
 

   
 

 

 
Public 

 

Khalid Al-Obaid 
khalid.al-obaid@riyadcapital.com  

+966-11-203-6815 

 

Riyad Capital is licensed by the Saudi Arabia 

Capital Market Authority (No. 07070-37) 

 
 

 Niche in Electronic Devices 

DCF valuation at SAR 307 million (SAR 219/share) 
Our SAR 307 million (SAR 219 per share) valuation is based on Discounted Cash 

Flows using a cost of equity of 6.6% and cost of debt of 1.06%. While Alhasoob has 

a strong financial position, good profitability and a potential for future growth, the 

stock price has increased by +90% in the last 9 sessions, going beyond what we 

believe is fundamentally justified. Thus, we initiate coverage with a Sell stance. 

Future demand fueled by private sector expansion  

The Kingdom has lunched several programs and incentives for the private sector, 

which we believe will result in an increase in the number of local small and medium 

enterprises (SMEs) and its contribution in the GDP during the upcoming years. 

Consequently, we expect the future demand for electronic devices will be fueled 

by the growth in private sector. 

Regional Headquarters Program (RHQ)  

44 further Multinational Companies (MNCs) have decided to make Riyadh their 

regional headquarters as announced by the Royal Commission for Riyadh City 

(RCRC) in November 2021. It is anticipated that more multinational companies will 

relocate their regional headquarter to the Kingdom, which we believe will stimulate 

the demand for computers and offices supplies. 

Chips shortage to increase global prices 

As supply chain is disrupted globally, coupled with the continuous rise in demand 

for consumer electronics devices during Covid-19 pandemic, semiconductor 

manufacturers across the world are continuing to feel the pressure. As a result, it’s 

expected that supply shortages could give an upward push to prices and shrink 

retail sales and margins for semiconductor intensive devices such as computers, 

laptops and smartphones. 

Strong customers base 

The Company boasts a solid customer base of about 362 clients as on December 

31, 2020. The wholesale division contributes 91.8% of sales and the largest six 

customers contributed 15.5% of total sales, indicating that the company doesn’t 

rely on a limited number of clients. 

Net income jumps +66% Y/Y in 2020  

Net income, despite COVID-19 and the impact of lockdowns, rose by +66% Y/Y in 

2020 to reach SAR 11.03 mln, we assume that the net income will decline by -2% 

Y/Y in 2021 but we expect a CAGR of +3.6% between 2022- 2026. 
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Market Data 
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Table 1: Key Financial Figures and Ratios (2020-2026) 
       

 

  2020 2021E 2022E 2023E 2024E 2025E 2026E 

Income Statement (SAR mln)   

Sales  255  237   249   262   282   303  327 

Gross Profit  20   20   20   21   23   24  26 

EBIT  12   12   11   11   13   14  15 

Net Income   11   11   10   11   12   13  14 
         

Key Ratios (%)        

Gross Margin 7.9% 8.3% 8.0% 8.0% 8.0% 8.1% 8.1% 

EBIT Margin 4.6% 4.9% 4.4% 4.4% 4.4% 4.4% 4.5% 

Net Margin 4.3% 4.6% 4.1% 4.1% 4.2% 4.2% 4.2% 
       

 

 

Source: Alhasoob Prospectus, Riyad Capital 
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 Macro and Sector Overview  

Historically, the Saudi economic growth has been fueled by the petroleum and 

energy sector revenues. However, the Kingdom launched Vision 2030 with the 

purpose of transforming and enhancing the Saudi economy's structure into a more 

diversified and sustainable one by reducing oil dependence through a series of 

economic and financial reforms. 

 

After the pandemic, the economy is recovering 

Despite the pandemic's rapid developments and negative effects, initiatives to 

stimulate the economy and support the private sector, such as those by the Saudi 

Central Bank (SAMA)’s support to SMEs through the Deferred Payment Program, 

as well as enabling the banking sector by liquidity injection, contributed to a gradual 

recovery of the Kingdom’s economy during 1H2021. 

