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Revenue stood flat YoY in 2Q FY23-24, largely in line with U Capital’s estimate
Ataa Educational’s revenue stood nearly flat YoY at SAR 166.5mn in 2Q FY24 (ended Jan’24) vs. SAR 166.8mn in 2Q FY23 (ended Jan’23) amid a

stable capacity, coming largely in line with our estimate. The company registered a decline in its recruitment and training segment’s income, which
in our opinion, led to a flattish revenue.

Efficient cost management boosts operating profit. Net profit also jumps, matching our estimate

Despite revenue remaining unchanged, operating profit surged around 34% YoY to SAR 25.2mn driven by efficient cost management, with operating
expenses decreasing 2.5% YoY. This eventually helped net income to climb 20% YoY in 2Q FY24, matching our expectations. The company acquired
minority interests in Al-Yasmine, Al-Alson, and Jel AIMajd during the quarter, which supported net income growth by offsetting a 27% YoY rise in
finance costs due to higher SIBOR rates, and an increase in borrowings to fund minority interest acquisition and purchase of a land plot.

Maintain target price

We maintain our SAR 87.00 target price on Ataa Education with largely in-line revenue and bottom-line growth in the previous quarter.

Valuation

At the current market price, the stock is trading at 39.3x P/E and 21.2x EV/EBITDA, based on our FY’24 estimates, above its 3-year blended daily
average forward P/E of 29.5x, and 3-year daily forward EV/EBITDA of 19.2x.

Income Statement

(SAR mn] 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 2QFY24e YoY (%) QoQ (%) Var (%)1FY23-241FY23-24 YoY (%)
Sales/Revenue 166.8 1599 178.4 1705 166.5 174.2 -0.2%  -2.3%  -4.4% 344.6 337.0 -2.2%
Gross Profit (Loss) 36.5 36.1 72.7 55.4 39.5 44.4 8.2% -28.7% -11.0% 86.5 94.9 9.8%
Operating Profit (Loss) 18.8 20.7 37.7 33.0 25.2 205  34.2% -23.6%  23.2% 48.4 58.2 20.3%
Net Profit (Loss) after Zakat and tax 9.6 10.7 26.4 22.1 11.5 115  20.0% -48.0% -0.8% 30.6 33.5 9.5%
Balance Sheet
(SAR mn) 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 2QFY24e YoY (%) QoQ (%) Var (%)
Shareholders’ Equity 810.2 8589 8249 808.8 7740  820.4 45%  -43%  -57%
Key Ratios
2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 2QFY24e
Gross Profit Margin 21.9% 22.6% 40.8% 32.5% 23.7% 25.5%
Operating Profit Margin 11.3% 12.9% 21.1% 193% 151% 11.7%
Net Profit Margin 5.7% 6.7% 14.8% 12.9% 6.9% 6.6%
Return on Equity (RoE) 4.7% 50% 12.8% 10.9% 5.9% 5.6%
Annualized EPS (SAR) 0.91 1.02 2.51 2.10 1.09 1.10
BVPS (SAR) 18.39  19.49
TTM P/E (x) 48.8
Current P/BV (x) 45
Source: Fil ials, Tadawul Di: , U Capital Research

For our earlier report on the sector, please click here.
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Recommendation
BUY Greater than 20%
ACCUMULATE Between +10% and +20%
HOLD Between +10% and -10%
REDUCE Between -10% and -20%
SELL Lower than -20%
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Disclaimer: This report has been prepared by Ubhar Capital (U Capital) Research and is provided for information purposes only. Under no
circumstances is it to be used or considered as an offer to sell or solicitation of any offer to buy. While all reasonable care has been taken to ensure that
the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness
and it should not be relied upon as such. The company accepts no responsibility whatsoever for any direct or indirect consequential loss arising from
any use of this report or its contents. All opinions and estimates included in this document constitute U Capital Research team’s judgment as at the
date of production of this report and are subject to change without notice. This report may not be reproduced, distributed, or published by any recipient
for any other purpose.
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