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Contracting Galfar Engg & Contracting

Order book growth keeps revenue elevated: Galfar Engineering (GECS) reported 1Q24 revenue bang in line with our
estimate at RO 65.85mn which was higher by 12.7% on a YoY basis. We have remained positive on the topline growth
since the “Transformation Strategy” was implemented and the company started bidding for higher value projects. The
significant positive changes in the balance sheet has also enabled the company to bid for larger projects. The order book
at the end of 2023 stood at RO 579mn with contribution from the high premium O&G segment increasing. We continue to
believe the revenue run rate will be higher going forward and reach near RO 70mn on a quarterly basis by end of 2024.

Margins drop, dragging the net profit lower than expected: The company reported a loss of RO 434k in 2023 from
share of associates and the recent results evidences that these losses may have continued into 2024 as well. We had
however penciled a recovery in the share of losses from associates in our forecast. There were incremental costs
associated with the adjustment of end of service benefits of employees which resulted in the company reporting loss of RO
1.4mn during the 4Q23. Except for these, we assume that the company has managed to control its operating costs in a
good manner. The net profit of the consolidated entity stood at RO 202k compared to our estimate of RO 471k due to these
variances.

Maintain revenue estimates, revising profits downwards, retain STRONG BUY: We continue to remain optimistic on
the topline growth based on the solid order book and move towards projects that have more sustainable margins. We retain
our revenue estimate for 2024 and expect it at RO 272mn, higher by 8.8% as compared to 2023. However, post full result
announcement and the feedback from the management we might have to revise our profit estimates. The stock price has
been languishing at the current levels for nearly 9 months due to the variability in profits and negative surprise witnessed
in the 4Q23. We retain our STRONG BUY rating for now with a target price of RO 0.225 per share expecting new contract
wins the margin improvement as the year progresses. The positive changes in the economy and the market leadership
position of Galfar provides sufficient cushion to the valuation and supports our positive view.

in RO '000 1Q24  1Q23 YoY(%) 4Q23 QoQ (%) 2024e 2023  YoY (%)
Revenue 65,855 58,412 12.7% | 64,879 1.5% 271919 249,854 8.8%
Total expenses -65,653 -57,970 ’ 13.3% | -66,279 ’ -0.9% | -269,969 -249,726 8.1%
Profit after tax 202 442  -54.3% | -1,400 1,950 128 1423%
NPM 0% 1% ’ -59.5% -2% 1% 0%

EPS (RO) 0.001 0.002 ’ -54.3% | -0.005 0.007 0.000 1423%
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Rating Criteria and Definitions

Rating Rating Definitions

Strong Buy This recommendation is used for stocks whose current market price
offers a deep discount to our 12-Month target price and has an
>20% upside potential in excess of 20%
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%
I 0%-10% Hold This recommendation is used for stocks whose current market price

10-20%

offers a discount to our 12-Month target price and has an upside
; . : : ; ; potential between 0% to 10%

Strong Buy Hold Neutral Neutral This recommendation is used for stocks whose current market price

Buy offers a premium to our 12-Month target price and has a downside
0% o 0% sid_e potential betwm_—*:en_O% to -10% i

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 between -10% to -20%

-10to -
20%% 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
>-20% side potential in excess of 20%

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

Disclaimer

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.



