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 Preeminent Healthcare Exposure  

 

We target a price of SAR 90; stock up +80% from IPO price  

Our DCF valuation points to a target price of SAR 90.00, close to the current market price. 

Having declared a SAR 0.90 DPS for 1H, we expect a dividend yield of just over 2% for 2020. 

The stock has performed brilliantly at the Tadawul, in line with our expectations, rising 

+80% from the IPO price of SAR 50.00. There is ample growth potential as bed capacity 

rises 62% (excluding Takhassusi expansion) while the Khobar hospital is still in ramp up 

mode. HMG’s competitive advantages and its ability to respond to challenges such as 2Q 

financial performance in the midst of a pandemic justifies a valuation premium over peers. 

Key risks to our valuation include delay in new projects and any extraordinary rise in 

provisioning. Our valuation takes into account three new announced projects (2-Jeddah; 

1-Riyadh). Elevated market value of the Company’s land bank versus book value is a 

potential upside for investors.  

 

LT positive outlook for the sector despite COVID-19 setback 

Macro and sector dynamics for healthcare in KSA are fundamentally favorable. Even by 

conservative World Bank estimates, KSA’s population is expected to grow to 45.1 million 

by 2050 from 33.6 million last year. Rising average age, with an estimated 50% over the age 

of 30 currently rising to 55%, combined with an increase in life expectancy suggests 

greater demand for healthcare. Lifestyle diseases such as diabetes and hypertension are 

prevalent. It is estimated that the private sector accounts for only 25% of the healthcare 

market in the country, which the government aims to augment to 35%. Emergence of 

COVID-19 impacted outpatient traffic severely for all hospitals in 2Q but HMG was able to 

come up with alternate channels such as video consultations to mitigate the impact.  

 

Technology, location, physicians and patient loyalty are key strengths 

HMG’s premier market brand is driven by a cutting edge technology infrastructure across 

all areas. Attracting and retaining top quality physicians has provided the pull. Prime 

location within cities and in neighborhoods helps with patient visits while a strategy of 

strong patient relationships transcends the need for relationships with insurance providers 

or corporates and gives HMG a competitive edge.   

 

Continuous growth is the mantra 

Three new hospitals coming online (1 in Riyadh, 2 in Jeddah) between 2023 and 2024 would 

raise bed capacity by 62% to 3,093 beds and clinics capacity by 59% to 2,186 clinics; ability 

to ramp up new hospitals is well established. It is reasonable to expect continued growth 

beyond this, given Company track record. Recent announcement of Takhassusi hospital 

expansion further underscores this point.  Revenues are likely to grow at a CAGR of 11.6% 

to SAR 7.8 billion by 2023. We forecast net income to rise at a CAGR of 13.1% to SAR 1.4 

billion through 2023.  

   

HMG Financial Summary

SAR mln 2018 2019 2020E 2021E 2022E

Revenue 4,588           5,031           5,353           6,356           7,009           

EBITDA 1,101           1,187           1,345           1,634           1,831           

EBITDA Margin (%) 24.0% 23.6% 25.1% 25.7% 26.1%

Net Income 801                870                910                1,131           1,267           

Net Margins (%) 17.5% 17.3% 17.0% 17.8% 18.1%

EPS (SAR) 2.29              2.49              2.60              3.23              3.62              

Payout Ratio 100% 92% 75% 75% 75%

ROE 17.6% 19.0% 19.5% 22.9% 24.2%

DR. SULAIMAN AL HABIB MEDICAL SERVICES GROUP (HMG) 
Initiating Coverage Report   

 

September 09, 2020 

Rating Neutral 

Target Price SAR 90.00 

 

HMG Highlights 2019

Hospitals 7              

Number of Beds 1,913    

Number of Clinics 1,371    

Number of Pharmacies 13           

Physicians 2,472    

Employees 12,595 

Revenues 5,031    

Gross Profit 1,538    

EBITDA 1,187    

Net Income 870        

Total Assets 8,467    

Shareholders Equity 4,591    

Gross Margins 31%

Net Margins 17%

Debt to Equity 51%

Financials (SAR mln)

