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Pharma retail

Al Dawaa — margins disappoint

BUY:12M TP @ 78
Upside +13.9%

Valuation Summary (TTM)

Price (SAR) 68.50
PER TTM (x) 15.7
P/Book (x) 38
P/Sales (x) 09
EV/Sales (x) 1.3
EVIEBITDA (x) 96
Dividend Yield (%) 37
Free Float (%) 31%
Shares O/S (mn) 85
YTD Return (%) -13%
Beta 1.0
(mn) SAR usD
Market Cap 5,823 1,552
Enterprise value 10,175 2,747
Price performance (%) ™ 3M 12M
Al-Dawaa Medical Services -10% -12% -28%
Tadawul All Share Index 0% -1% -11%
Trading liquidity {,000) ™ 3M 6M
Avg daily turnover (SAR ,000) 6,558 5734 9,973
Avg Daily Volume (,000) 80 78 131
52 week High Low CTL*
Price (SAR) 98.20 65.75 42
*CTL is % change in CMP to 52wk low
Major shareholders
RESOURCES HOLDING CO 35%
RAMLAHOLDING GROUP 20.0%
Fahd Al Saud Turki M 13.8%
Cthers 31.2%
Cther details
Exchange Saudi Arabia
Sector Pharma Retail
Index weight (%) 0.2%
Key ratios 2022 2023 2024
EPS (SAR) 3.59 3.87 4.35
BVPS (SAR) 12.88 1545 17.13
DPS (SAR) 0.00 2.50 2.50
Payout ratio (%) 0% 65% 57%
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Al Dawaa Medical Services Co. (Dawa) reported 2Q25 revenue of SAR
1.68bn, broadly in line with our expectations and up 6.3% YoY. For 1H25,
total revenue reached SAR 3.3bn, representing a 7.5% YoY increase.
Within this, the retail segment which contributes about 93% of sales
recorded modest growth of 1% YoY, while the wholesale segment
performed better with a 4.3% YoY increase in 2Q25. Dawa benefits from
an omni-channel presence, strong partnerships with the government, and
the second-largest network of outlets in Saudi Arabia. However, despite
these advantages, the company faces growing competition from newer
players and continues to work on defending its market share. While the
current revenue run rate appears satisfactory, we anticipate slower
growth in 2H25.

Gross margins declined on both a YoY and QoQ basis, down 219bps and
160bps respectively. The contraction was driven by expansion-related costs,
higher contributions from the lower-margin online channel, and government
contracts. Operating expenses, particularly distribution and administration
costs, grew faster than revenue, compressing operating margins by 137bps
YoY. As a result, operating profit declined 10.9% YoY in 2Q25. Finance costs
remained stable, while a declining tax rate over recent quarters provided some
cushion to earnings. Net profit fell to SAR 87mn in 2Q25, down 9.7% YoY and
17.5% below our estimates, primarily due to weaker margins. We expect margin
pressure to persist into 2H25. For the 1H25 net profit stood at SAR 192mn
(+0.3% YoY).

In light of these results, we lower our 2025e revenue forecast to SAR 6.8bn
(from SAR 7.1bn) and net profit to SAR 404mn (from SAR 417mn). Accordingly,
we cut our target price to SAR 78 per share, implying an upside of 13.9%. With
the stock trading at its lowest level since IPO, we see limited downside from
here and maintain a BUY rating based on the potential upside from current
levels.

