INVESTMENT RESEARCH - Saudi Arabia

Result update

Dr. Sulaiman Al Habib Medical Services Group
Sector: Healthcare

e Topline growth powered by new capacity additions and comes in
line with our estimates.

e Margins come under pressure, as growth pangs limit bottom-line
growth, missing our estimates marginally.

e We continue to remain positive on Al Habib, as we consider the
pressure on margins to be temporary and expect the same to
recover as the new facilities utilization improve.

e We retain both our target price, at SAR 295 per share, and Buy rating
on Al Habib.

Dr. Sulaiman Al Habib Medical Services Group (Al Habib) reported strong top-
line growth, with revenue rising 16.4% YoY to SAR 3.5 bn in 3Q25. This
performance was driven by higher patient volumes, which boosted utilization
of existing beds, along with contributions from newly added capacity. Between
1Q24 and 2Q25, the company inaugurated six hospitals with a cumulative
capacity exceeding 1,500 beds. Reported revenue slightly surpassed our
estimate by 0.9%. Growth was primarily supported by a robust 17.0% YoY
increase in the hospital segment, while the pharmacy segment also posted
solid growth of 18.0% YoY, benefiting from improved hospital performance.
Gross profit rose 5.8% YoY to SAR 1.0 bn, though the gross margin declined
to 30.3% in 3Q25 from 33.3% in 3Q24. Margin pressure stemmed from the
higher fixed costs associated with recently opened hospitals. This margin
compression was broadly in line with expectations, albeit slightly lower than
our projected levels of 32.0%. Operating expenses increased 4.5% YoY,
mainly due to higher administrative costs, while finance costs surged 68.9%
following the commissioning of new facilities. Consequently, net income grew
modestly by 1.1% YoY to SAR 602 mn, coming in 3.1% below our estimates
due to lower-than-expected gross margins. Looking ahead, we expect
revenue growth to remain strong, supported by the continued rollout of new
facilities. However, margins are likely to stay under pressure relative to
historical levels in the short term. Al Habib has also announced two new
projects in Dammam and Riyadh, the former at a cost of SAR 988 mn with a
capacity of 145 beds, and the latter with an investment of SAR 991 mn and a
capacity of 160 beds. Construction is expected to begin in 4Q25, with
operations commencing by 2Q29 for both projects. In addition, the company
has leased land in Tabuk and Jubail and secured management contracts with
Amaala Hospital and Red Sea Hospital, all of which are upcoming facilities.
With most of these projects expected to commence operations in 2028 and
2029.

Valuation: Al Habib’s 3Q25 performance was characterized by strong top-
line growth, while net income increased at a relatively slower pace due to
margin pressure from newly opened hospitals. Although this was anticipated,
net income came in marginally below expectations. Nevertheless, we remain
confident in the company’s ability and proven track record of achieving
breakeven for new projects faster than its peers. With one phase of its
expansion completed, Al Habib has now outlined the next stage of capacity
buildup, providing solid growth visibility over the medium term. Overall, we
maintain our target price for Al Habib at SAR 295 per share and reiterate our
Buy rating.
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Key ratios

2022 2023 2024

EPS (SAR)
BVPS (SAR)
DPS (SAR)
Payout ratio (%)

4.72 5.85 6.62
16.80  18.53  20.50
3.48 4.32 4.77
74% 74% 72%

Price performance (%)
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308.00 227.70 14.9
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Revenue grows on increased patient flow Topline growth driven by hospitals and pharmacies
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Margins under pressure limiting profit growth Leverage increases and likely to remain high
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Finance cost increases as new hospitals comes into operation; this along with lower EBIT limits net income
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Income Statement (SAR mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Revenue 7,250 8,311 9,508 11,200 13,544 14,991 17,186 19,405
Cost of sales (4,920) (5,563) (6,238) (7,456) (9,332) (10,254) (11,669) (13,273)
Gross profit 2,330 2,748 3,270 3,744 4,212 4,737 5517 6,132
Operating expenses (864) (1,048) (1,174) (1,388) (1,610) (1,755) (1,929) (2,114)
Operating profit 1,466 1,700 2,096 2,356 2,603 2,982 3,588 4,018
Other income 73 146 144 219 206 210 214 219
Net finance income (38) (49) (70) (163) (337) (337) (338) (339)
Earnings before tax 1,501 1,797 2,170 2,413 2,472 2,856 3,464 3,898
Tax (114) (108) (69) (43) (44) (51) (62) (70)
Net income pre minority interest 1,387 1,689 2,101 2,370 2,427 2,804 3,402 3,828
Minority interest (11) (38) (55) (55) (78) (90) (109) (122)
Net income post minority interest 1,377 1,651 2,046 2,315 2,350 2,714 3,293 3,705
Balance Sheet (SAR mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Property and equipment 6,653 7,937 11,163 14,773 15,716 16,808 18,129 18,676
Other non-current assets 41 487 498 465 480 496 511 527
Total non-current assets 6,694 8,424 11,660 15,239 16,196 17,303 18,640 19,204
Trade receivables 899 742 703 1,110 1,343 1,486 1,704 1,924
Inventories 407 490 543 847 1,060 1,165 1,325 1,508
Cash and cash equivalents 2,644 2,747 2,620 2,891 3,279 3,392 3,612 4,833
Other current assets 183 181 271 471 570 631 723 817
Total current assets 4,133 4,160 4,138 5,319 6,252 6,674 7,364 9,081
Total assets 10,827 12,584 15,798 20,558 22,448 23,977 26,005 28,285
Share Capital 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Total reserves 1,839 2,379 2,985 3,675 4,474 5,397 6,516 7,776
Minority interest 188 227 281 438 515 605 714 836
Total equity 5,527 6,106 6,766 7,613 8,489 9,502 10,730 12,113
Lease liabilities current portion 39 44 42 74 78 83 92 100
Short-term loans 318 168 96 96 96 95 95 95
Trade payables 805 961 1,280 1,840 2,303 2,530 2,880 3,275
Other current liabilities 886 1,417 1,881 2,151 2,693 2959 3,367 3,830
Total current liabilities 2,048 2,590 3,299 4,162 5,169 5,668 6,434 7,301
Non-current lease liabilities 253 277 235 333 348 372 413 450
Loans and borrowings 2,511 3,093 4,865 7,711 7688 7,666 7,643 7,621
Other non-current liabilities 489 518 633 739 754 769 785 800
Total non-current liabilities 3,253 3,888 5,733 8,783 8,790 8,807 8,841 8,871
Total Liabilities 5,300 6,478 9,032 12,945 13,959 14,475 15,275 16,172
Equity and liabilities 10,827 12,584 15,798 20,558 22,448 23,977 26,005 28,285
Cash Flows (SAR mn) 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Cash from operations 2,183 2,844 3,244 2,970 3,302 3,411 4,119 4,644
Cash from investments (1,248) (1,939) (3,487) (3,775) (1,354) (1,499) (1,719) (970)
Cash from financing (631) (801) 116 1,075 (1,559) (1,799) (2,181) (2,453)
Net changes in cash 305 103 (127) 270 388 113 220 1,221
Closing balance (C/b) 2,644 2,747 2,620 2,891 3,279 3,392 3,612 4,833