Key Statistics

Key Ratios (%)
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mailto:rawabi.al.mutaywia@riyadcapital.com


 

2 | P a g e  
P u b l i c  

SAUDI HEALTHCARE 
Dr. Sulaiman Al Habib Medical Group  

 

 

 Investment Highlights 

 

KSA’s distinguished healthcare provider  
 

Favorable sector fundamentals  

With a population of 34.2 million that is conservatively expected to touch 45.1 million by 

2050, rising average age, higher life expectancy and prevalent lifestyle diseases, there is a 

formidable case for rapid growth in healthcare expenditure especially within the private 

sector as government aims to increase private sector’s share of total healthcare spending 

from 25% to 35%. Saudization in the private sector will lead to a rise in HMG’s target market 

given most of HMG’s patients are insured and the overwhelming majority are Saudi 

citizens. Healthcare transformation is the first of eight themes in the National 

Transformation Program (NTP).  

 

Limited availability of Saudi healthcare professionals at present, seasonal demand dips, 

relative pressure on margins, and possible delays in new projects are some of the potential 

risks that may confront the Company and peers. The COVID-19 pandemic is an ongoing 

threat until a vaccine is in place. However, a strong and independent management with a 

sound track record has the ability to overcome potential challenges.  

 

Strong financial position 

HMG has strong fundamentals. Revenue growth has picked up while margins are expanding 

from 2017 lows on the back of efficiency gains and better revenue mix. Hospital revenues 

are balanced between inpatients and outpatients. The government appointed a third party 

to manage referrals, which can boost this segment. COVID-19 related government 

referred patients will result in a temporary higher proportion of this segment. One of the 

most well capitalized in the sector, debt levels are being raised as HMG aims to optimize 

capital structure. Debt to Assets is projected to rise from 21% in 2018 to 42% by 2023 

before declining to 36% by 2026 as the Company pays down debt. Dividend payouts are 

likely to continue providing stable dividend yields, although stock price appreciation has 

brought down the yield.  

 

Growth focused with competitive advantages versus peers 

Strong integration of technology across the full range of services and operations has been 

a key focal point. Expanding and superior use of technology with 5G on the horizon provides 

a new world of opportunities and efficiencies. Tele-ICU and Tele-radiology coupled with an 

internally developed hospital information system (VIDA) are already a success. Well 

qualified physicians and suitable hospital locations would continue to drive both inpatient 

and outpatient numbers. Consistent capacity growth has been a major focus for HMG and 

future plans confirm further progress on this path. Recent Takhassusi hospital expansion 

announcement is positive for growth. 50% partnership in Khobar and South West Jeddah 

hospitals eases the initial land cost burden; operations are completely controlled by HMG, 

which earns a management fee in the process. Notably, HMG is expanding its footprint in 

the Kingdom in a substantive manner with the Khobar hospital inaugurated this year and 

two hospitals coming up in the second biggest market (Jeddah) between 2023 and 2024 

while also growing managed-ICU and HIS locations.  

 

Our DCF valuation assigns a SAR 31.6 billion value to HMG or SAR 90.38 per share.  
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Investment Highlights in Charts 

 

     

While Receivables Are In Control And Attractive Dividends on Offer

HMG Boasts the Biggest Bed Capacity Based In the Gulf Regions Most Populated Country

With Strong Growth Prospects And Rising Returns
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 Valuation Summary 

 

DCF Points to Target Price of SAR 90.00 per share 
 

Our preferred Discount Cash Flows (DCF) methodology values Dr. Sulaiman Al Habib 

Medical Services Group (HMG), at SAR 90.00 as summarized below.  

 

  

Our DCF valuation takes into account cash flows forecasted through to 2026 since all new 

projects would be on line by then and would have been operational for at least two years. 

This is mid-cycle ramp-up for the last new hospital coming online. Additional lands owned 

by the Group for potential future projects can unlock further value for investors.  

 

We have assumed a risk free rate of 3.25% and a Beta of 0.90. Our WACC comes to 7.6% 

with a long term growth rate of 2.0%. 

 

Further details can be found in the Valuations section of this report.  

