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Rating : BUY 

2Q22 Net Profit lower than our estimate 
 
Jarir Marketing Company reported a decrease in net profit to SAR 
177 Mn in 2Q22 from SAR 189 Mn in 2Q21, missing our estimate of 
SAR 246 Mn. The decrease in profit was due to a marginal drop in 
sales but decline in profit was exacerbated by a decline in gross 
margin discount offered by the company to boost smartphones 
sales. 

 
P&L highlights 
 
Revenue declined marginally 0.2% YOY to SAR 2,010.5 Mn in 2Q22 
due to decline in sales of computers, computer supplies, 
smartphones and related accessories. While cost of sales rose 0.5% 
YOY to SAR 1,762 Mn in 2Q22 due to discount offered to customers 
to boost smartphone sells. Thus, gross profit fell 5.1% YOY to SAR 
249 Mn in 2Q22. Gross margin also declined from 13.0% in 2Q21 
to 12.4% in 2Q22. Total opex declined from SAR 66 Mn in 2Q21 to 
SAR 57 Mn in 2Q22. While selling and marketing expense increased 
in 2Q22 compared to 2Q21 due to increase in expense to support 
sales. The company also recorded a capital gain from sale of SAR 
10 Mn property in the Raka district of Khobar. Operating profit of 
the company declined 2.1% YOY to SAR 192 Mn in 2Q22.  

 
Balance Sheet highlights 
 
As of 31 March 2022, the company remains debt free. Total lease 
liabilities stood at SAR 687 Mn in 1Q22. Cash and cash equivalents 
stood at SAR 234 Mn in 1Q22. Jarir generated SAR 65.0 Mn in cash 
flow from operations in 1Q22 compared to SAR 62.7 Mn in 1Q21 
due to decline in working capital.  
 
Target price and rating 
 
We assign a BUY rating on Jarir Marketing Co. with a revised target 
price of SAR 175.0. Jarir share price corrected 27.3% since begin-
ning of 2022. The company revenue declined 5.5% YOY to SAR 
4,297.4 Mn in 1H22 due to decline in sales across all segments 
namely, school stationery, smartphones, accessories, computer 
supplies. It also recorded a decline in profitability and margins due 
to discounts offered to customers to stimulate sales. The company 
is using a variety of marketing techniques to boost sales in its E-
commerce division, which will enable them to grow their online 
sales. In addition, Jarir also plans to open seven new showrooms in 
2022. It plans to increase product offering of supplies for govern-
ment and private sector from 100 items to 280 items which will 
help in new winning contracts. The company is already underway to 
conclude a contract with Al Rajhi. Jarir also expects shortage of 
electronic products to ease from August 2022 which will increase 
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product offering and further help in growing sales during 2022. It entered into partnership agreement 
with several local banks to offer financial solution to pay for purchases in easy installments. These initia-
tives would help Jarir in growing sales during 2022. The company also adopted a new strategy of sacrific-
ing margin to gain market share and seek to negotiate competitive prices of supplies from suppliers. It 
will continue to adopt this strategy for expansion in Saudi Arabia, Kuwait, the UAE, and Bahrain, and oth-
er countries. Based on 2022 financial, Jarir is trading at an attractive dividend yield of 5.5% compared to 
sector average of 4.2%. Considering all these factors, we assign a BUY rating on the stock. 

Jarir Marketing Co. –2Q22 

Jarir  - Relative valuation           

(at CMP) 2018 2019 2020 2021 2022F 

PE(X) 18.0 17.5 17.2 17.4 17.9 

PB(X) 10.2 10.5 10.0 9.8 9.7 

EV/EBITDA 17.9 15.1 14.3 15.1 14.8 

Dividend yield 6.3% 5.7% 5.3% 5.5% 5.5% 

FABS Estimates & Co Data      

Jarir - P&L           

SAR mm 2Q21 1Q22 2Q22A 2Q22F Var. YOY Ch QOQ Ch 2021 2022F Change 

Sales 2,015 2,287 2,011 2,299 -12.5% -0.2% -12.1% 9,088 9,132 0.5% 

Cost of Sales -1,753 -1,962 -1,762 -1,977 -10.9% 0.5% -10.2% -7,859 -7,872 0.2% 

Gross profit 262 325 249 322 -22.8% -5.1% -23.5% 1,229 1,260 2.5% 

Total opex -66 -67 -57 -69 -18.0% -14.0% -15.1% -268 -268 -0.2% 

Operating profit 196 258 192 253 -24.1% -2.1% -25.7% 961 993 3.3% 

Zakat -5 -7 -15 -7 112.2% 182.6% 110.9% -27 -35 27.4% 

Net Profit 189 251 177 246 -28.1% -6.4% -29.5% 992 966 -2.6% 

         FABS estimate & Co Data  

Jarir -Margins  
             

  2Q21 1Q22 2Q22A YOY ch QOQ ch 2021 2022F Change 

Gross profit margin 13.0% 14.2% 12.4% -64 -185 13.5% 13.8% 27 

Operating profit margin 9.7% 11.3% 9.5% -18 -175 10.6% 10.9% 29 

Net Margin 9.4% 11.0% 8.8% -58 -218 10.9% 10.6% -34 

FABS estimate & Co Data 
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DISCLAIMER 

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-

modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-

change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-

vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-

tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-

nancial instrument.  The information, opinions and material in this report have been obtained and derived from 

publicly available information and other sources considered reliable without being independently verified for 

their accuracy or completeness.  FABS gives no representation or warranty, express or implied, as to the accu-

racy and completeness of information and opinions expressed in this report.  Opinions expressed are current 

as of the original publication date appearing on the report only and the information, including the opinions 

contained herein, are subject to change without notice.  FABS is under no obligation to update this report. The 

investments referred to in this report might not be suitable for all recipients.  Recipients should not base their 

investment decisions on this report and should make their own investigations, and obtain independent advice, 

as appropriate.  Any loss or other consequences arising from the uses of material contained in this report shall 

be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-

sequence.  The value of any investment could fall as well as rise and the investor may receive less than the 

original amount invested. Some investments mentioned in this report might not be liquid investments, which 

could be difficult to realise in cash.  Some investments discussed in this report could be characterised by high 

level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material 

contained in this report.  No part of this report may be reproduced, utilised or modified in any form either in 

whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including 

photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.  

While utmost care has been taken to ensure that the information provided is accurate and correct, neither 

FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the 

recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/

restrictions. 
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