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1 Rent concessions could be in various forms and may include one-off rent reductions, rent waivers or deferrals 
of lease payments. Many lessors provided this option for lessees as an exception due to COVID-19.  

Aldrees’ EBIT dropped by 77.6% Y-o-Y during Q2 2020 due to 

lockdown measures during the quarter. However, IFRS16 

amendments applied during Q2 2020 supported Aldrees’ bottom-

line which fell by only 16.4% Y-o-Y. Aldrees’ results in H1 2020 beat 

our expectations due to lower costs and higher than expected 

quantities and stations expansion in the petroleum segment . We 

adjust our recommendation for Aldrees to overweight with an 

adjusted target price of SAR73.5/share. 

 

Recommendation Overweight 

Previous Recommendation Neutral 

Current Price (26-08-2020) SAR65.5 

Target Price (52 Weeks) SAR73.5 

Upside/ (Downside) 12.2% 

Shariah Compliance Pass 

  

Key Financial Ratios 

Ratio 
Q2 

2020 
Q1 

2020 
Q2 

2019 

Revenue Growth -50.7% -7.9% 2.1% 

Gross Margin 6.4% 5.8% 4.8% 

EBIT Margin 1.0% 3.5% 2.5% 

Net Margin 2.0% 2.1% 1.3% 

 
 

   

Key Financial Results (Q2 2020)  

 

 

 
 

 
 

 
 

 

 
 

 
 

 

Share Price Performance  

 
 

 
 

 

Aldrees’ revenues dropped by 45.8% Y-o-Y during Q2 2020 as it was 

significantly impacted by the lockdown imposed during the quarter and lower 

gasoline prices. Total quantity sold in the petroleum segment declined by 

more than 30% Y-o-Y while average quantity sold per station dropped by 

almost 40%. During the quarter, Aldrees added 4 new stations which brings 

the total number of stations to 491. Transport sales also fell by 20.0% as 

economic activity slowed down.  

EBIT declined by 77.6% recording only SAR7mn compared to SAR33mn 

during Q2 2019. EBIT margin stood at only 1.0%.  Optional amendments to 

IFRS16, which were effective as of 1 June 2020, allowed lessees like Aldrees 

(Aldrees leases 475 gas stations) to account for rent concessions1. This 

amendment resulted in a significant drop in finance cost of lease liabilities 

and depreciation of right of use assets during Q2 2020 coupled with recording 

of SAR17mn non-recurring income as a retrospective adjustment for all rent 

concessions offered to Aldrees before 30 June 2020. This supported Aldrees’ 

bottom-line which fell by only 16.4% Y-o-Y. Aldrees would’ve recorded losses 

of almost SAR40mn during the quarter had IFRS16 amendments not been 

applied.  

Aldrees is expected to continue its expansion in the petroleum segment in 

the coming years as it seeks to take advantage of the new profit margins.  

On the other hand, this makes the Saudi market more attractive for GCC 

competitors which are likely to seek more aggressive expansion in the 

Kingdom than previously planned. Petroleum sales are expected to normalize 

following the end of lockdown restrictions, yet average quantity sold per 

station is likely to remain lower than previous year due to lower economic 

activity (impacting diesel sales) and continued working from home for some 

private sector employees.   

Aldrees delivered better than expected results for Q2 2020 due to lower costs 

and higher than expected quantities and stations expansion in the petroleum 

segment. Additionally, we lowered our risk-free rate compared to our initial 

coverage to take into consideration updated market conditions, which yielded 

a higher target price.  That being said, we upgrade our recommendation for 

Aldrees to overweight with a revised target price of SAR73.5/share.  
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Financial Projection 
 

 

 

 
2 Includes additions to Right of Use assets 
3 Includes lease liabilities  

DCF Valuation 
 2020 E 2021 F 2022 F 2023 F 2024 F 

EBITDA 419  582  609  637  666  

Operating CF 472  557  599  626  654  

Capex2 (712) (305) (325) (346) (368) 

FCFF (240) 253  275  281  287  

Stub Period (FCF to be discounted) (121) 252  274  280  286  

PV (FCFF) (118) 232  238  230  221  

WACC 5.6%   
 

We have valued Aldrees using DCF approach, considering a WACC 
is equal to 5.6% (based on a risk-free rate of 3.25%, market risk 

premium 7.3%, Beta of 0.57). 

 
Based on the DCF valuation, the fair price of Aldrees share price is 

SAR73.5, which is higher than the traded value by 12.2%. 