  

WACC 7.6%

Growth rate 2.0%

Equity Value (SAR mln) 31,635       

Fair Value per share 90.38         

HMG DCF Valuation Snapshot
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 Sector Overview 

 

Favorable Saudi Population Dynamics 
Saudi Arabia is the biggest economy in the region with a population of over 34 million 

people. It is also the biggest oil producer in the world. Overall, the dynamics of the 

population in Saudi Arabia and its expected course forward, make the healthcare sector an 

attractive investment proposition.  
 

Population CAGR of 2.6% since 1990 

The Saudi population has grown at a CAGR of 2.6% since 1990 and has reached 33.4 million 

by 2018. Latest population estimates by the General Authority of Statistics (GASTAT) 

points to a further growth to 34.2 million. While Saudi Arabia ranks 41 in the world by 

population, the population density is low at 16 per square km.  

 

 

 

 

 

 

  

 

 

 

 
 

 

The median age is towards the lower end of the spectrum, close to 30 years and 

importantly for the healthcare sector, 78% of the people live in urban areas. According to 

estimates, 29% of the population is projected to be over 45 years of age by 2025 versus 

21% as of 2018. Conservative estimates by the World Bank at a CAGR of 1.02% point to a 

population of 45.1 million by 2050. More optimistic estimates at the historical CAGR of 

2.65% take the total population number beyond 70 million. Thus, population continues to 

grow but also age.   

 

Ageing Population  

There has been a slow but sure increase in the average age of the population. Whereas in 

1980 there were just 0.5 million people over the age of 60, this has increased to 1.6 million 

by 2015 and further to 1.8 million in 2018. Forecasts point to 10.3 million people (23% of 

population) over 60 years old in 2050. This is likely to create healthcare demand in quality 

and quantity terms as this age group generally has the greatest need for healthcare.  

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Exhibit 1: Historical KSA Population Growth (mln) 

Source:  Riyad Capital, World Bank
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Exhibit 2: KSA Population Forecast (mln)

Source:  Riyad Capital, World Bank 
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Exhibit 3: Ageing Population (mln)

Source:  Riyad Capital, GASTAT, Colliers Report
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At the same time, healthcare demand would be created by the 15-20 million babies born 

from now to 2050 as well as lifestyle disease related demand from the population in the age 

bracket of 40-60 years.  

 

Lifestyle diseases 

The young population of the country has been in the midst of unhealthy habits leading to 

obesity and diseases such as Diabetes and Hypertension.  

 

 

 

Diabetes prevalence one of the highest in the world 

Prevalence of diabetes in Saudi Arabia is one of the highest in the world and the highest in 

the GCC and MENA region. Factors towards this are mostly lifestyle factors as explained 

above, which have been improving nonetheless. Healthcare requirements to cater to 

diabetes and other diseases is expected to be elevated going forward as well.   

 

 

 
 

Besides diabetes, obesity is also a concern for the country. 2016 estimates put the obesity 

rate at 35% for KSA as compared to 32% in UAE and 28% in United Kingdom and 22% in 

Germany. Given the recent emphasis on health improvements, we believe the obesity 

rates are likely to decline going forward.  

 

  

Exhibit 4: Unhealthy Lifestyle-Major Disease in KSA 2018 (000 people)

Source:  Riyad Capital, Ministry of Health
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Exhibit 5: Diabetes Prevalence (% of population ages 20 to 79)
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Government leads healthcare sector   

 

The government is currently the largest contributor to the healthcare sector at close to 

75% as it guarantees free healthcare to all its citizens. However, it is planned to increase 

the contribution of the private sector from 25% to 35% as one of the goals of the country’s 

transformation plan.  

 

Per capita healthcare (PPP) spending can improve 

According to the World Health Organization, per capita healthcare expenditure in PPP 

terms by Saudi Arabia stands at USD 2,467. This is good as compared to neighboring UAE 

(USD 2,405) and emerging countries such as Turkey (USD 1,036) and China (USD 731). 

However, given aspirations to move towards developed market standards, KSA is likely to 

target a much higher healthcare expenditure going forward such as that of United Kingdom 

at USD 3,377 The National Transformation Plan (NTP) corroborates this view.  

