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In a nutshell, Saudi Telecoms withessed weak
performance in 2017. 2018 is likely to remain
challenging as well unless data prices increase.
Earnings growth otherwise is likely to mainly come
from lower interest expense and depreciation, for the
smaller players.

What do we think?

Stock Rating Price Target
STC Neutral SAR78.5
Mobily Neutral SAR13.4
Zain Neutral SAR7.3

Saudi Arabian Telecom Sector
Exceptionally soft Q4. Uptick in data
prices is key.

Q4 was a bit more challenging than usual for the telecom sector in Saudi
Arabia. On the ground, we had witnessed significant promotions resulting in
weak top-line. It was noticeable in SAMA’s monthly statistics as well, with a
sharp drop in Telecom PoS data on a y-o-y basis. However, in Q1 so far, we
have not seen as many special promotional offers as we saw in Q4 17. Average
data prices have also increased starting January. On the other hand, decline in
number of subscribers may continue as expat population continues to decline
and consumers are likely to be more cautious in their spending. Increase in
data prices and revenues will be the main driver (and a must) for recovery of
the sector as benefit from cost savings could be limited. If data prices do not
improve, bottomline improvement is likely to come mainly from lower
financing expenses, as companies deleverage and lower depreciation expenses,
as capex declines. Given the sensitivity to an increase in data prices in the
Kingdom we believe hikes could be gradual and more indirect unless the
regulator intervenes. STC beat our estimates in the last two quarters while
Mobily has showed resilience in its top-line performance in the last few
quarters and Zain KSA reported weak Q4 numbers. See left pane for new TPs
and ratings.

A challenging year ahead: Towards the end of the last year, we saw heightened
promotional activity by all the three telecom companies. While competition has
moderated a bit, in general, all telecom operators expect a challenging year
ahead with more VoIP based calling, impact from general lower consumer
spending, and implementation of consumer protection rights etc. As per GOSI,
the number of expat employees have declined by ~400k in a year. The impact of
an expat moving out is unlikely to be offset by a Saudi national (~10k increase in
1year) getting employed in the case of the telecom sector because irrespective of
employment, Saudi nationals most likely already have an active mobile
connection. Q1 and Q2 numbers could see a bit more stability in expat telecom
subscribers given that schools close by mid-year.

Pricing: An increase in pricing is one of the only triggers that can change the
sector’s outlook. However, given the sensitivity of an increase in the Kingdom,
companies would need to boost prices indirectly by providing higher value based
services or through newer bundles/packages etc. For example, Zain KSA was
able to increase its ARPU significantly in 2017 by providing value-based offers to
help migrate customers from prepaid to post-paid. It thus witnessed more than a
100% growth in post-paid revenues in 2017, which was instrumental in driving
up EBITDA by 40%.

Cost savings/ Margins: 2017 saw improvement in margins due to a) increasing
contribution from data and b) focus on cost optimization. Cost savings areas
have included G&A and S&M expenses. However as mentioned by the
companies in their analyst conf. calls, as major cost reduction has already likely
taken place, there could be lower potential for further cost cutting. The
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companies are also witnessing a decline in high margin international calls (~10% of topline).
As consumers are getting more and more acquainted with unencrypted VoIP services (which
continue to substitute network international calls), we could expect international segment to
continue witness erosion in revenues. Moreover, we believe the MTR cuts, which have been
in place from Jan 1 (or even if they become nil) are unlikely to cause any material change in
the numbers. MTRs, which generally are glided downwards to help the smaller players gain
market share, came late into existence when the structure of calling had already become more
on-net based.

Capex: We believe Zain and Mobily are likely to keep capex at around 15-18% of revenue
while their main priorities will be lowering debt. STC on the other hand will look to continue
investing at its past rate of capex, at around SAR8.7bn/year, substantially more than its
peers and gaining further network advantage. All the three companies have bought spectrum
to boost capacity which will increase amortization costs slightly. As we have said in the past, a
tower sale depends on the pricing and we do not yet see a lucrative pricing for a sale to take
place yet. In the long term, given that Mobily and Zain are trying to deleverage, these two
companies may be unable to compete with STC on the onset of a new technological adoption
etc. and hence may get preferential regulatory treatment in the future.

