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• Revenue grew 4.2% YoY in 3Q25, in line with estimates. The retail 
segment continues to face pressure from intense competition, 
resulting in low single-digit growth. 

• Gross margin stable, while opex increased due to spending on new 
strategic initiatives, weighing on profitability. The company reported 
its lowest net profit in eleven quarters, declining 8% YoY. 

• We retain our 2025e revenue estimate but reduce our profit forecast 
due to margin pressure. Our target price is revised to SAR 62.20 per 
share, and we maintain a HOLD rating. 

Al Dawaa Medical Services Company (Dawaa) posted 4.2% YoY revenue 
growth in 3Q25, aligned with expectations. The retail segment continues to 
face intense competition from local, international, and online players, resulting 
in muted growth (+1.8% YoY) in the quarter. Dawaa’s net store opening for 
the 9M25 period stood at 32 and the total number of stores were 956 at the 
end of the quarter. In-house brands contributed to 14% of the total sales this 
year, while online stood at 16.8%. The wholesale segment, grew 45% YoY 
during the quarter; attributed by the higher contribution from distribution 
(which included recent agreements with top brands) and logistics segment 
(specialized logistics services to NUPCO). However, wholesale contribution 
which represents only 6.4% of total sales, limited the impact on the overall 
topline. Similar topline pressure across peers indicates an overcrowded 
market and thinning margins in the pharmacy retail sector. 

Gross margin was slightly higher by 26bps YoY, leading to 5% YoY growth in 
gross profit. Dawaa remains in expansion mode, aiming to protect and grow 
its market share. This includes continued investments in new physical stores, 
online platform enhancements, product assortment changes, loyalty 
programs, and other strategic initiatives all contributing to higher expenses 
during the quarter. Operating expenses increased due to hiring additional 
employees and elevated sales and marketing spending. As a result, operating 
profit declined 5.1% YoY, while EBITDA remained broadly flat. Finance costs 
also edged higher. Net profit came in at SAR 69mn (-8% YoY), below our 
estimate, largely because of margin compression. For 9M25, net profit stood 
at SAR 261mn (-2.1% YoY). 

Valuation: Dawaa continues to face intense competitive pressure, similar to 
sector peers. The company is implementing multiple strategies to defend 
market share and support revenue growth. We expect single-digit topline 
growth to persist in the near term until associate segments begin contributing 
meaningfully. Margin pressure is also likely to continue due to elevated 
expansion related spending. As the current topline performance came in line 
with expectations and given that we had already moderated our revenue 
targets, we retain our 2025e revenue estimate at SAR 6.85bn. However, we 
revise down our net profit estimate to SAR 352mn to reflect the lower margin 
outlook. Based on these adjustments, our target price stands at SAR 62.20 
per share, implying limited upside from current levels. Accordingly, we provide 
a HOLD rating. 

Al Dawaa Medical Services Company 

Sector    : Pharma Retail 
HOLD 
18 November 2025 

Target price (SAR)     62.20 

Current price (SAR) 61.45 

Return       1.20% 
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Income Statement (In SAR mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e

Revenue 5,034   5,372   5,741   6,451   6,853   7,267   7,659   8,074   

Direct Costs -3,140 -3,353 -3,635  -4,158  -4,430  -4,714  -4,971  -5,243  

Gross profit 1,894   2,020   2,107   2,293   2,422   2,553   2,688   2,830   

Selling and distribution expenses -1,510 -1,518 -1,500  -1,642  -1,790  -1,889  -1,991  -2,059  

General and administrative expenses -118     -133     -127     -135     -142     -145     -153     -161     

Operating profit 266      369      466       514       489       518       543       610       

EBITDA 600      724      830       906       896       929       975       1,063   

Finance costs -83       -117     -124     -122     -124     -119     -111     -111     

Other costs 63        66        -        -        -        -        -        -        

Profit before tax 246      318      342       392       363       399       432       499       

Income tax and Zakat -7         -12       -13        -22        -12        -16        -17        -20        

Net profit 239      305      329       370       352       383       415       479       

Balance Sheet (in SAR mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e

Property, plant and equipment 823      942      995       1,059   1,004   1,074   1,139   1,198   

Right of use assets 1,046   1,586   1,476   1,448   1,571   1,587   1,603   1,619   

Other non current assets 286      182      230       85         76         76         76         76         