We expect the recovery to continue in the near term, due to the pandemic’s 

gradual decline, accelerating vaccine distribution, the easing of travel restrictions, 

along with the recent decision by the government of reopening the economic 

activities. According to the Pre-Budget statement of 2022 by MoF, the real GDP is 

anticipated to increase by +2.6% in 2021 which is expected to be driven by the 

growth in the non-oil sector by +4.2% Y/Y, as a result of the continued 

implementation of the vision 2030 programs and projects, and the development of 

promising economics sectors.  

 

 

 

 

 

 

 

 

 

 

 
PMI steady rise represents positive sign for private sector growth 

Business conditions in Saudi Arabia’s non-oil economy continue to strengthen. 

Saudi Arabia Purchasing Managers’ Index (PMI) has maintained its level above 50 

points since September 2020, indicating the continuous recovery in the non-oil 

private sector from Covid-19 pandemic. PMI posted 58.6 points in September 

2021, signaling the strongest improvement in non-oil operating conditions since 

August 2015 and 56.9 points in November 2021. Despite a decline in the last two 

months, the index was in line with the long-run series average. According to IHS 

Markit, the upturn in demand was widely driven by a recovery in spending in the 

domestic economy following the loosening of Covid-19 restrictions, including on 

travel. 

 

 

Exhibit 1: Real Gross Domestic Product (GDP) (bln SAR) 

 

Source: The general authority for statistics (GASTAT), Ministry of Finance (MoF), Riyad Capital 
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Saudi unemployment recovers, female unemployment at lowest level 

The unemployment rate continued to recovery from Covid-19 pandemic. Saudi 

unemployment rate stands at 11.3% in the third quarter of 2021 compared to 

14.9% and 12.0% in the third quarter of 2020 and 2019 respectively. Moreover, 

Saudi female unemployment rate declined significantly from 30.9% in the third 

quarter of 2018 to 21.9% in the last quarter. We anticipate that rising female 

employment rates in the Kingdom will result in higher household income and 

increased consumer demand for goods and services. 

 

 

 

 

 

 

 
Favorable demographical and population dynamics  

KSA population has grown at a CAGR of 1.6% since 2015. Urban population 

comprise 84.3% of the overall population compared to 83.2% in 2015. The 

Kingdom's Vision 2030 aims to make the capital Riyadh one of the top 10 city 

economies in the world by 2030, with a population growth to 15-20 million people. 

13.1 million or 37.8% of Saudi population are under the age of 24. Thus, employable 

portion of the youth is expected to grow dramatically in the upcoming years. 

 

 

 

 

 

 

 

 

 

 

 

Exhibit 2: Purchasing Managers’ Index (PMI) in Saudi Arabia 

 

Source: IHS Markit, Riyad Capital 
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Table 2: Kingdom's Unemployment Statistics (%) 
        

        3Q2018 3Q2019 3Q2020 3Q2021 

Saudi Unemployment Rate - Male 7.5% 5.8% 7.9% 5.9% 

Saudi Unemployment Rate - Female 30.9% 30.8% 30.2% 21.9% 

Saudi Unemployment Rate   12.8% 12.0% 14.9% 11.3% 

Unemployment rate 6.0% 5.5% 8.5% 6.6% 
        

Source: The general authority for statistics (GASTAT), Riyad Capital 

 

Exhibit 3: 38% of the Population Below 24 Years 

 

Source: World Bank, Riyad Capital 
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98% of the population were active internet users in 2020 

A large portion of the population in KSA belong to the young generation with 

technology background. At the same time, the older generation is also familiar with 

the technology usage due to the life style in KSA. Therefore, almost of 96% of the 

population are Active Internet Users in 2019, which is near to ranges observed in 

other highly developed markets. In addition, due to the widespread use of remote 

learning and working solutions during the lockdowns related to COVID-19 

pandemic in 2020, the percentage increased from 96% in 2019 to 98% of the 

population in 2020.  