Valuation and outlook: Al Dawaa has consistently faced challenges in
defending its market share, requiring ongoing expansion, cost optimization, and
customer retention through innovation. These initiatives have driven higher
capex and operating expenses, placing pressure on margins. Despite this, the
broader Saudi pharmaceutical retail story remains strong, and Al Dawaa stands
as one of its key beneficiaries. Participation in government programs is
expected to provide an additional growth catalyst that peers may struggle to
replicate. We anticipate gross margins will remain under pressure and, as a
result, we adopt a more moderate outlook on the stock. However, the recent
sharp decline in share price has brought valuations down to an all-time low of
14.4x 2025¢ PE. At current levels, we view the risk—reward profile as favorable.
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Income Statement (In SAR mn) 2020 2021 2022 2023 2024 2025e¢ 2026e 2027e 2028e
Revenue 4962 5,034 5372 5741 6451 6,858 7459 7911 8,402
Direct Costs -3,081 -3,140 -3,353 -3,635 4,158 -4395 -4,717 -5011 -5331
Gross profit 1,881 1,894 2,020 2107 2,293 2463 2,742 2,900 3,071
Selling and distribution expenses -1,381 -1510 -1,518 -1500 -1,642 -1,783 -1939 -2,057 -2,185
General and administrative expenses -107 -118 -133 -127 -135 -140 -186 -198 -210
Operating profit 393 266 369 466 514 541 616 645 676
EBITDA 702 600 724 830 906 944 1,025 1,076 1,130
Finance costs -155 -83 -117 -124 -122 -118 -119 -111 -111
Other costs 23 63 66 - - - - - -
Profit before tax 261 246 318 342 392 422 497 534 565
Income tax and Zakat -15 -7 -12 -13 -22 -18 -25 -27 -28
Net profit 246 239 305 329 370 404 472 508 537
Balance Sheet (in SAR mn) 2020 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Property, plant and equipment 658 823 942 995 1,059 995 1,071 1,144 1,214
Right of use assets 756 1,046 1586 1476 1,448 1565 1,581 1,597 1,613
Other non current assets 236 286 182 230 85 85 85 85 85
Non-current assets 1,651 2,155 2,710 2,701 2,592 2,645 2,737 2,826 2,911
Inventories 1,324 1,332 1,082 1310 1477 1626 1,745 1,854 1,973
Accounts receivable and prepayments 530 496 564 447 748 891 970 1,028 1,092
Bank balances and cash 38 46 139 54 48 49 75 43 116
Other current assets 2 1 2 3 3 2 2 2 2
Current assets 1,893 1,875 1,786 2,007 2,444 2,740 2,892 3,028 3,283
ASSETS 3,544 4,031 4,497 4,707 5,036 5385 5629 5854 6,195
Share capital 10 850 850 850 850 850 850 850 850
Reserves 109 68 -4 84 -3 -3 -3 -3 -3
Retained earnings 994 71 249 379 609 801 1,030 1,255 1,487
EQUITY 1,113 989 1,095 1,313 1,456 1,648 1,878 2102 2,334
Lease liabilities 576 812 1,374 1,308 1,278 1,279 1279 1279 1,279
Employee defined benefits 104 125 132 140 167 176 189 200 213
Term loans - - 277 150 - 150 100 150 150
Non-current liabilities 680 938 1,783 1,598 1,445 1605 1,568 1,630 1,643
Accounts payable and accruals 456 532 534 822 1205 1318 1415 1503 1,599
Lease liability 189 227 203 184 201 191 191 191 191
Bank overdrafts Short term loans 891 1,156 778 662 620 520 470 320 320
Other current liabilitie 216 189 103 128 107 101 107 107 107
Current liabilities 1,751 2,104 1,618 1,796 2,134 2131 2184 2122 2,218
LIABILITIES 2431 3,042 3,401 3,394 3579 3,736 3,752 3,752 3,860