Non-current assets 2,155   2,710   2,701   2,592   2,669   2,755   2,835   2,910   

Inventories 1,332   1,082   1,310   1,477   1,595   1,650   1,690   1,888   

Accounts receivable and prepayments 496      564      447       748       891       945       996       1,050   

Bank balances and cash 46        139      54         48         51         51         52         48         

Other current assets 1          2          3           3           2           2           2           2           

Current assets 1,875   1,786   2,007   2,444   2,704   2,748   2,840   3,087   

ASSETS 4,031   4,497   4,707   5,036   5,373   5,502   5,675   5,997   

Share capital 850      850      850       850       850       850       850       850       

Reserves 68        -4         84         -3          -8          -8          -8          -8          

Retained earnings 71        249      379       609       748       921       1,106   1,336   

EQUITY 989      1,095   1,313   1,456   1,590   1,763   1,948   2,178   

Lease liabilities 812      1,374   1,308   1,278   1,281   1,281   1,281   1,281   

Employee defined benefits 125      132      140       167       177       189       199       210       

Term loans -       277      150       -        150       100       150       150       

Non-current liabilities 938      1,783   1,598   1,445   1,608   1,569   1,629   1,640   

Accounts payable and accruals 532      534      822       1,205   1,329   1,414   1,491   1,573   

Lease liability 227      203      184       201       191       191       191       191       

Bank overdrafts Short term loans 1,156   778      662       620       520       470       320       320       

Other current liabilitie 189      103      128       107       134       95         95         95         

Current liabilities 2,104   1,618   1,796   2,134   2,175   2,171   2,098   2,179   

LIABILITIES 3,042   3,401   3,394   3,579   3,783   3,740   3,727   3,820   

EQUITY AND LIABILITIES 4,031   4,497   4,707   5,036   5,373   5,502   5,675   5,997   

Cash Flow (In SAR mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e

Cash from operations 670      778      726       683       818       799       862       793       

Investing cash flow -378     -283     -168     -98        -137     -330     -272     -264     

Financing cash flow -298     -347     -642     -592     -678     -469     -589     -533     

Change in cash 8          93        -85        -7          3           1           1           -4          

Beginning cash 38        46        139       54         48         51         51         52         

Ending cash 46        139      54         47         51         51         52         48         
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Ratio Analysis 2021 2022 2023 2024 2025e 2026e 2027e 2028e

Per Share

EPS (SAR) 2.81     3.59     3.87      4.35      4.14      4.51      4.88      5.63      

BVPS (SAR) 11.64   12.88   15.45   17.13   18.71   20.74   22.91   25.62   

DPS (SAR) 1.25     -       2.50      2.50      2.48      2.71      2.93      3.38      

FCF per share (SAR) 3.43     5.83     6.56      6.89      8.01      5.52      6.94      6.23      

Valuation

Market Cap (SAR mn) 6,205   6,112   8,993   6,664   5,223   5,223   5,223   5,223   

EV (SAR mn) 8,886   8,862   11,914 9,921   8,494   8,529   8,455   8,541   

EBITDA 600      724      830       906       896       929       975       1,063   

P/E (x) 25.9     20.0     27.3      18.0      14.9      13.6      12.6      10.9      

EV/EBITDA (x) 14.8     12.2     14.3      10.9      9.5        9.2        8.7        8.0        

Price/Book (x) 7.3       6.6       5.5        5.0        4.5        4.1        3.7        3.3        

Dividend Yield (%) 1.7% 0.0% 2.4% 3.2% 4.0% 4.4% 4.8% 5.5%

Price to sales (x) 1.2       1.1       1.6        1.0        0.8        0.7        0.7        0.6        

EV to sales (x) 1.8       1.6       2.1        1.5        1.2        1.2        1.1        1.1        

Liqiudity

Cash Ratio (x) 0.02     0.09     0.03      0.02      0.02      0.02      0.02      0.02      

Current Ratio (x) 0.89     1.10     1.12      1.15      1.24      1.27      1.35      1.42      

Quick Ratio (x) 0.26     0.44     0.39      0.45      0.51      0.51      0.55      0.55      