 

 
 

Bed density needs to improve further 

The bed density in KSA (beds/10,000 people) has been slowly increasing in Saudi Arabia 

having risen from 22.0 beds in 2015 to 22.5 beds in 2018.  

 

  
 

While this is a welcome development, the bed density remains low as compared to other 

countries. We believe there is a supply deficit in the market and while both the government 

and the private sector are working hard to alleviate this, this deficit is likely to remain in the 

short term.  

 

Exhibit 6: Total Healthcare Expenditure per Capita PPP-2018 (USD)

Source: Riyad Capital, Index Mundi
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Exhibit 7: Beds/10,000 people in Saudi Arabia

Source: Riyad Capital, Ministry of Health
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Private sector contributes 25% to KSA’s bed strength  

The total number of beds in the country has been steadily growing and have increased by 

between 2.1% to 3.1% per annum since 2014 rising from 67,997 beds in 2014 to 75,225 

beds in 2018.  

 

However, the most striking aspect of this data is that the government directly (through the 

Ministry of Health) and other government entities make up almost 75% of the total bed 

availability in the sector. This is largely because Saudis citizens receive free healthcare at 

government hospitals.  

 

 
 

Insurance market dominated by 2 players 

The medical insurance market is heavily skewed with the top 2 players accounting for 71% 

of the market. As a result, these insurance companies have a lot of leverage with hospitals 

and other healthcare providers in terms of pricing.  

 

Exhibit 8: Bed density in KSA Versus Other Countries-2017 (per 1,000 people)

Source: Riyad Capital, HMG
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Exhibit 9: Number of Beds by MOH, Other Govt and Private Sector 

Source: Riyad Capital, Ministry of Health
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Gross Written Premium (GWP) of health insurers has been growing 

GWP for health of the insurance companies have been growing steadily since 2013, barring 

a slight decline in 2016. A major increase was witnessed in 2014 and 2015 as the 

government enforced stricter medical insurance policies. There was a slight decline in 2016 

but this was reversed in 2017. A substantial +13% increase in GWP has taken place in 2019 

as conventional and religious tourism has grown coupled with tighter enforcement. Total 

insured lives has risen to 11.1 million in 2019 from 11.0 million in 2018, contributed primarily 

by a rise in insured lives of Saudi citizens as expatriates have continued to decline in 2019 

as well. With the economic slowdown in 2020, there is an expectation of another round of 

major expatriate departures in the year.  

 
Given government regulations and increase in workforce in the private sector, we can 

expect GWP for medical insurance to keep growing in the long-term. This would result in 

an increase in the market for private healthcare providers. Most significant contributions 

to this increase would likely come from business & family visits followed by tourism.  

 

 

 
  

Name 2016 2017

Bupa 43% 41%

Tawuniya 28% 30%

Medgulf 12% 9%

SAICO 2% 2%

Others 15% 18%

Total 100% 100%

Exhibit 10: Market Share in Medical Insurance (%)

Source:  Riyad Capital, GASTAT

Exhibit 11: GWP of Health Insurance (SAR bln)

Source: Riyad Capital, SAMA, Bupa

12.9 

15.7 

18.9 18.6 19.0 
19.9 

22.4 

 -

 5

 10

 15

 20

 25

2013 2014 2015 2016 2017 2018 2019

Gross Written Premium (Health)



 

11 | P a g e  
P u b l i c  

SAUDI HEALTHCARE 
Dr. Sulaiman Al Habib Medical Group  

 

 

 Risks and Challenges 

 

While the overall dynamics remain fundamentally favorable, we have identified a few risks 

and challenges facing the sector and HMG below.  

 

COVID-19 re-emergence 

The precautionary measured taken by the government including enactment of curfew 

during 2Q2020 reduced patients flows to hospitals and also resulted in people delaying 

non-essential treatments. The situation has improved substantially in terms of both new 

infections as well as the country going back to almost the same situation in the pre-COVID-

19 days.  