 

 

 

 

 

 

 

 

 

 

 

 

Demand for electronic & electric devices 

SAMA's POS transaction value data for Electronic & Electric Devices showed a 

negative growth in the first three quarters of 2021, after a huge increase of +31% 

in 2020 compared to 2019. We believe the demand for Electronic & Electric Devices 

faces a challenge represented by the shortfall in global supply chain which is 

expected to cause a hike in the prices for Electronic & Electric Devices starting 

from 2022. On the other hand, as part of the National Investment Strategy (NIS), 

the Kingdom announced its plan to draw global companies to set up Regional 

Headquarters (HQs) in the capital Riyadh. Recently a total of 44 multinational 

companies (MNCs) opted to make Riyadh their regional headquarters which is 

expected to boost the demand for the upcoming period. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Exhibit 4: Individuals Using the Internet (% of population) as of 2019 

 

Source: World Bank, Riyad Capital 
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Exhibit 5: Point-of-sale (POS) Transactions Value for Electronic & Electric Devices (SAR bln) 

 

Source: Saudi Central Bank (SAMA), Riyad Capital 
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Future demand fueled by private sector's expansion 

As a component of Vision 2030, the Kingdom is targeting to increase private 

sector's contribution in GDP from 40% to 65% by 2030. Consequently, the Saudi 

government has lunched several programs and incentives for the private sector, 

which we believe will result in an increase in the number of local small and medium 

enterprises (SMEs) in the following years. Furthermore, the Saudi government has 

attempted to attract foreign investors to invest in Saudi Arabia, by easing some 

restriction on foreign investments and enabling companies and investors to issue 

investment licenses quickly and easily. This step, according to the Saudi Press 

Agency, would contributes to strengthening the Kingdom’s reforms implemented 

to make it easier to do business in the Kingdom. During the first half of 2021, 

foreign investments in new entities soared 108% Y/Y to reach 1,054 entities. We 

believe the increase in foreign investments and international private sector 

participation in the economy in Saudi Arabia will continue due to the continuous 

easing in foreign investments restrictions and the government incentive for the 

private sector. 

The National Strategy for Digital Transformation 

The Kingdom’s Vision 2030 relies heavily on modern technology and information 

technology, where the National Transformation Program was launched in 2017, as 

one of its objectives is the aim to automate information in all sectors within the 

country, thereby contributing to increasing the productivity of government 

institutions, making them more effective and competitive, as well as achieving 

excellence in Government performance and the establishment of many digital 

programs, with the aim of serving the business sector. The Saudi government has 

developed five-year plans within three action plans in order to achieve quality and 

efficiency by replacing traditional procedures with digital ones. Its goal is to 

digitally reinvent the government in order to make services more accessible. We 

believe that The National Transformation Program (NTP) and Vision 2030 also 

present opportunities for the demand of electronic devices throughout the 

Kingdom. 

Regional Headquarters Program (RHQ)  

Based on Riyadh strategy 2030, the Kingdom is working on shifting multinational 

companies’ regional headquarters to the Kingdom. To do so, the Saudi 

Government decided not to contract with any foreign company or commercial 

institution with regional headquarters not located in the Kingdom, starting from 

2024. In November 2021, a total of 44 multinational companies (MNCs) decided to 

make Riyadh their regional headquarters as announced by the Royal Commission 

for Riyadh City (RCRC). It’s anticipated that more multinational companies will re-

allocate their regional headquarter to the Kingdom, which we believe will stimulate 

the demand for computers and offices supplies. 

Chips shortage to increase global prices  

With supply chain globally disrupted, coupled with the continuous climbing in 

demand for consumer electronics devices during Covid-19 pandemic, 

semiconductor manufacturers across the world are continuing to feel the 

pressure. As a result, the world's biggest chip producer announced its steepest 

price hike in 10 years of 10% to 20% increase in the price for chips, the price hike is 

set to take place starting from January 2022. It’s anticipated that supply shortages 

could give an upward push to prices in the future and shrink retail sales and margins 

for semiconductor intensive devices such as computers, laptops and 

smartphones. Additionally, it may also lead to delay the lunching of new products 

representing a serious challenge for the sector in 2022 and 2023. 
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   Company Overview  

Alhasoob Company was established in 1989 and is headquartered in Riyadh. The 

company's current activity is engaged in wholesale and retail trade in personal 

computers, laptops, printers, scanners, printers’ inks and other computer 

accessories, in addition to maintenance and operation of computers. 