Key drivers of net profit: Assuming no increase in data prices, operating metrics are mostly
likely to remain the same and improvement in net profit will be mainly led by reduction in
interest expenses as companies de-lever and reduction in depreciation as capex normalizes.
For example, for Mobily, the depreciation in 2017 was around SAR3.2bn while capex was
lower at SAR2.1bn, not fully offsetting depreciation. Thus going forward we could see
depreciation lower driving up profits.

Company updates:

STC: We find it interesting that STC has been able to increase its EBITDA consistently in the
recent few quarters despite a challenging macro, especially considering performance of its
peers (beating our and consensus estimates). When we correlate the recent growth achieved
with the trend in accounts receivables, we see that both have moved inline, implying that this
growth could be related to an increase in allowance for Govt. employees or an increase in
enterprise segment revenues — either way STC appears to be the only beneficiary. One of the
other reasons for the recent stock rally has been the steady improvement in EBITDA margin.
The company has been able to sustain gross margin at ~60% in the past two quarters.

STC also acquired exclusive rights to broadcast Saudi professional soccer matches over 10
years for a SAR6.6bn deal. While details are not available on the financials, we believe it
would be reasonable to expect higher return than was being generated previously by
investing in marketable securities (we still value it as cash till we get more details).

The company is also actively looking to invest its cash to generate higher return. While it will
not affect dividends, these investments could be in start-ups which may not generate cash
flows yet and may not benefit our valuations immediately or the near term.

Disclosures Please refer to the important disclosures at the back of this report. 2
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Figure 1 STC Q4 results

Q4 Q3 Q4

(SAR bn) 2016 2017 2017

Y-0-Y Q-0-Q ARC est Comments

Revenue declined sequentially on impact of
Revenue 13,011 12,835 12,494 -4.0% -2.7% 12,874 VoIP, declining subscriber base in the
Kingdom and intense competition

Gross profit margin improved on cost

Gross profit 7,023.0 7,650 7,588 8.0% -0.8% 7,660 T
optimization

Gross margin 54.0% 59.6% 60.7% 59.5%

Improved gross profit margin led to higher

Operating profit 1,829 2,954 2,942 60.9% -0.4% 2,571 . . :
operating profit margin as well

Operating margin 14.1% 23.0% 23.5% 20.0%

Net profit 2083 2621 2649 27.2% 11% 23526 NetProfitgrewsequentialydue tolower
other expenses during the quarter

Net margin 16.0% 20.4% 21.2% 18.3%

Source: Company data, Al Rajhi Capital

Valuation: As for valuation metrics, we use a mix of DCF (FCF) and relative valuation (7x
EV/EBITDA inline with global avg., revised upwards from 6.5x, historical average). Given
stable capital structure and stability in financial performance along with modest growth
rates, both valuation methods yield similar valuation estimates. For FCF, we use risk free rate
of 3.4% (10 year US Govt. bond yield of 2.8% and 0.6% KSA default spread). Our cost of
equity is 11.05% and WACC is 10.56%. Our target price is SAR78.5/sh, average of DCF
(SAR74.2/sh) and relative valuation methods (SAR82.7/sh).

Upside risks: Inclusion in MSCI EM Index, uptick in data prices, increase in Govt. mobile
allowances, gaining more projects in ICT/corporate segment, reduction in cost of early
retirement expenses, higher than expected benefit from its new investments, meaningful
contribution from FTTH and broadcasting rights of soccer matches, higher than expected
dividends.

Downside risks: Unfavourable regulations, inability to maintain market share, further
price war, inability or long delay to collect its Govt. receivables.

