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Dr. Sulaiman Al Habib Medical Services Group (HOLD, TP: SAR 263, 4013.SE) 4Q25 Results Review
Higher patient numbers drive topline; benefits offset by margin attrition and finance costs due to new launches

HMG reported net income of SAR 651mn (EPS: SAR 1.86) in 4Q25, up 8% Q/Q and 6% Y/Y. Revenues grew
18% Y/Y, driven by higher inpatient and outpatient volumes. However, the ramp-up of six newly launched
hospitals over the past two years continued to elevate fixed operating costs, resulting in a 315bps Y/Y
decline in gross margin. Disciplined opex management partially offset this pressure, limiting the operating
margin decline to 151bps Y/Y. Meanwhile, finance costs increased 24% Y/Y, reflecting debt raised to fund
capacity expansion and weighing on bottom-line growth.

• Revenue increased 7% Q/Q and 18% Y/Y to SAR 3.7bn, driven by higher outpatient volumes and improved inpatient occupancy,

supporting growth in both hospital and pharmacy segments. For FY25, revenue grew 22% Y/Y to SAR 13.7bn. The Hospital segment

contributed SAR 10.6bn (77%), up 24% Y/Y, while the Pharmacy segment accounted for 21% at SAR 2.86bn, up 21% Y/Y. The

Solutions/Other segment contributed 2% at SAR 251mn, down 13% Y/Y.

• Gross margin declined 160bps Q/Q and 315bps Y/Y, reflecting higher fixed costs from recently launched hospitals. Gross profit

increased 1% Q/Q and 7% Y/Y to SAR 1.06bn.

• Administrative expenses rose 4% Q/Q and 37% Y/Y due to the launch of three hospitals in 2025, while selling and marketing

expenses fell 15% Q/Q and 47% Y/Y to SAR 91mn, likely normalizing after hospital launches in 1H25. Overall, opex increased 2% Y/Y

and declined 1% Q/Q, improving the opex-to-sales ratio by 82bps Q/Q and 164bps Y/Y.

• Operating margin declined 78bps Q/Q and 151bps Y/Y to 18%, while operating profit rose 1% Q/Q and 7% Y/Y to SAR 682mn.

• EBITDA increased 13% Y/Y to SAR 943mn, with EBITDA margin expanding 128bps Y/Y. Other income below the operating level rose

7% Y/Y to SAR 75mn.

• Finance costs increased 6% Q/Q and 24% Y/Y to SAR 91mn, reflecting higher debt to fund capex.

• Receivable days increased to 36 in FY25 vs 30 in FY24, while payable days declined to 74 vs 76. The cash cycle remained negative at -

2 days vs -12 days in FY24. Debt/equity rose slightly to 1.11x vs 1.08x, while net debt/EBITDA increased to 2.02x vs 1.79x.

• HMG’s topline continues to grow, supported by the ramp-up of newly launched hospitals. However, occupancy remains relatively low at

62% versus 81% in 2023, continuing to weigh on margins. As a result, margins are expected to remain under pressure through 2026,

with normalization likely by 2027.The company’s entry into Jeddah has been disruptive, offering services at competitive prices and

gradually gaining market share from peers. Competitive intensity is expected to rise further over the medium term, particularly in

Riyadh, HMG’s core market. The city is expected to see the addition of approximately 2,700 beds by 2030 through 12 new hospitals

planned by listed peers. This supply increase could pressure industry margins as operators compete for patient volumes amid slower-

than-expected population growth. The Solutions segment is also expected to contribute less than earlier forecasts as the company shifts

focus toward its core healthcare operations. HMG has announced a SAR 10bn capex plan against the currently disclosed addition of 713

beds through 2029. The four announced hospital expansions in Riyadh, Tabuk, Jubail, and Dammam account for only about 30% of this

capex, suggesting further expansion announcements ahead. Finance costs are expected to trend higher as the company funds this

expansion cycle. Additionally, the current geopolitical environment, potential inflationary pressures, and a higher interest rate backdrop

could weigh on valuation. Given slower-than-expected growth in revenue per patient, lower expected contribution from the Solutions

segment, and margin pressure persisting longer than previously anticipated, we downgrade the stock to HOLD.