EQUITY AND LIABILITIES 3,544 4,031 4497 4,707 5,036 5385 5629 5854 6,195
Cash Flow (In SAR mn) 2020 2021 2022 2023 2024 2025e 2026e 2027e 2028e
Cash from operations 378 670 778 726 683 825 810 889 935
Investing cash flow -282 -378 -283 -168 -98 -114 -261 =277 -294
Financing cash flow -184 -298 -347 -642 -592 -710 -522 -645 -568
Change in cash 47 8 93 -85 -7 1 26 -32 73
Beginning cash 85 38 46 139 54 48 49 75 43
Ending cash 38 46 139 54 47 49 75 43 116
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Ratio Analysis 2020 2021 2027e 2028e
Per Share
EPS (SAR) 2.90 2.81 3.59 3.87 4.35 4.76 5.55 5.97 6.32
BVPS (SAR) 13.09 1164 1288 1545 1713 1939 2209 2473 27.46
DPS (SAR) - 1.25 - 250 250 2.85 3.33 3.58 3.79
FCF per share (SAR) 1.13 343 5.83 6.56 6.89 8.36 6.45 7.20 7.54
Valuation
Market Cap (SAR mn) 6,205 6,205 6,112 8,993 6,664 5,704 5704 5704 5704
EV (SAR mn) 8,279 8,886 8,862 11914 9,921 8964 8985 8,955 8,978
EBITDA 702 600 724 830 906 944 1,025 1,076 1,130
P/E (x) 252 259 20.0 27.3 18.0 14.1 121 11.2 10.6
EV/EBITDA (x) 11.8 14.8 12.2 14.3 10.9 9.5 8.8 8.3 7.9
Price/Book (x) 6.5 7.3 6.6 55 5.0 4.4 3.8 34 3.1
Dividend Yield (%) 00% 1.7% 00% 24% 32% 4.3% 5.0% 53% 5.6%
Price to sales (x) 1.3 1.2 11 1.6 1.0 0.8 0.8 0.7 0.7
EV to sales (x) 1.7 1.8 1.6 21 15 1.3 1.2 1.1 1.1
Liqgiudity
Cash Ratio (x) 0.02 0.02 0.09 0.03 0.02 0.02 0.03 0.02 0.05
Current Ratio (x) 1.08 0.89 1.10 1.12 1.15 1.29 1.32 143 1.48
Quick Ratio (x) 0.33 0.26 0.44 0.39 0.45 0.52 0.53 0.55 0.59
Returns Ratio
ROA (%) 70% 59% 68% 7.0% 7.3% 7.5% 8.4% 87%  87%
ROE (%) 221% 242% 279% 251% 254% 245% 251% 241% 23.0%
ROCE (%) 13.7% 124% 106% 113% 128% 124% 13.7% 13.6% 13.5%
Cash Cycle
Inventory turnover (x) 23 24 3.1 28 28 2.7 2.7 2.7 2.7
Accounts Payable turnover (x) 6.8 5.9 6.3 4.4 3.5 3.3 3.3 3.3 3.3
Receivables turnover (x) 94 10.1 9.5 12.8 8.6 7.7 7.7 7.7 7.7
Inventory days 157 155 118 132 130 135 135 135 135
Payable Days 54 62 58 82 106 110 110 110 110
Receivables days 39 36 38 28 42 47 47 47 47
Cash Cycle 142 129 98 77 66 73 73 73 73
Profitability Ratio
Net Margins (%) 50% 48% 57% 57% 57% 5.9% 6.3% 64% 6.4%
EBITDA Margins (%) 14.1% 119% 135% 145% 14.0% 13.8% 13.7% 13.6% 13.4%
PBT Margins (%) 53% 49% 59% 6.0% 6.1% 62% 6.7% 6.8% 6.7%
EBIT Margins (%) 79% 53% 69% 81% 8.0% 7.9% 8.3% 82%  8.0%
Effective Tax Rate (%) 53% 49% 59% 6.0% 6.1% 62% 6.7% 6.8% 6.7%
Leverage
Total Debt (SAR mn) 2112 2,727 2,889 2975 3,305 3,309 3,356 3,294 3,390
Net Debt (SAR mn) 2,074 2681 2,750 2921 3,257 3,260 3,281 3,252 3,274
Debt/Total Assets (x) 0.6 0.7 0.6 0.6 0.7 0.6 0.6 0.6 0.5
Debt/Equity (x) 1.9 2.8 2.6 23 23 2.0 1.8 1.6 1.5

Net Debt/Equity (x) 1.9 2.7 2.5 22 2.2 2.0 1.7 1.5 1.4
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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%

0%-10% Hold This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside

10-20%

: ‘ potential between 0% to 10%

Strong Buy Hold Neutral g 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
side potential between 0% 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
10to - side potential between -10% to -20%
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%

-10% to 0%

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.