Disclosures Please refer to the important disclosures at the back of this report. 3
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STC:
Income statement (SARmn) 12/16A 12/27A 12/18E 12/19E 12/20E
Revenue 53,678 51,362 51,485 52,000 52,520
Cost of services -24,991 -21,807 -22,138 -22,360 -22,583
Gross profit 28,688 29,555 29,346 29,640 29,936
SG&A -10,659 -10,244 -9,937 -10,036 -10,136
EBITDA 18,029 19,311 19,410 19,604 19,800
D&A -8,078 -8,207 -8,325 -8,338 -8,522
Operating profit 9,951 11,104 11,085 11,266 11,278
Finance cost -379 -354 -235 -213 -213
Other expenses (net) 305 382 993 1,408 1,609
Profit before tax 9,877 11,132 11,843 12,460 12,673
Tax 751 721 -758 797 811
Minority interest -226 -237 -225 -239 -254
Net profit 8,900 10,174 10,860 11,424 11,608
12/16A 12/17A 12/18E 12/19E 12/20E
Adjusted Shares Out (mn) 2,000 2,000 2,000 2,000 2,000
CFPS (SAR) 8.80 9.61 9.94 10.19 10.35
EPS (SAR) 4.65 5.39 567 5.90 5.96
DPS (SAR) 4.00 4.00 4.25 4.50 4.50
Growth 12/16A 12/17A 12/18E 12/19E 12/20E
Revenue Growth 6.0% -4.3% 0.2% 1.0% 1.0%
EBITDA Growth -6.6% 7.1% 0.5% 1.0% 1.0%
Operating Profit Growth -16.1% 11.6% -0.2% 1.6% 0.1%
Net Profit Growth 0.5% 15.8% 5.3% 4.1% 0.9%
EPS Growth 0.5% 15.8% 5.3% 4.1% 0.9%
Margins 12/16A 12/17A 12/18E 12/19E 12/20E
EBITDA margin 33.6% 37.6% 37.7% 37.7% 37.7%
Operating Margin 18.5% 21.6% 21.5% 21.7% 21.5%
Pretax profit margin 19.1% 22.8% 23.9% 24.7% 24.7%
Net profit margin 17.3% 21.0% 22.0% 22.7% 22.7%
Other Ratios 12/16A 12/17A 12/18E 12/19E 12/20E
ROCE 14.3% 15.6% 15.4% 15.1% 14.6%
ROIC 27.2% 30.1% 29.5% 29.5% 28.6%
ROE 15.4% 17.6% 17.9% 17.9% 17.4%
Effective Tax Rate 7.3% 6.1% 6.2% 6.2% 6.2%
Capex/Sales 14.2% 13.2% 17.0% 16.0% 15.8%
Dividend Payout Ratio 86.0% 74.3% 75.0% 76.2% 75.5%
Valuation Measures 12/16A 12/17A 12/18E 12/19E 12/20E
P/E () 16.4 14.2 135 129 12.8
P/CF (x) 8.7 7.9 7.7 75 7.4
P/B (x) 25 25 24 2.3 2.2
EV/Sales (X) 25 2.6 25 25 2.4
EV/EBITDA (x) 7.4 6.9 6.8 6.6 6.4
EVI/EBIT (X) 134 12.0 11.8 115 11.3
EV/IC () 3.9 3.8 37 35 34
Dividend Yield 5.2% 5.2% 5.6% 5.9% 5.9%

Source: Company data, Al Rajhi Capital

Disclosures Please refer to the important disclosures at the back of this report. 4
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Mobily: Mobily has witnessed some stability in its customer base, which is positive. Not only
in customer base, the company has seen relatively stable revenues and EBITDA margins in
the past 4 quarters. Given this stability, we now revise our top-line growth for 2018 upwards
slightly (from 1% decline in top-line previously) and with most other assumptions remaining
unchanged, we slightly increase our TP to SAR13.4/share.