Ratios 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Per Share (SAR)

EPS 3.9 4.7 5.8 6.6 6.7 7.8 9.4 10.6
BVPS 15.3 16.8 18.5 20.5 22.8 25.4 28.6 32.2

DPS 2.8 3.5 4.3 4.8 4.4 5.1 6.2 7.0

FCF/share 2.7 2.6 (0.7) (2.3) 5.6 5.5 6.9 10.5

Valuations

M.Cap (SAR mn) 53,222 70,145 91,025 91,700 91,560 91,560 91,560 91,560

EV (SAR mn) 53,886 71,206 93,923 97,462 97,005 96,990 96,905 95,830

EBITDA (SAR mn) 1,781 2,010 2,408 2,777 3,032 3,420 4,034 4,487

P/E 38.7 42.5 44.5 39.6 39.0 33.7 27.8 24.7

EV/EBITDA 30.3 35.4 39.0 35.1 32.0 28.4 24.0 21.4

EV/Sales 7.4 8.6 9.9 8.7 7.2 6.5 5.6 4.9

P/BV 10.0 11.9 14.0 12.8 11.5 10.3 9.1 8.1

P/S 7.3 8.4 9.6 8.2 6.8 6.1 5.3 4.7

Div. yield 1.8% 1.7% 1.7% 1.8% 1.7% 2.0% 2.4% 2.7%
Liquidity

Cash Ratio 1.3 1.1 0.8 0.7 0.6 0.6 0.6 0.7

Current ratio 2.0 1.6 1.3 1.3 1.2 1.2 1.1 1.2

Quick ratio 1.8 1.4 1.1 1.1 1.0 1.0 0.9 1.0

Return ratio

ROA 12.8% 13.4% 13.3% 11.5% 10.8% 11.7% 13.1% 13.5%
ROE 258% 28.1% 31.5% 32.3% 29.5% 30.5% 32.9% 32.9%
ROCE 17.0% 17.6% 17.5% 14.9% 156% 16.8% 18.9% 19.7%
Cash cycle

Trade receivables 8.1 11.2 13.5 10.1 10.1 10.1 10.1 10.1

Inventory 121 11.3 11.5 8.8 8.8 8.8 8.8 8.8

Payable turnover 6.1 5.8 4.9 4.1 4.1 4.1 4.1 4.1

Receivables days 45 32 27 36 36 36 36 36

Inventory days 30 32 31 41 41 41 41 41

Payable days 59 62 74 89 89 89 89 89

Cash Cycle 16 2 (16) (12) (12) (12) (12) (12)
Profitability ratio

EBITDA margins 24.6% 242% 25.3% 248% 224% 228% 23.5% 23.1%
Operating margins 20.2% 20.5% 22.0% 21.0% 19.2% 19.9% 20.9% 20.7%
PBT margins 20.7% 21.6% 22.8% 21.5% 183% 19.0% 20.2% 20.1%
Net margins 19.0% 19.9% 21.5% 20.7% 17.3% 18.1% 19.2% 19.1%
Leverage

Total debt (SAR mn) 3,120 3,582 5238 8,215 8,209 8,217 8,243 8,266

Net debt (SAR mn) 476 835 2,618 5324 4,930 4,825 4,631 3,433

Debt/Total assets 28.8% 28.5% 33.2% 40.0% 36.6% 34.3% 31.7% 29.2%
Debt/Equity 56.5% 58.7% 77.4% 107.9% 96.7% 86.5% 76.8% 68.2%
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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
10% to 0% sid_e potential betwgenlo% to -10% :

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%

-10 to -
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.