Rating and Risks  

We are HOLD rated on HMG and our 12-month price target is SAR 263. Upside risks include faster than expected facility 
ramp-up, faster than expected growth in population and demand for healthcare, and early execution of planned
expansions. Downside risks include change of regulatory environment (DRG implementation), increase private sector 
competition in KSA, delay in project execution.
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SAR mln 4Q25 3Q25 4Q24 Q/Q % Y/Y %

Revenues 3,701 3,463 3,129 7% 18%

Cost of Sales 2,639 2,413 2,132 9% 24%

Gross Profit 1,063 1,050 997 1% 7%

Operating Expenses 380 384 373 -1% 2%

Operating Profit 682 666 624 3% 9%

Net Income 651 602 614 8% 6%

EPS 1.86 1.72 1.75 8% 6%

Margins (%)

Gross Margin 29 30 32 -160 bps -315 bps

Operating Margin 18 19 20 -78 bps -151 bps

Net Margin 18 17 20 20 bps -202 bps

Rating HOLD

Market Price 247.9

12-month Target Price 263.0

Upside / Downside 6%

Mkt Cap (SAR mn) 86,555

52 week High/Low 289.6/228

12/25 A 12/26 E 12/27 E 12/28 E

Net Income (SAR mn) 2401.5 2370.4 2839.2 3736.6

PER (x) 36.0 36.5 30.5 23.2

PBV (x) 11.0 10.0 9.3 8.4

EPS (SAR) 6.9 6.8 8.1 10.7

DPS (SAR) 4.8 4.7 6.1 8.0

RoE (%) 30.4 28.7 31.7 38.2

Dividend Yield (%) 2.0 1.9 2.5 3.2
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Rating Framework

Buy

Shares of the companies under coverage in this report are expected to outperform relative to the 
sector or the broader market.

Hold

Shares of the companies under coverage in this report are expected to perform in line with the 
sector or the broader market.

Sell

Shares of the companies under coverage in this report are expected to underperform relative to 
the sector or the broader market.

Important Disclaimer
This report is prepared by Saudi Fransi Capital (“SFC”), a fully-fledged investment firm providing investment
banking, asset management, securities brokerage, research, and custody services. SFC, and its affiliate, might
conduct business relationships with the company that is subject of this report and/ or own its security.

This report is based on current public information that we consider reliable, but we do not represent it is
accurate or complete, and it should not be relied on as such. Accordingly, no representation or warranty, express
or implied, is made as to, and no reliance should be placed on the fairness, accuracy, completeness or
correctness of the information and opinions contained in this report.

This report is intended for general information purposes only, and may not be reproduced or redistributed to any
other person. This report is not intended as an offer or solicitation with respect to the purchase or sale of any
security. This report is not intended to take into account any investment suitability needs of the recipient. In
particular, this report is not customized to the specific investment objectives, financial situation, risk appetite or
other needs of any person who may receive this report. SFC strongly advises every potential investor to seek
professional legal, accounting and financial guidance when determining whether an investment in a security is
appropriate to his or her needs.

To the maximum extent permitted by applicable law and regulation, SFC shall not be liable for any loss that may
arise from the use of this report or its contents or otherwise arising in connection therewith. Any financial
projections, fair value estimates and statements regarding future prospects contained in this report may not be
realized. All opinions and estimates included in this report constitute SFC’s judgment as of the date of production
of this report, and are subject to change without notice. Past performance of any investment is not indicative of
future results. The value of securities, the income from them, the prices and currencies of securities, can go
down as well as up. An investor may get back less than what he or she originally invested. Additionally, fees may
apply on investments in securities. Changes in currency rates may have an adverse effect on the value, price or
income of a security. No part of this report may be reproduced without the written permission of SFC. Neither
this report nor any copy hereof may be distributed in any jurisdiction outside the Kingdom of Saudi Arabia where
its distribution may be restricted by law. Persons who receive this report should make themselves aware of, and
adhere to, any such restrictions. By accepting this report, the recipient agrees to be bound by the foregoing
limitations.
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