We believe there are some investors finding value in Mobily given that it is trading at book
value of 0.77x, which could be one of the reasons why the stock rallied from SAR13 to SAR16,
till before the announcement of results. However, if we are to eliminate the goodwill of
SAR1.46bn in its Balance sheet (non-existent in other two companies) and factor in recurring
losses of around SAR180omn (quarterly) to continue, within a year at the same share price,
the Price to adjusted Book would become 0.91x.

Figure 2 Mobily Q4 results

Q4 Q3 Q4
(SARmn) 2016 2017 2017 y-o-y g-0-q Ourest. Comments
Revenue grew despite challenges, supported by stabalization
Revenue 2,908 2806 2827 -2.8% 0.7% 2,777 of customer base
Margins were likely under pressure on lower international calls
Gross Profit 1671 1672 1560 -6.7% -6.7% 1,650 and aggressive promotions
Gross margin (%) 57.5% 59.6% 55.2% 59.4%
EBITDA margin improved sequentially on cost saving
EBITDA 954 896 907 -49% 12% 886 initiatives
EBITDA margin (%) 32.8% 31.9% 32.1% 31.9%
Interest exp (162) (159) (163) 0.6% 2.6%  (158)
Net profit was below estimate on lower than expected gross
Net profit (65) (174) (182) nm nm (163) margin
Capex (1,080) (426) (658) -39.1% 54.3% (472)
Zakat (18) (15) (15) -13.9% -0.6%  (16)

Source: Company data, Al Rajhi Capital

Valuation: Though key financials could be relatively easy to forecast, valuation is extremely
sensitive to WACC estimates which depends on capital structure in the future years as we use
dynamic weights for debt and equity. As for valuation metrics, we use a mix of DCF (FCF)
and relative valuation (7x EV/EBITDA). For FCF, we use risk free rate of 3.4% (10 year US
Govt. bond yield of 2.8% and 0.6% KSA default spread). Our cost of equity is 12.35% while
current WACC is 8.4%, which increases to 10.2% as weight of debt decreases. Our target
price is SAR13.4/sh, average of DCF (SAR13.6/sh) and relative valuation methods
(SAR13.3/sh).

Upside risks: Merger with other players, uptick in data prices, stability in consumer base, a
value accretive tower sale, favourable regulatory changes.

Downside risks: Inability to invest in capex, inability to maintain market share, further
price war, inability to extend debt, lower than expected cost savings, writing off of its goodwill
or accounts receivables.