The company relies on several main sales channels such as its own showrooms 

(through which wholesale trade is conducted), call centers, in addition to online 

shopping through the company's website. The company's client portfolio includes 

several private companies, individuals and some semi-governmental entities. 

 

Showrooms 

The company had 8 showrooms across the Kingdom. All the showrooms are rented 

by the company. The leased showrooms have a term of 4-20 years with rental end 

date at the end of 2023 for all the showrooms.  

 

The map below details locations of Alhasoob Company selling branches. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Exhibit 6:  Alhasoob Co. Branches 

 

Source: Alhasoob Prospectus, Riyad Capital 
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Sales segments 

29% of the revenues during the first half of 2021 came from Laptops, compared 

with 42% and 31% in 2020 and 2019, respectively. Personal computers 

contributed 21% of the revenue during the first half of 2021, compared with 25% 

and 22% in 2020 and 2019, respectively. Meanwhile, printers represent 28% of the 

revenue for the first half of 2021 compared with 12% in 2020. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Major shareholders 

There are two major shareholders for Alhasoob Company, their ownership Pre 

and Post IPO is as follows: 

 

Table 3: Major Shareholders of Alhasoob Co.     
      

   

Shareholders Name 
# of Shares (‘000) 

Pre-IPO 

Ownership% 

Pre-IPO 

# of Shares (‘000) 

Post-IPO 

Ownership% 

Post-IPO 

Hamad Ibrahim Al-Luhaidan    700 50% 560 40% 

AbdulKarim Ibrahim Al-Luhaidan   700 50% 560 40% 

Public 0 0% 280 20% 

Total 1,400 100% 1,400 100% 
      

   

Source: Saudi Exchange, Alhasoob Prospectus, Riyad Capital    

 

 

 

 

 

 

 

Exhibit 7: Sales by Segments 

 

Source: Alhasoob Prospectus, Riyad Capital 
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 Strengths and Competitive Advantages  

The wholesale trade for electronic devices is considered to be a one of the highly 

competitive activities in the Kingdom, due to the presence of many competitors 

with similar business model. Therefore, in order to expand their operations and to 

distinguish itself from its competitors, the Company needs to improve the loyalty 

of its clients, be cost efficient and have a stable and strong financial structure. 

Strong customers base 

The total number of clients reached 362 clients as on December 31, 2020 and the 

relationship with clients is based on direct purchase. The total number of clients at 

the end of the six-month period, which ended on June 30, 2021, amounted to 

about 230 clients. Wholesale division contributes 85.0% of Alhasoob Company 

sales as of the first half of 2021, compared to 91.8% and 88.2% in 2020 and 2019, 

respectively. It’s worth noting that no sale happened through online shopping 

website yet. 

 

 

 

 

 

Business-to- Business (B2B) business model is considered to be less exposed to 

seasonality risk, but at the same time it is preferable for the company to have a 

strong and diversified customer’s base and good relations with other potential 

clients. Thus, the largest six customers contributed only 8.8% of the total sales for 

the first six months period of 2021, compared to 15.5% in 2020 and 12.94% in 

2019. This indicates that the company doesn’t rely on limited number of clients. 

Wholesale and B2B segments growth potential  

We anticipate that attracting regional headquarters of multinational corporations 

to the Kingdom will be one of the main drivers of wholesale and retail sales growth 

in the future years as the new companies will require computers, laptops, printers 

and other office equipment. 

E-commerce for retails clients 

As of the first half of 2021, the company has not made any sales on its online 

shopping website. We believe the company has good potential to boost its sales 

for retails clients directly through its online shopping website or indirectly through 

online retails platforms such as noon.com. Additionally, we believe that growing its 

retail division market share would improve its profitability and margins, as 

wholesale distributors typically have lower margins than retail distributors. 