 

However, any re-emergence of COVID-19 or any second wave followed by precautionary 

restrictions can have a detrimental impact on hospitals. Having said that, HMG has 

managed to come up with alternate channels to service patients including a live video 

consultation service with physicians. This has managed to mitigate the impact in 2Q2020.  

 

Macro and seasonal risks- lower oil prices may decrease spend on sector 

With all effort in diversifying revenues, GCC governments are still dependent on 

hydrocarbon revenue and low oil prices can increase fiscal deficits, potentially forcing 

governments to limit healthcare expenditure, which constitute 75% of the total healthcare 

expenditure. Economic slowdown can lead to job losses and force expatriates to other 

destinations.  

 

Seasonal factors such as Ramadan, Holidays and summer vacations have a negative affect 

as many residents travel outside the country or travel to their hometowns within the 

Kingdom, away from the main cities, where most HMG hospitals are located. This may lead 

to a seasonal decrease in outpatient visits and the number of inpatients in all HMG hospitals 

in general. 

 

If there is some decrease in healthcare spend by MoH, there is likely to be an increase in 

visits to the private sector. In terms of seasonal demand, we do witness people visiting 

from smaller cities and even coming to Riyadh and Jeddah to access better private 

healthcare facilities from smaller towns. 

 

Saudi physicians and nurses 

There is limited availability of Saudi skilled healthcare professionals. While the situation has 

improved with a notable increase in the number of Saudi physicians, there is severe 

shortage of Saudi nursing staff. This poses a problem given the rising Saudization 

requirements. With new hospital developments underway, the competition to hire 

experienced and skilled physicians, nurses and allied workforce is set to intensify. Thus, the 

cost of retention as well as recruitment may increase putting pressure on margins for 

private hospitals.  

 

The current Saudization ratio of HMG hospitals meets government guidelines. In terms of 

the Nitaqat system, which categorizes employers based on Saudi employment, all 

hospitals of HMG are categorized as either high green or platinum and no company or 

associate of the group is rated below low green. The Group is now running 15 fellowship 

programs to train Saudi physicians in addition to interns and trainees. This will likely 

mitigate the need for trained Saudi physicians as HMG expands.  
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Decline in expatriates could impact private hospitals 

In July 2017, the Saudi government began imposing fees on expats and their dependents 

with noticeable affects. 1.3mln expats left the Kingdom since the start 2018 and this trend 

may continue in the short term, which is a potential threat for private healthcare providers, 

as the majority of their patients are expats. Moreover, this factor also hurts the insurance 

companies, which forced them to bargain for more discounts from the healthcare 

providers. Barring top end providers, the private healthcare market is dependent on 

expatriates owing to mandatory private insurance requirement. There are expectations of 

a further decline in expatriates in the post-COVID 19 scenario.  

 

With the exit of expatriates, there has been an increase in Saudis in the private sector who 

are also entitled to medical insurance and are arguably a more stable source of revenue for 

private healthcare providers. HMG patients are mostly Saudis.  

 

Privatization of government hospitals- more competition 

The healthcare sector is among the many sectors that Saudi Arabia plans to privatize. The 

Kingdom plans to privatize 290 hospitals and 2,300 primary health centers by 2030 and 

increase private sector participation in the healthcare sector from 25% in 2016 to 35% in 

2020. Some government hospitals provide one of the best healthcare in the country and 

institutions such as the King Faisal Specialist Hospital and Research Center is well-known 

in the region for its physicians and level of sophistication. If some of these hospitals come 

into the private sector, they can provide competition to the likes of HMG in the long-term.  

 

Moreover, the government has allowed foreign investors to own companies fully in the 

health sector. If these materialize, and if some reputable foreign healthcare providers 

either take over government hospitals or enter with new ones, this can increase 

competition and pressure private sector market share.  

 

According to management, HMG is actively seeking to participate in the privatization 

process. Some of the public private partnership (PPP) initiatives have been secured. HMG 

was one of the bidders in the privatization of Saudi Airline Medical Services underlining the 

group’s interest in such transactions.  