Disclosures Please refer to the important disclosures at the back of this report. 5
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Mobily:
Income statement (SARmn) 12/16A 12/17A 12/18E 12/19E 12/20E
Revenue 12,569 11,351 11,351 11,465 11,694
Cost of services -5,144 -4,821 -4,745 -4,758 -4,795
Gross profit 7,425 6,530 6,606 6,707 6,900
SG&A -3,416 -2,918 -2,917 -2,866 -2,924
EBITDA 4,009 3,612 3,689 3,841 3,976
D&A -3,775 -3,626 -3,514 -3,502 -3,266
Operating profit 235 -14 175 339 710
Finance cost -556 -678 -677 -635 -590
Other expenses (net) 75 45 65 57 60
Profit before tax -246 -648 -436 -240 180
Tax 43 -61 -25 -25 -25
Minority interest - - - - -
Net profit -203 -709 -461 -265 155
12/16A 12/17A 12/18E 12/19E 12/20E
Adjusted Shares Out (mn) 770.0 770.0 770.0 770.0 770.0
CFPS (SAR) 4.64 3.79 3.96 4.20 4.44
EPS (SAR) (0.26) (0.92) (0.60) (0.34) 0.20
DPS (SAR) - - - - -
Growth 12/16A 12/17A 12/18E 12/19E 12/20E
Revenue growth -12.9% -9.7% 0.0% 1.0% 2.0%
EBITDA growth 87.2% -9.9% 2.1% 4.1% 3.5%
Operating profit growth NA NA NA 93.1% 109.6%
Net profit growth NA NA NA NA NA
EPS growth NA NA NA NA NA
Margins 12/16A 12/17A 12/18E 12/19E 12/20E
Gross profit margin 59.1% 57.5% 58.2% 58.5% 59.0%
EBITDA margin 31.9% 31.8% 32.5% 33.5% 34.0%
Operating Margin 1.9% -0.1% 1.5% 3.0% 6.1%
Pretax profit margin -2.0% -5.7% -3.8% -2.1% 1.5%
Net profit margin -1.6% -6.2% -4.1% -2.3% 1.3%
Other Ratios 12/16A 12/17A 12/18E 12/19E 12/20E
ROCE 1.0% 0.0% 0.7% 1.3% 2.8%
ROIC 0.7% -0.1% 0.7% 1.5% 2.5%
ROE -1.3% -4.9% -3.3% -1.9% 1.1%
Effective Tax Rate 17.6% -9.5% -5.6% -10.2% 13.7%
Capex/Sales 44.3% 19.2% 18.0% 17.0% 16.0%
Dividend Payout Ratio 0.0% 0.0% 0.0% 0.0% 0.0%
Valuation Measures 12/16A 12/17A 12/18E 12/19E 12/20E
P/E (x) na na na na 729
P/CF () 3.2 3.9 3.7 35 33
P/B (x) 0.8 0.8 0.8 0.8 0.8
EV/Sales (x) 2.0 2.1 2.1 2.0 1.9
EV/EBITDA (x) 6.3 6.6 6.4 5.9 55
EV/EBIT (X) 107.7 na 133.8 67.0 30.6
EV/IC () 0.9 0.9 0.9 0.9 0.9
Dividend Yield 0.0% 0.0% 0.0% 0.0% 0.0%
Source: Company data, Al Rajhi Capital
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Zain: After steadily improving its profits for many quarters, ZainKSA reported weak Q4
earnings despite making its first set of annual profits. The investment rational for Zain does
not differ materially from that of Mobily. The key driver for profits will be increase in data
prices. ZainKSA expects its EBITDA margins to be stable in the near-term at current prices.
We believe that growth is likely to be similar to that of Mobily’s.

Figure 3 Zain Q4 results

Q4 Q3 Q4

(SAR mn) 2016 2017 2017

Y-0-Y Q-0-Q ARC est Comments

Topline declined due to lower subscriber base,
Revenue 1,801 1,807 1,716 -47% -5.0% 1,825 and VolP calls, leading to lower international
voice call revenues
Gross profit 1142 1231 1133 -08% -8.0% 1,259 Grpss profit mgrgin slipped due to _Iower international
voice calls, which are higher margin
Gross margin 63.4% 68.1% 66.0% 69.0%
The decline in operating profit was constrained by
Operating profit 87 229 167 90.5% -27.2% 237 lower general & administrative and distribution &
marketing expenses

Operating margin  4.9% 12.7% 9.7% 13.0%

Net profit (35) 3 5) NM NM 16 Lower operating profit resulted in a net loss for
the quarter

Net margin -7.5% 0.2% -2.6% 0.9%

Source: Company data, Al Rajhi Capital

Valuation: ZainKSA is more sensitive to changes in WACC than Mobily given its low equity
base. For relative valuation, we use 7x EV/EBITDA and for DCF, we use risk free rate of 3.4%
(10 year US Govt. bond yield of 2.8% and 0.6% KSA default spread). Our cost of equity is
12.20% while current WACC is 9.36%, which increases to 10.65% as weight of debt decreases.
For our WACC calculations, we use the Zain management payables at around SAR1bn as
equity. Our target price is SAR?7.3/sh, average of DCF (SAR9.3/sh) and relative valuation
methods (SAR5.3/sh).

Upside risks: Merger with other players, uptick in data prices, stability in consumer base.

Downside risks: Inability to invest in capex, inability to maintain market share, further
price war, inability to extend debt, lower than expected cost savings.