Expanding businesses in GCC  

The company also provides export services to its customers in UAE, where export 

sales reached about SAR 17.9 million in 2020 representing 7% of total sales. In 

2019, export sales were at SAR 2.8 million and contributed 1.4% of total sales. For 

the first half of 2021, the export sales increased by +101% Y/Y to reach SAR 14.5 

million representing 13.2% of total sales. 

 

 

 

 

 

 

 

Table 4: Classification of Alhasoob Company Clients  
        

 2019Y Sales 2020Y Sales 1H2021 Sales 

Wholesale division 88% 92% 85% 

Retail division 12% 8% 15% 

      

  

Source: Alhasoob Prospectus, Riyad Capital   

 

Table 5: Export Sales  
  

  

  

 

 2019Y  1H2020 2H2020 1H2021 

Exports (SAR’000) 2.8 7.5 10.4 14.5 

Exports as % of total sales 1% 6% 8% 13% 
      

   

Source: Alhasoob Prospectus, Riyad Capital   
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 Risk and Challenges 

The Company operates in a cyclical industry as they are affected by 

macroeconomic or systematic changes in the overall economy. We have identified 

a few risks and challenges facing Alhasoob Company below. 

Concentration risk in segments 

The company's sales depend on the sale of personal computers, laptops, printers, 

scanners, printers’ inks. The sales of laptops, personal computers and printers 

represent about 78% of total revenues as in the first half of 2019, and 79% in 2020. 

Accordingly, in the event that the company is unable to diversify its revenue 

segments by adding new products or developing future plans for expansion, this 

will negatively affect the company's sales and thus the operational and financial 

operations. 

Credit risk and doubtful debts  

Wholesales companies are facing risk in terms of managing their account 

receivables, the receivable turnover for Alhasoob Company has been improving 

over the last three years but it is still considered to be high. However, the Days 

Sales Outstanding was 30 days as at the end of 2020 compared to 50 days in 2018. 

Additionally, the provision for doubtful debts reached SAR 2.00 mln representing 

9% of total account receivable in 2020, which it’s something we are concerned 

about. 

Reliance on key personnel  

When the company was established in 1989, the owners were keen to attract 

qualified personnel to run the company’s operations. Accordingly, we are 

concerned that if the company loses any of its senior executives or qualified 

employees and is not able to hire alternatives with the same level of experience and 

qualifications at an appropriate cost to the company, this will have a negative 

impact on the company’s business, results of its operations and future prospects. 

Two suppliers represent 53% of COGS in 2020  

The company's total purchases rely on seven suppliers. The two key suppliers 

represent 53% of total COGS for the company during 2020. Accordingly, failure to 

pursue or maintain contractual relationships with its key suppliers may negatively 

affect the company's business and thus its financial results, which is one of the 

risks that the company may face in the future.  
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 Financial Analysis 

CAGR of +4.2% in sales between 2021- 2026 

Alhasoob Company’s sales witnessed an increase by +15% Y/Y and +22% Y/Y in 

2019 and 2020 respectively, to reach SAR 255 mln in 2020.  Laptops sales hiked by 

+67% Y/Y during 2020, while the sales of personal computers increased by +37% 

Y/Y, to reach SAR 108 mln and SAR 64 mln respectively, attributed to the higher 

demand for laptops and personal computers during the lockdown period as 

companies started working from home, along with, remote learning needs for 

students. On the other hand, the sales of printers and printers’ ink showed some 

slow down during 2020. The sales of printers increased by +7%Y/Y to reach SAR 30 

mln, while the sales of printers’ ink decreased by -35% Y/Y. The slowdown in the 

sales of printers and printers’ ink resulted from the precautionary measures during 

the pandemic. 

We assume Alhasoob Co. will continue to expand its selling operations across the 

Kingdom by adding more selling channels for its customers, along with improving 

the contribution of its shopping website in the total sales. Thus, we assumed a 

CAGR of +4.2% in sales between 2021- 2026 to reach SAR 327 mln in 2026. 

