systems Factory (IBSF): The company is involved in designing, 

manufacturing, and constructing steel buildings and industrial structures. The wholly owned 

subsidiary caters to the domestic and GCC markets and has three steel plants in Riyadh and one 

in Jubail. It also has engineering centers in KSA and Jordan. The company has a production 

capacity of 30bn tons per annum. 

 

Astra Mining: The group has a majority stake of 77.3% in this subsidiary, with the remaining 

22.7% being with Tharawat Mining Company. The company is involved in exploring minerals 

and ores in KSA and has established factories to process them. Astra Mining started commercial 

operations in 2017 through a factory in the Al-Kharj industrial zone to produce hydrated lime 

and quick lime. The company's annual production capacity is expected to be 66,000 tons of 

hydrated lime and 99,000 tons of quick lime.  
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Figure 8: Group Structure 

 

 
Source: Company presentation 

 

Figure 9: Segmental revenue split 1H22 

 

 Figure 10: Geographical revenue split 1H22 

 
Source: Company data  Source: Company data 
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Ownership  

The Arab Supply Trading Company majorly owns Astra Industrial Group. Arab Supply Trading 

Company (ASTRA) is a diversified conglomerate that operates in various sectors, including 

agriculture, trading, healthcare, manufacturing, contracting, services, telecom, financial 

services, tourism, and real estate. Foreign holdings of the company is 18.2% currently. 

Figure 11: Current ownership 

 

 

Source: Bloomberg  

   

Sector overview 

Overall the healthcare expenditure of the Kingdom has been increasing, driven by a growing 

and aging population, and high incidences of health ailments such as obesity, diabetes, cancer, 

and cardiovascular diseases. Both Government and private healthcare services have expanded 

their capacities to meet the demand increase. The capacity enhancement includes additional 

hospitals, beds, pharmacies, and healthcare professionals. Furthermore, the government has 

mandated health insurance in the country for Saudi nationals, expatriates, and their 

dependents. Private sector participation has been steadily increasing in line with Govt. the 

agenda to reduce its burden on expenditure.  

 

The COVID-19 pandemic further pushed demand for health services worldwide. In KSA, the 

healthcare systems also responded efficiently to the crisis. The country managed to combat it 

through the availability of vaccines and other related medical equipment and services. In the 

aftermath of the pandemic, there is a realization in the entire MENA region to achieve self-

sufficiency in the pharmaceutical sector. The Kingdom's pharma supply chain had remained 

skewed towards imports from Western Europe and the US. Under Vision 2030, the Government 

is committed to encouraging local pharmaceutical production. The National Industrial 

Development and Logistics Program (NIDLP) aims to develop industrial clusters for medical 

supplies and pharma product manufacturing. The program would leverage the local content 

policies to achieve pharmaceutical and medical security for the Kingdom. By 2030, the objective 

is to cover 40% demand for pharmaceuticals and 15% demand for medical supplies in the 

country locally. The program also focuses on increasing the value and complexity of the 

products manufactured in the Kingdom. 

A wide range of incentives is being offered in the Kingdom for domestic pharmaceutical 

manufacturing. Multinational pharma companies setting up local manufacturing can repatriate 

profits without restriction. Locally manufactured products receive preferential treatment in 

Government procurement. Regarding tax benefits, domestic producers enjoy deferred income 

taxes for up to 10 years and exemption from customs duties on spare parts, equipment, 

47.2%
44.8%

8.1%

Arab Supply & Trading Co. Public Al-Otaibi Mohamed Najr
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machinery, and raw materials. Additional financial perks include low water and electricity rates, 

price premium, decreased cost of production, free loans and land, and better market reach in 

the kingdom. Moreover, only Saudi distributors are allowed to sell imported products.  

 

Saudi Food and Drug Authority (SFDA): The Kingdom’s drug regulator, SFDA, oversees the 

industry’s pricing, supply chain, local manufacturing, and investments. It has introduced an 

abridged registration and verification system that encourages domestic pharmaceutical 

manufacturing. SFDA allows for priority review of locally produced drugs. The regulator aims to 

complete the registration of generics and local drugs within 12 months compared to the 

registration of imports, which takes 14 to 18 months. 

 

National Unified Procurement Company (NUPCO): The government's drug procurement 

agency wholesale buys medicines and equipment for public healthcare services. It has designed 

a scoring system to rate multinational companies based on fixed localization criteria. The agency 

evaluates seven parameters to increase the number of tender wins. With the help of NUPCO, 

the Govt. tries to aggregate the procurement under one umbrella and lower its expenses. 

