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Target Price: SAR160/share
Current Price: SAR139.8/share
Upside: 14% (+Div. Yield: 3.5%)
Rating: Overweight

Arabian Contracting Company (AlArabia)
Multiple levers in place. Raise TP to 160/share.

. AlArabia’s share price recently touched our prior target price of SAR140/sh. after
; winning the Airport deal along with better-than-expected 1Q23 numbers.

TASI ticker 4071

. We believe three levers are in place for the stock to move up further: a) Airport deal

Mcap (SARmn) 6,990 details b) 1-Riyadh contract win c) Faden acquisition approval.
Avg. Trd. Val (3m) (SARmn) 19.2 W . . SAR160/sh ‘ ine f h devel

L}
Free float 30.0% e raise our target price to /sh. post factoring for these developments
QF! holding 7.9% conservatively + better than expected 1Q23 results and maintain our Overweight rating.
TASI FF weight 0.18% Multiple Levers: AlArabia reported strong 1Q23 results, with revenue up 9% y/y (despite higher

Source: Bloomberg

base), operating profit up 42% y/y and net profit up 39% (12% above our estimate). This was
after the company had reported above IPO guidance for 2022 previously. The next leg of growth
is to come from 3 developments (2 of which were not factored in our valuation previously).

TASI vs AlArabia indexed to 100 ° Airport deal: The company won the Riyadh airport deal (~80 billboards) which was prev.
145 with JCDecaux in Riyadh. Other regions’ airport wins would have further upside. The
122 contract for 10 years may not be active before 1Q24 with size yet to be announced but
115 we assume this to contribute to a minimum of 5% of revenues (before consolidating
1:2 Faden). Ad pricing and accordingly margins are likely to be higher as per our view.

85 ° We also expect all the Riyadh municipality contracts to be now with a single player -
73 AlArabia. Out of 9 contracts, with 7 already with AlArabia this could contribute to
g: another atleast 10%. The submission for tenders were done to Remat in May and the
S RINIRIAIG % B result is expected in a few weeks. The contract would begin depending on when the
532 N 8 s g5¢8 s 4 § existing contracts with current parties expire, so this would come gradually over 2 years
——TASI ———AlArabia in our view if the company were to win it. We believe there could be a revenue sharing

Source: Bloomberg model but there could be a minimum guarantee, i.e., unless the revenues exceed a

threshold there would not be revenue sharing agreement.
° Faden acquisition is another factor which is not included in financials but is included in
our valuations separately as in our last note. It is awaiting regulatory approvals.
It is important to note that - the core business as such would not see much increase in the

number of billboards. We factor a decline of 150 static billboards to be replaced by 200 digital
Figure 1: Key financial metrics [Core business excluding Faden or new project wins]

Revenue 1,126 1,213 1,301 1,371
Revenue growth 56% 8% 7% 5%
P Dl Ay (s Gross Profit 487 566 629 686
¥966-11-834 8467 Gross Profit margin 43% 47% 48% 50%
Pritish.devassy@gibcapital.com Op. income 384 449 504 554
X Op. Profit margin 34% 37% 39% 40%
LIEHPAET I ER Net profit 275 326 389 440
+966-11-8348486 Net profit margin 24.4% 27% 30% 32%
Abdulaziz.alawwad @gibcapital.com EPS (SAR) 55 6.5 78 8.8
DPS (SAR) 3.8 42 5.4 6.6
P/E 21.6x 18.2x 15.3x 13.5x

Source: Company, GIB Capital
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billboards. Any increase in revenue would be mainly related to pricing which depends on
demand environment, and marketing spends of clients.

Overall our investment thesis remains intact that KSA outdoor
activities are structurally seeing a wave of transformation with multiple initiatives led by Vision
2030 programs and a pick-up in business/tourism activities. Additionally, the company is
strategically expanding its presence across the region. Along with this, the digitalization of
billboards (71% now to reach 80% by year end) helps in boosting returns without a proportional
increase in costs as a digital BB has c10 Ad faces as compared to two for a static BB, amplifying
the operating leverage.

Our valuation of SAR160/share is based on an average of DCF and P/E
(17x) methods for AlArabia giving us SAR140/share. To this we add SAR5/share for Faden and
add another SAR15/share (conservatively, assuming project wins) for the new project wins
thus giving us a valuation of SAR160/share. While the company has not won the 1 Riyadh
project yet, we believe it could be mostly likely won by the company. Downside risks are
global recessions, lower than expected benefits from Riyadh/Jeddah seasons, return of the
pandemic, reputational risk, cost inflation of BB-related infrastructure, cancellation of
contracts, and higher than expected lease liabilities. The stock is thinly traded and hence may
remain volatile.
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This research report has been prepared by GIB Capital, Riyadh, Saudi Arabia. It has been prepared for the general use
of GIB Capital’s clients and may not be altered, redistributed, retransmitted or disclosed, in whole or in part, or in any
form or manner, without the express written consent of GIB Capital. Receipt and review of this research document
constitute your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or
information contained in this document prior to public disclosure of such information by GIB Capital. The information
contained was obtained from various public sources believed to be reliable, but we do not guarantee its accuracy. GIB
Capital makes no representations or warranties (express or implied) regarding the data and information provided and
GIB Capital does not represent that the information content of this document is complete, or free from any error, not
misleading, or fit for any particular purpose. This research document provides general information only. Neither the
information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities
or other investment products related to such securities or investments. It is not intended to provide personal
investment advice and it does not take into account the specific investment objectives, financial situation and the
particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other
investment or investment strategies discussed or recommended in this document and should understand that
statements regarding future prospects may not be realized. Investors should note that income from such securities or
other investments, if any, may fluctuate and that the price or value of such securities and investments may rise or fall.
Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain
investments. Accordingly, investors may receive back less than originally invested. GIB Capital or its officers (including
research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or
short positions in securities, warrants, futures, options, derivatives, or other financial instruments. GIB Capital may from
time to time perform investment banking or other services for, solicit investment banking or other business from, any
company mentioned in this research document. GIB Capital and employees, shall not be liable for any direct, indirect
or consequential loss or damages that may arise, directly or indirectly, from any use of the information contained in
this research document. Where the report contains or refers to a recommendation about a specific security or securities
service, please note that it may not be suitable for all recipients. Please note that the achievement of any price target
may be impeded by general market and economic trends and other external factors, or if a company’s profits or
operating performance exceed or fall short of our expectations. The subjectivity in future expectations is complex and
may miss actual or reported numbers .

This research document and any recommendations contained are subject to change without prior notice. GIB Capital
assumes no responsibility to update the information in this research document. This research document is not directed
to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law, or
which would subject GIB Capital to any registration or licensing requirement within such jurisdiction

The principal activities of GIB Capital are Dealing, Custody, Managing, Arranging and Advising pursuant to the Capital
Market Authority (“CMA”) License No. 07078-37.

We use a rating system based on potential upside, 1 year from today, referred to as the Target price. For “Overweight”
ratings, the estimated upside is >10%, for “Underweight”, the estimated downside is <10%. For returns in between +/-
10%, we have a Neutral rating.

Contact us for queries:

Pritish Devassy, CFA, CPA

Sell Side Research Department,

GIB Capital,

B1, Granada Business & Residential Park,

Eastern Ring Road, PO Box 89589, Riyadh 11692
Pritish.devassy@gibcapital.com | www.gibcapital.com
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