However, we estimate laptops sales to fall to SAR 75 mln in 2021 from SAR 108 mln 

in 2020 suggesting a -31% Y/Y decline, before rebounding to grow at +9.1% CAGR. 

Personal computers will be less affected by the easing of precautionary measures, 

we estimate that personal computers sales will reach SAR 53 mln in 2021 from SAR 

64 mln in 2020, a decrease by -16% Y/Y. than it will grow at +13.8% CAGR. Due to 

the increased dissemination of Covid-19 immunization, printer sales will rise to 

SAR 56 mln in 2021, up from SAR 30 mln in 2020. However, we predict printer sales 

will drop at a -8.1% CAGR between 2022 and 2026, since we believe consumer 

behavior will shift in the future years. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Exhibit 8: Total Revenues 2018-2026 (SAR mln) 

 

Source: Company Financials, Riyad Capital 
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Exhibit 9: Revenues by Segment 2019-2026 (SAR mln) 

 

Source: Company Financials, Riyad Capital 
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Stable gross margin  

Purchase of goods is the main component of COGS. The gross margin was almost 

stable between 7%-8% for the last three years. 

We believe that there are two factors that will have an impact on gross margin in 

the future. First, the global supply chain which we believe will put a higher pressure 

in the prices of electronic devices during 2021 and 2022. Secondly, the increase in 

the sale for retail division, which we assume will increase the contribution of retail 

division and will improve the overall gross margin for Alhasoob Company. 

We believe that gross margin will expand by +42 bps in 2021 to stand at 8.3% due 

to higher sales of printers which we assume to have higher gross margin. In 2022, 

we estimate the gross margin to decline to stand at 8.0% due to higher global 

prices of electronic devices and then to stabilize between 7.9% and 8.1%. 

 

 

 

 

 

 

 

 

 

 

Net Income jumps by 66% Y/Y in 2020 

Net income in 2020, despite COVID-19 and the impact of lockdowns, rose by +66% 

Y/Y to reach SAR 11.03 mln on back of the increase in revenues translating from 

higher sales in the laptops, personal computers and other computers accessories. 

We assume that the net income will decline by -2% Y/Y in 2021 and we expect a 

CAGR of +3.6% between 2022- 2026. 

Net margin expanded by +114 bps in 2020 to 4.3%, a result of the increase in gross 

profit by +34% Y/Y. Our expectations show a decrease in net margin in 2021 -2023, 

due to the company’s initiative to increase employment and improve the 

Saudization rate for the company, which may increase operating expenses. Also, 

there will likely be a decline in gross margins. Thereafter, net margins are expected 

to slightly increase to reach 4.2% in 2026. 

 

 

 

 

 

 

 

 

 

 

Exhibit 10: Gross Profit and Gross Margins 2018-2026 (SAR mln) 

 

Source: Company Financials, Riyad Capital 
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Exhibit 11: Net Income and Net Margins 2018-2026 (SAR mln) 

 

Source: Company Financials, Riyad Capital 
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Profitability 

Return on Equity (ROE) was at its highest level in 2019 at 98%, after that it declined 

sharply to stand at 44% in 2020, as a result of the capital increase of SAR 13.9 mln. 

The increase was met by transferring an amount SAR 13.9 mln from the amount 

due to related parties account to the capital. We assume that ROE for 2021 will 

increase Y/Y to stand at 48%, Afterward, it will decline to 37% in 2022 and will be 

stable with a slight increase going forward. 

Return on Assets (ROA) was at its highest level in 2020 at 17%. It increased from 

11% and 8% in 2018 and 2019, respectively. We believe ROA will decrease in 2021 

to 12% on back of the increase in inventory account. Thereafter, it will gradually 

increase to reach 16% in 2026. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Exhibit 12: ROE and ROA between 2018 -2026 (%) 

 

Source: Company Financials, Riyad Capital 
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 Valuation 

We have valued Alhasoob Co. on the basis of Discounted Cash Flows (DCF) 

valuation technique. We arrive at a valuation of SAR 307 million or SAR 219 per 

share. 

