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Previous Recommendation: Hold Target Price (SAR): 38.40
Previous Reco. & Date: TP: SAR 38.40 per share; Hold on 13-Dec-2022 Upside / (Downside): -12.3%
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Bloomberg Ticker STC AB
Current Market Price (SAR) 43.800 50,000 - - 50.000
52wk High / Low (SAR) 46.72/33.95 43,000 ~ [ 45.000
12m Average Vol. (000) 4,963.8 ggggg : : gg%g
Mkt. Cap. (USD/SAR mn) 58,392/219,000 30000 - | 30.000
Shares Outstanding (mn) 5,000.0 25,000 - - 25.000
Free Float (%) 36% 20,000 - - 20.000
3m Avg Daily Turnover (000) 140,088.2  1>000 [ 15.000

) 10,000 - - 10.000
6m Avg Daily Turnover (000) 122,644.0 5,000 | L 5.000
P/E'23e (x) 17.2 o i b LT T S Lt T A Rl L 0,000
EV/EBITDA'23e (x) 8.7 May-22 Jun-22 Aug-22 Sep-22 Oct-22 Dec-22 Jan-23 Mar-23 Apr-23
Dividend Yield '23e (%) 5.1%
Price Perf. (1m/3m) (%) 6.1/20.7 Volume, '000 (LHS) ——STCAB, SAR (RHS)

Revenue beats U-Capital's estimates
The company reported Q1 2023 revenue of SAR 18,179mn (7.45% y-o-y), which was above U-Capital's estimate of SAR 17,382mn. The deviation from our
estimate was largerly due to positive revenue contributions from the group's subsidiaries, which grew by 29%.

Gross profit aligns with estimates; increased G&A expenses impact Operating profit

The company's gross profit for the quarter was SAR 9,355mn, in line with our estimated figure of SAR 9,473mn. Additionally, the operating profit of SAR
3,731mn fell slightly below our estimated figure of SAR 3,890mn. The deviation was due to increased general and administrative expenses, which were
allocated for strategic investments aimed at growth and expansion into new domains.

Net income misses estimates

The company's net income for the quarter was SAR 3,109mn, falling below our estimated figure of SAR 3,331mn. The deviation was primarily due to an
increase in Zakat and income tax expenses.

Maintain target price

We believe that the telecom sector will continue to experience strong growth in the future. Furthermore, STC is expanding its presence in Europe through
its subsidiary, TAWAL. We maintain a 'Hold' rating on the stock.

Income Statement

(SARmn) 1Q22 2Q22 3Q22 4Q22 1Q23 1Q23e YoY (%) QoQ (%) Var(%) FY22  FY23e YoY (%)
Sales/Revenue 16,919 16,939 16,468 17,034 18,179 17,382 7% 7% 5% 67,432 70,727 5%
Gross Profit (Loss) 9,150 9,174 10,040 9,029 9,355 9,473 2% 4% -1% 37,393 38,019 2%
Operating Profit (Loss) 3,824 3,720 4,576 2,969 3,731 3,890 2% 26% -4% 15,088 14,640 -3%
Net Profit attributable to sharehoders 3,035 2,837 3,541 2,757 3,109 3,331 2% 13% -7% 12,171 12,698 4%

Balance Sheet

(SAR mn) 1022  2Q22 3Q22  4Q22 1Q23 1023e YoY (%) QoQ (%) Var (%)

Shareholders' Equity 70,367 71,786 73,331 73,500 74,631 6% 2%

Key Ratios

1Q22 2Q22 3Q22 7 4Q22 1Q23 1Q23e
Gross Margin 54% 54% 61% 53% 51% 55%
Operating Profit Margin 23% 22% 28% 17% 21% 22%
Net Profit Margin 18% 17% 22% 16% 17% 19%
Return on Equity (RoE) 17% 16% 19% 15% 17%

Source: Fil ials, Tadawul Di:

U Capital Research

For our earlier report on the sector, please click here.
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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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