 

Figure 12: Medicinal and pharma imports (SARbn) 

 

 Figure 13: Chemicals or allied industries’ products exports (SARbn) 

 
Source: CEIC, GIB Capital  Source: GASTAT, GIB Capital 
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Financial analysis in charts 

Figure 14: Annual revenues (SARmn) 

 

 Figure 15: Annual gross and net margin 

 
Source: Company data, GIB Capital  Source: Company data, GIB Capital 

Figure 16: Improving FCF and net income (SARmn) 

 

 Figure 17: Inventory, receivables, and payable days 

 

Source: Company data, GIB Capital  Source: Company data, GIB Capital 

Figure 18: Return on assets 

 

 Figure 19: Return on equity  

 
Source: Company data, GIB Capital  Source: Company data, GIB Capital 
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Financials  

Figure 20: Summarized basic financial statements (SARmn) 

Income statement  2020a 2021a 2022e 2023e 

Revenue 2,048  2,348  2,531  2,733  

revenue y/y 10% 15% 8% 8% 

COGS 1,245  1,437  1,512  1,658  

Gross Profit 803  911  1,019  1,075  

Gross Profit margin 39% 39% 40% 39% 

Sales & Marketing 345  335  377  396  

G&A 168  194  187  202  

Operating profit 212  333  407  428  

Operating margin 10% 14% 16% 16% 

Finance costs 48  52  54  35  

Net income 121  191  504  354  

Net margin 6% 8% 20% 13% 

y/y 769% 58% 165% -30% 

EPS 1.6  2.5  5.8  3.9  

DPS 0.0  0.8  1.5  1.9  

Payout 0% 30% 26% 49% 

EBITDA 234  314  440  479  

Net debt 700  512  37  (191) 

     
Balance Sheet 2020a 2021a 2022e 2023e 

Inventories 744 755 704 727 

Trade Receivables 757 767 832 824 

Prepayments and Other Current Assets 113 127 137 148 

Cash and Equivalents 54 46 313 541 

Total Current Assets 1,671 1,698 1,989 2,241 

Intangible Assets 32 36 36 36 

Property, Plant & Equipment 1,189 1,148 1,143 1,145 

Total Non-Current Assets 1,230 1,190 1,185 1,187 

Total Assets 2,901 2,888 3,174 3,428 

Current Liabilities 1,319 1,210 1,093 1,107 

Non-current Liabilities 195 174 153 153 

Equity 1,387 1,504 1,927 2,168 

Total Equity and Liabilities 2,901 2,888 3,174 3,428 

BVPS 17.3 18.8 24.1 27.1 

     
Cashflow 2020a 2021a 2022e 2023e 

Cashflow from Operations 282 378 697 468 

Cashflow from Investing -66 -80 -86 -93 

Cashflow from Financing -212 -308 -343 -148 

Total Cashflows 4 -10 267 227 
Source: Company, GIB Capital         

 
 

 

 



Equity Research Report  
ASTRA AB Equity 
20 Sept 2022 

12 
 

 

Figure 21: Key ratios 
Key ratios 2020a 2021a 2022e 2023e 

Profitability ratios     

RoA 4% 7% 16% 10% 
RoE 9% 13% 26% 16% 
Sales/Assets 71% 81% 80% 80% 
Net margin 5.9% 8.1% 19.9% 12.9% 

     
Liquidity ratios     
Current Assets/ Current Liabilities 1.3 1.4 1.8 2.0 
Debt to Total Equity 54% 37% 18% 16% 
Receivable Days 135 119 120 110 
Inventory Days 218 192 170 160 
Payable days 66 53 60 50 

     
Debt ratios     
Net Debt/EBITDA 3.0 1.6 0.1 -0.4 
Debt/Assets 0.3 0.2 0.1 0.1 

     
Valuation ratios     
P/E 30.7 20.1 8.6 12.8 
P/B 2.9 2.7 2.1 1.8 
EV/EBITDA 17.8 13.3 9.5 8.7 
FCF yield 5.6% 8.8% 10.8% 9.5% 
Div. Yield 0.0% 1.5% 3.0% 3.9% 
Source: Company, GIB Capital     
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Disclaimer 
This research report has been prepared by GIB Capital, Riyadh, Saudi Arabia. It has been prepared for the general use 

of GIB Capital’s clients and may not be altered, redistributed, retransmitted or disclosed, in whole or in part, or in any 

form or manner, without the express written consent of GIB 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 GIB Capital. The information 

contained was obtained from various public sources believed to be reliable, but we do not guarantee its accuracy. GIB 

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

GIB 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. GIB Capital or its officers (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. GIB Capital 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. GIB Capital 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. Where the report contains or refers to a recommendation about a specific security or securities 

service, please note that it may not be suitable for all recipients. 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. The subjectivity in future expectations is complex and 

may miss actual or reported numbers. 

This research document and any recommendations contained are subject to change without prior notice. GIB Capital 

assumes no responsibility to update the information in this research document. 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 GIB Capital to any registration or licensing requirement within such jurisdiction 

The principal activities of GIB Capital are Dealing, Custody, Managing, Arranging and Advising pursuant to the Capital 

Market Authority (“CMA”) License No. 07078-37. 

We use a rating system based on potential upside, 1 year from today, based on our valuation models. For “Overweight” 

ratings, the estimated upside is >10%, for “Underweight”, the estimated downside is <10%. For returns in between +/-

10%, we have a Neutral rating. 

Contact us for queries: 

Pritish Devassy, CFA, CPA 

Sell Side Research Department, 

GIB Capital,  

B1, Granada Business & Residential Park,  

Eastern Ring Road, PO Box 89589, Riyadh 11692 

Pritish.devassy@gibcapital.com | www.gibcapital.com 
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