Returns Ratio

ROA (%) 5.9% 6.8% 7.0% 7.3% 6.5% 7.0% 7.3% 8.0%

ROE (%) 24.2% 27.9% 25.1% 25.4% 22.1% 21.7% 21.3% 22.0%

ROCE (%) 12.4% 10.6% 11.3% 12.8% 11.0% 11.5% 11.6% 12.5%

Cash Cycle

Inventory turnover (x) 2.4       3.1       2.8        2.8        2.8        2.9        2.9        2.8        

Accounts Payable turnover (x) 5.9       6.3       4.4        3.5        3.3        3.3        3.3        3.3        

Receivables turnover (x) 10.1     9.5       12.8      8.6        7.7        7.7        7.7        7.7        

Inventory days 155      118      132       130       131       128       124       131       

Payable Days 62        58        82         106       110       110       110       110       

Receivables days 36        38        28         42         47         47         47         47         

Cash Cycle 129      98        77         66         69         66         62         69         

Profitability Ratio

Net Margins (%) 4.8% 5.7% 5.7% 5.7% 5.1% 5.3% 5.4% 5.9%

EBITDA Margins (%) 11.9% 13.5% 14.5% 14.0% 13.1% 12.8% 12.7% 13.2%

PBT Margins (%) 4.9% 5.9% 6.0% 6.1% 5.3% 5.5% 5.6% 6.2%

EBIT Margins (%) 5.3% 6.9% 8.1% 8.0% 7.1% 7.1% 7.1% 7.6%

Effective Tax Rate (%) 4.9% 5.9% 6.0% 6.1% 5.3% 5.5% 5.6% 6.2%

Leverage

Total Debt (SAR mn) 2,727   2,889   2,975   3,305   3,321   3,357   3,284   3,365   

Net Debt (SAR mn) 2,681   2,750   2,921   3,257   3,271   3,305   3,232   3,318   

Debt/Total Assets (x) 0.7       0.6       0.6        0.7        0.6        0.6        0.6        0.6        

Debt/Equity (x) 2.8       2.6       2.3        2.3        2.1        1.9        1.7        1.5        

Net Debt/Equity (x) 2.7       2.5       2.2        2.2        2.1        1.9        1.7        1.5        
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Joice Mathew Manna Thomas ACCA Contact Address

Sr. Manager - Research Research Associate P. O Box: 2566; P C 112

E-Mail: joice@usoman.com Email: manna.t@usoman.com Sultanate of Oman

Tel: +968 2476 3311 Tel: +968 2476 3347 Tel: +968 2476 3300
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Research Team

Neutral This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential between 0% to -10%

 Rating Criteria and Definitions

Strong Sell This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential in excess of 20%

Rating DefinitionsRating 

Hold

This recommendation is used for stocks whose current market price

offers a deep discount to our 12-Month target price and has an

upside potential in excess of 20%

Strong Buy

This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential between -10% to -20%

This recommendation is used for stocks whose current market price

offers a discount to our 12-Month target price and has an upside

potential between 0% to 10%

Buy This recommendation is used for stocks whose current market price

offers a discount to our 12-Month target price and has an upside

potential between 10% to 20%

Not rated This recommendation used for stocks which does not form part of

Coverage Universe

Sell

Disclaimer

>20%

10-20%

0%-10%

-10% to 0%

-10 to -

20%%

>-20%

Strong

Buy

Buy Hold Neutral Sell Strong

Sell

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or 

redistributed to any other person. Persons into whose possession this document may come are required to observe these restrictions. 

Opinion expressed is our current opinion as of the date appearing on this material only. We do not undertake to advise you as to any 

change of our views expressed in this document. While we endeavor to update on a reasonable basis the information discussed in this 

material, United Securities, its subsidiaries and associated companies, their directors and employees are under no obligation to update or 

keep the information current. Also, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective 

investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations 

expressed herein. The information in this document has been printed on the basis of publicly available information, internal data and other 

reliable sources believed to be true and are for general guidance only. While every effort is made to ensure the accuracy and completeness 

of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one 

can use the information as the basis for any claim, demand or cause of action.  

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document 

should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of 

companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the 

merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance 

is not a guide for future performance. United Securities LLC, and affiliates, including the analyst who has issued this report, may, on the 

date of this report, and from time to time, have long or short positions in, and buy or sell the securities of the companies mentioned herein 

or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential 

conflict of interest with respect to company/ies mentioned herein or inconsistent with any recommendation and related information and 

opinions. United Securities LLC and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or 

other advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in the 

past.  