Discounted Cash Flows (DCF)  

To calculate the Weighted Average Cost of Capital (WACC), we have used the 

Saudi Arabia 10 Year Government Sukuk yield of 2.78% as the risk-free rate and an 

equity risk premium of 6.10% along with an adjusted Beta of 0.63. 

Our calculation calls for the equity and debt weight of 97.90% and 2.10% 

respectively, as of 2020 financials, while our cost of debt assumption is at 1.1% for 

Alhasoob Co. Therefore, applying the respective weights to cost of equity and cost 

of debt, we arrive at a WACC of 6.5%. 
 

Table 6: WACC Assumptions 
          

Cost of Equity 

Risk free rate   2.78% 

Equity risk premium   6.10% 

Beta     0.63 

Cost of equity     6.6% 

Equity Weight     97.9% 
        

Cost of Debt 

Cost of debt     1.06% 

Zakat      2.50% 

Debt Weight     2.10% 
        

WACC       6.5% 
          

Source:  Riyad Capital       

 

   SAR '000 2022 E 2023 E 2024 E 2025 E 2026 E

EBIAT (NOPAT) 10,288       10,756    11,727        12,621        13,650         

Depreciation 659             779          996              1,223          1,470           

Change in Working Capital 5,036          4,796      2,255          (270)            548               

Capital Expenditure (116) (123) (132) (142) (153)

Cash Flow to the firm 15,865       16,208    14,845        13,432        15,515         

Terminal Value 313,415       

Total FCFF 15,865       16,208    14,845        13,432        328,930       

Discounting Factor 0.94 0.88 0.83 0.78 0.73

Discounted Cash Flows 14,894       14,283    12,281        10,431        239,803       

Long-term Growth rate 1.5%

Enterprise value 291,692        

Less: Debt 1,400             

Plus Cash 16,702          

Equity Value 306,994        

Number of shares ('000) 1,400.0         

Fair value per share 219                

Table 7: Discounted Cash Flow Valuation

Source:  Riyad Capital
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 Financial Statements 

The following are the condensed Income statement and Balance Sheet for 

Alhasoob Company: 

 

 
 

 

  

Table 8: Income Statement

Income Statement (SAR mln) 2018 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E

Sales 181.9 208.7 255.4 236.7 248.7 262.0 282.3 303.1 326.9

Cost of Goods Sold (167.5) (193.7) (235.2) (217.1) (228.8) (241.2) (259.7) (278.7) (300.4)

Gross Profit 14.4 15.0 20.1 19.6 19.9 20.8 22.6 24.4 26.5

Selling expenses (3.5) (3.4) (3.3) (3.2) (3.3) (3.5) (3.8) (4.1) (4.4)

Administrative expenses (3.7) (4.4) (5.1) (4.9) (5.6) (5.8) (6.3) (6.9) (7.5)

Operating Income 7.3 7.1 11.7 11.6 11.0 11.5 12.5 13.5 14.6

Net other (expenses) income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Profit before zakat 7.3 7.1 11.8 11.6 11.0 11.5 12.5 13.5 14.6

Zakat (0.5) (0.5) (0.7) (0.7) (0.7) (0.7) (0.8) (0.8) (0.9)

Profit for the period 6.8 6.6 11.0 10.9 10.3 10.8 11.7 12.6 13.6

Gross Margin 8% 7% 8% 8% 8% 8% 8% 8% 8%

EBIT Margin 4% 3% 5% 5% 4% 4% 4% 4% 4%

Net Margin 4% 3% 4% 5% 4% 4% 4% 4% 4%

Source: Riyad Capital

Table 9: Balance Sheet

Balance Sheet (SAR mln) 2018 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E

Assets

Total Current Assets 61.4                        76.8                   65.0              80.0                    79.4                    78.7                      80.8                    82.6                      86.5                   

Total Non-Current Assets 0.1                           1.6                       1.6                  1.7                       1.7                       2.1                         2.3                       2.4                          2.3                      

Total Assets 61.4                       78.4                   66.5              81.7                   81.1                   80.8                     83.1                   85.0                      88.8                  