Disclosures Please refer to the important disclosures at the back of this report. 7
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Zain:
Income statement (SARmMn) 12/16A 12/17A 12/18E 12/19E 12/20E
Revenue 6,927 7,306 7,303 7,376 7,523
Cost of services -2,526 -2,393 -2,373 -2,360 -2,370
Gross profit 4,401 4,913 4,929 5,015 5,153
SG&A -2,605 -2,396 -2,403 -2,427 -2,475
EBITDA 1,795 2,517 2,527 2,589 2,678
D&A -1,850 -1,614 -1,669 -1,667 -1,658
Operating profit -54 903 858 922 1,020
Finance cost -953 -910 -890 -865 -842
Other expenses (net) 28 18 17 11 11
Profit before tax -980 12 -15 69 189
Tax 0 0 0 -2 -5
Minority interest 0 0 0 0 0
Net profit -980 12 -15 67 184
12/16A 12/17A 12/18E 12/19E 12/20E
Adjusted Shares Out (mn) 583.7 583.7 583.7 583.7 583.7
CFPS (SAR) 1.49 2.78 2.83 297 3.16
EPS (SAR) (1.68) 0.02 (0.03) 0.12 0.31
DPS (SAR) - - - - -
Growth 12/16A 12/17A 12/18E 12/19E 12/20E
Revenue growth 2.7% 5.5% 0.0% 1.0% 2.0%
EBITDA growth 10.2% 40.2% 0.4% 2.5% 3.5%
Operating profit growth NA -5.0% 7.5% 10.6% 5.5%
Net profit growth NA NA NA NA 46.7%
Margins 12/16A 12/17A 12/18E 12/19E 12/20E
Gross profit margin 63.5% 67.2% 67.5% 68.0% 68.5%
EBITDA margin 25.9% 34.5% 34.6% 35.1% 35.6%
Operating Margin -0.8% 12.4% 11.8% 12.5% 13.6%
Pretax profit margin -14.1% 0.2% -0.2% 0.9% 2.5%
Net profit margin -14.1% 0.2% -0.2% 0.9% 2.4%
Other Ratios 12/16A 12/17A 12/18E 12/19E 12/20E
ROCE -0.3% 6.3% 6.1% 5.0% 5.7%
ROIC -0.4% 6.2% 6.5% 6.9% 8.0%
ROE -24.1% 0.3% -0.4% 1.9% 5.0%
Effective Tax Rate 0.0% 0.0% 0.0% 2.5% 2.5%
Capex/Sales 29.0% 21.3% 18.0% 17.0% 16.0%
Dividend Payout Ratio 0.0% 0.0% 0.0% 0.0% 0.0%
Valuation Measures 12/16A 12/17A 12/18E 12/19E 12/20E
P/E (X) na 351.6 na 60.4 221
P/CF (X) 4.7 2.5 2.5 2.3 2.2
P/B (x) 1.1 1.1 1.1 1.1 1.1
EV/Sales (x) 2.2 1.9 1.8 1.8 1.6
EV/EBITDA (x) 8.4 55 53 5.0 4.6
EV/EBIT (x) na 15.3 15.7 14.0 12.0
EVIIC () 1.0 1.0 1.0 1.0 1.0
Dividend Yield 0.0% 0.0% 0.0% 0.0% 0.0%
Source: Company data, Al Rajhi Capital
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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.

Disclosures Please refer to the important disclosures at the back of this report. 9
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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
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.

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.

Contact us

Mazen AlSudairi

Head of Research

Tel : +966 1 211 9449

Email: alsudairim@alrajhi-capital.com

Al Rajhi Capital

Research Department

Head Office, King Fahad Road

P.O. Box 5561, Riyadh 11432
Kingdom of Saudi Arabia

Email: research@alrajhi-capital.com

Al Rajhi Capital is licensed by the Saudi Arabian Capital Market Authority, License No. 07068/37.
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