 

Pressure on margins 

Currently, the private sector hospitals are earning decent gross and net margins given a 

mix of government and insurance business. This has somewhat been offset by provisioning 

for doubtful receivables by some private hospitals particularly which have a higher 

proportion of government business.  

 

HMG has been able to reduce the proportion of government business in 2017 as part of its 

strategy and now relies more on insurance business and cash patients where the 

provisioning is much lower. However, pressure on pricing by insurance companies given 

competition can lead to slower earnings growth.  

 

Another potential source of margins compression could be higher costs both in terms of 

equipment and Human Resource with a limited ability to pass them on to insurance 

patients. Rising Saudization rate typically increases costs as compensation for Saudis is 

higher than non-Saudis.  

 

Delays in project execution  

HMG is currently focusing on executing three big hospitals projects and expansion of the 

Takhassusi hospital, which would largely be financed by debt. The new projects would add 

approximately 62% to the existing capacity. If there are any delays in execution it could 

result in cost overruns or if one of the projects is abandoned it would cause growth 

projections to be downgraded. Also, rising levels of debt can be a concern if interest rates 



 

13 | P a g e  
P u b l i c  

SAUDI HEALTHCARE 
Dr. Sulaiman Al Habib Medical Group  

 

 

rise and higher leverage can be a cause of stress in times of slow economic and market 

growth.  

 

HMG’s project execution ability has been quite strong over the last two plus decades and 

has been tested in a partnership model at Khobar as well as in slower economic growth. 

Thus, there is a strong possibility that project execution would be timely.  

 

While debt levels are rising and will continue to in the future, net debt is quite manageable 

given high cash generation by the business. In addition, we expect debt levels to peak in 

2023 and start declining subsequently.  
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 Dr. Sulaiman Al Habib Medical Group (HMG) 

 

Dr. Sulaiman Al Habib Medical Group (HMG) has been in operation for 25 years having set 

up its Olaya Medical Complex in Riyadh in 1995. HMG has expanded at a fast pace and is now 

one of the largest healthcare providers in the Kingdom with a hospital in Dubai as well. It has 

constructed and manages the University Medical Center in King Abdullah Medical City in 

Bahrain. The Group’s main business is setting up, managing and operating medical 

facilities, pharmacies, and medical diagnostic and radiological laboratories. It is also 

involved in ancillary business such as facilities management and IT related to group 

activities. The group has received a number of certificates and accreditations from some 

of the world’s most reputable agencies cementing its place as the premier provider of 

private healthcare in Saudi Arabia.  

 

 
 

HMG started off operation in Riyadh and quickly expanded to Dubai in order to take 

advantage of new healthcare infrastructure set up at that time and to access global best 

practices. Subsequently, HMG has expanded locally concentrating on its core strength in 

the central region. In 2019, the Company has moved into the Eastern region, inaugurating 

its first hospital in Al Khobar. The Company believes that there is a gap in the market in Al 

Khobar for premier services given the last similar hospital closed down about four years 

ago. Future plans sees it expanding into the Western region with two hospitals planned for 

Jeddah, the second biggest city in the country where HMG currently has no presence.  

 

Dental clinics at all group hospitals are being managed and operated by Ajaji Dental, in 

which HMG has a 50% ownership. While HMG provides the space for clinics along with 

financial, technological and other support services, Ajaji provides all the equipment and 

supplies as well as Human Resources. Overall, HMG receives more than 50% of the income. 

 

Concentrating on Information Technology (IT) to give its medical services the edge is 

arguably the biggest strength of the group. From top of the line smartphone application to 

its Hospital Management System to using technology for monitoring, HMG appears to be 

years ahead of the competition in this space.  

 

 

 

 

 

 

 

 

 

 

 

Exhibit 12: HMG's Business Lines

Source: Riyad Capital, HMG
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Board and management are a key strength 

The board and management at Dr. Sulaiman Al Habib Medical Group (HMG) are one of the 

most experienced and reputable in the private healthcare sector with multiple years of 

experience both within the sector and with the group. Only one family member is deployed 

at an executive position while the remaining shareholders are limited to the Board level. 

Independence of management is a key strength.   