Liabilities & Equity

Total Current Liabilities 45.8                        56.4                   40.3              52.6                    51.5                    49.8                      50.0                    49.9                      51.3                   

Total Non-Current Liabilities 8.7                           15.2                   1.1                  1.0                       1.0                       0.9                         0.9                       0.9                          1.0                      

Total Liabilities 54.5                       71.6                   41.4              53.7                   52.5                   50.7                     51.0                   50.8                      52.3                  

Share Capital 0.1 0.1 14.0 14.0 14.0 14.0 14.0 14.0 14.0

Retained Earnings 6.8 6.7 10.0 11.9 11.4 11.8 13.9 15.9 18.2

Total Shareholders Equity 7.0                           6.8                      25.2              28.1                   28.6                   30.1                     32.2                   34.2                      36.5                  

Total Liab & Equity 61.4                       78.4                   66.5              81.7                   81.1                   80.8                     83.1                   85.0                      88.8                  

Source: Riyad Capital
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* The expected percentage returns are indicative, stock recommendations also incorporate relevant qualitative factors 

 For any feedback on our reports, please contact research@riyadcapital.com 

Disclaimer 
 

Riyad Capital is a Saudi Closed Joint Stock Company with Paid up capital of SR 500 million, licensed by the Saudi 

Arabian Capital Market Authority NO.07070-37. Commercial Registration No: 1010239234. Head Office: Granada 

Business Park 2414 Al-Shohda Dist. – Unit No 69, Riyadh 13241 - 7279 Saudi Arabia. Ph: 920012299.  

Riyad Capital may receive compensation from the Company for services rendered to it. Riyad Capital may be an 

advisor or underwriter in respect of a proposed offering of Securities by the Company.  

This document is being furnished to you solely for your information and may not be reproduced, redistributed or 

passed on to any other person. This document may not be directly or indirectly distributed into any jurisdiction 

where to do so would be unlawful. 

The information in this report was compiled in good faith from various public sources believed to be reliable. Whilst 

all reasonable care has been taken to ensure that the facts stated in this report are accurate and that the forecasts, 

opinions and expectations contained herein are fair and reasonable. Riyad Capital makes no representations or 

warranties whatsoever as to the accuracy of the data and information provided and, in particular, Riyad Capital 

does not represent that the information in this report is complete or free from any error. This report is not, and is 

not to be construed as, an offer to sell or solicitation of an offer to buy any financial securities. Accordingly, no 

reliance should be placed on the accuracy, fairness or completeness of the information contained in this report. 

Riyad Capital accepts no liability whatsoever for any loss arising from any use of this report or its contents, and 

neither Riyad Capital nor any of its respective directors, officers or employees, shall be in any way responsible for 

the contents hereof. Riyad Capital or its employees or any of its affiliates or clients may have a financial interest in 

securities or other assets referred to in this report. Opinions, forecasts or projections contained in this report 

represent Riyad Capital's current opinions or judgment as at the date of this report only and are therefore subject 

to change without notice. There can be no assurance that future results or events will be consistent with any such 

opinions, forecasts or projections which represent only one possible outcome. Further, such opinions, forecasts 

or projections are subject to certain risks, uncertainties and assumptions that have not been verified and future 

actual results or events could differ materially. The value of, or income from, any investments referred to in this 

report may fluctuate and/or be affected by changes. Past performance is not necessarily an indicative of future 

performance. Accordingly, investors may receive back less than originally invested amount. This report provides 

information of a general nature and does not address the circumstances, objectives, and risk tolerance of any 

particular investor. Therefore, it is not intended to provide personal investment advice and does not take into 

account the reader’s financial situation or any specific investment objectives or particular needs which the reader 

may have. Before making an investment decision the reader should seek advice from an independent financial, 

legal, tax and/or other required advisers due to the investment in such kind of securities may not be suitable for all 

recipients. This research report might not be reproduced, nor distributed in whole or in part, and all information, 

opinions, forecasts and projections contained in it are protected by the copyright rules and regulations.  
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