Perpetuity Growth 2.0% 

PV-FCFF 804 

PV-TV 6,005  

Net Debt3 (2,355) 

Less: End of services benefits (72) 

Add: Investments 28  

Intrinsic Value 4,410 

Shares Outstanding (million shares) 60  

Equity value per share  73.5 

CMP (26-08-2020) 65.5 

Upside / (Downside%) 12.2% 

Financial Ratios 2018A 2019A 2020E 2021F 2022F 2023F 2024F 

Return on Average Assets (%) 1.9% 8.3% 2.2% 4.4% 4.9% 5.3% 5.5% 

Return on Average Equity (%) 10.5% 38.4% 9.5% 18.9% 19.2% 19.3% 19.2% 

Earnings Before Zakat Margin (%) 1.3% 5.4% 1.8% 3.0% 3.2% 3.3% 3.4% 

Net Income Margin (%) 1.3% 5.1% 1.7% 2.9% 3.1% 3.2% 3.2% 

Revenue Growth (%) 51.8% 9.7% -14.3% 22.8% 8.5% 8.5% 8.5% 

EPS 1.12 4.86 1.39 2.91 3.32 3.73 4.12 

 

 
       

Income Statement 2018A 2019A 2020E 2021F 2022F 2023F 2024F 

Revenues 5,177  5,681  4,871  5,981  6,492  7,046  7,647  

Cost of Revenues (4,924) (5,220) (4,606) (5,575) (6,048) (6,563) (7,124) 

Gross Profit 253  462  265  406  444  483  523  

SG&A  (106) (148) (136) (156) (169) (183) (198) 

Zakat (2) (16) (4) (6) (7) (8) (9) 

Net Income 67  292  83  175  199  224  247  

 

 
       

Balance Sheet 2018A 2019A 2020E 2021F 2022F 2023F 2024F 

Current Assets 679  735  736  703  851  1,050  1,254  

Non-Current Assets 2,753  2,851  3,286  3,271  3,275  3,298  3,338  

Total Assets 3,431  3,585  4,021  3,974  4,126  4,347  4,592  

Current Liabilities 1,261  1,160  1,228  1,114  1,169  1,245  1,332  

Non-Current Liabilities 1,527  1,550  1,926  1,877  1,866  1,877  1,908  

Total Equity 643  875  868  983  1,092  1,226  1,353  

Total Liabilities and Equity 3,431  3,585  4,021  3,974  4,126  4,347  4,592  



 

Guide to Ratings and Disclaimer 
 

 

Guide to Ratings 
 

Buy An upside potential of more than 20% in 52-week period 

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

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

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

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

 

Itqan Capital 

The HQBP Tower, Corniche Road, Al Shatea District, 

PO Box 8021, Jeddah 21482, 

Kingdom of Saudi Arabia 

Tel: 966 12 510 6030 

Fax: 966 12 510 6033 

info@itqancapital.com 

www.itqancapital.com 
 

 

Disclaimer 

 

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

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

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

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

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

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

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

particular purpose. This research document provides general information only. Neither the information nor any opinion expressed constitutes 

an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to such securities or investments. 

It is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation 

and the particular needs of any specific person who may receive this document. Investors should seek financial, legal or tax advice regarding 

the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this document and 

should understand that statements regarding future prospects may not be realized. Investors should note that income from such securities or 

other investments, if any, may fluctuate and that the price or value of such securities and investments may rise or fall. Fluctuations in exchange 

rates could have adverse effects on the value of or price of, or income derived from, certain investments. Accordingly, investors may receive 

back less than originally invested. Itqan Capital or its officers or one or more of its affiliates (including research analysts) may have a financial 

interest in securities of the issuer(s) or related investments, including long or short positions in securities, warrants, futures, options, derivatives, 

or other financial instruments. Itqan Capital or its affiliates may from time to time perform investment banking or other services for, solicit 

investment banking or other business from, any company mentioned in this research document. Itqan Capital, together with its affiliates and 

employees, shall not be liable for any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of 

the information contained in this research document. This research document and any recommendations contained are subject to change 

without prior notice. Itqan Capital assumes no responsibility to update the information in this research document. Neither the whole nor any 

part of this research document may be altered, duplicated, transmitted or distributed in any form or by any means. This research document is 

not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 

country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or which would subject Itqan 

Capital or any of its affiliates to any registration or licensing requirement within such jurisdiction.   

Itqan Capital is licensed by the Saudi Arabian Capital Market Authority, License No.07058-37 and CR No.4030167335 
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