 

 
 

Seven hospitals currently operational 

HMG currently owns seven hospitals under operation, one in Dubai and the rest in Saudi 

Arabia while one is managed in Bahrain. Hospital locations are concentrated in Riyadh, 

which is also the base of operations for the group. Olaya Medical Complex was the first 

hospital opened by the group. Subsequently, three more hospitals have been opened in 

Riyadh at different locations across the city but each location is easy to access in their 

respective areas. HMG has also managed to grow within hospitals as well. For example, the 

Olaya Medical Complex opened as an OPD and subsequently added day-surgery, IVF, 

maternity, bone specialty etc over a period of time.  

 

Venturing into the Eastern province for the first time, Al Khobar hospital was opened in 

2Q2019 and is in the process of ramping up its operations. This hospital is the biggest one 

opened by the group thus far with a buildup area of 211k square meters.  

 

The Qassim hospital has been around for almost a decade and is the main private hospital 

in the city with a market share of 50%. Dubai was one of the first hospitals to be opened by 

Name Nationality Position Professional Positions

 * Founder of HMG

 * Ex-Chairman of Medical Committee at 

Riyadh Chamber of Commerce

*Chairman of Saudi Fransi Capital

* Ex-Board Member of CMA

* Head of Private Banking and Deputy CEO, 

Arab National Bank

 * Board member, Saudi Chemical Company

Board Member

Board Member of all Group subsidiaries 

Chief Executive Officer (CEO)
 * Member Board of Trustees at Saudi 

Commission for Health Specialties

Board Member  * Board Member of all Group subsidiaries

Chief Financial Officer (CFO) * Ex-CFO, ACWA Holding

6 Saleh M. Al-Habib Saudi Board Member
* Board Member, Al Andalus Real Estate 

Company and Hamat Holding Company

* Board Member, Saudi Aramco

*Ex-Transport Minister of Saudi Arabia

* Board Member, JP Morgan Saudi Arabia

 * Board member, Gulf union Insurance 

Company

Board Member

Vice President-Business Development

Source: Riyad Capital, HMG

* Independent Directors

** Executive Board Members

* Board Member and member of Audit 

Committee at Kingdom Holding Company

4 Nasser M. Al-Haqbani** Saudi

* Board Member, Saudi Center for Patient 

Safety

Saudi Board Member

9 Hesham M. Al-Habib** Saudi

8 Ziad F. Al-Saleh*

7 Nabeel Al-Amoudi Saudi Board Member

Exhibit 13:  Board of Directors Details

1 Dr. Sulaiman A. Al-Habib Saudi Group Founder and Chairman

Saudi5 Faisal A. Al-Nassar**

Deputy Chairman of the BoardSaudi

3

Mazen A. Al-Romaih*2

Obaid A. Al-Rasheed* Saudi Board Member
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the group but given the market, has not grown much with just 151 beds, however, new 

clinics have been opened at another location on Sheikh Zayed Road.  

 

Three new hospitals planned 

HMG has planned and is in the process of executing three new hospital projects continuing 

its growth and its plans of being the dominant player in the private healthcare sector in KSA. 

Two of the new hospitals are being planned in Jeddah, one in the South West and one in the 

North. The South West Jeddah project is on a 50% partnership with Al Andalus Property. 

For this project, HMG would be accruing management fee as well. This follows a similar 

model to the Al Khobar hospital that has just become operational.  

 

The other hospital expected to come online in 2023 is in North Riyadh, in the Sahafa area. 

Riyadh city is expanding North and this is where the population is heading. The location is 

particularly attractive, just before King Salman Road and at the Metro Station, for which 

HMG has got naming rights for 10 years.  

 

North Jeddah is the third hospital that the Company is executing which is targeted to come 

in 2024. This would be 100% owned by HMG. All the three projects are expected to be 

financed through a combination of Loans from banks as well as internally generated cash 

flows.  

 

 
These three new hospitals are expected to add 1,180 beds (62%) to the current capacity of 

1,913 beds as well as 815 clinics (59%) to the current 1,371 clinics capacity.  

 

 

  

South West Jeddah Hospital North Riyadh Hospital North Jeddah Hospital

HMG ownership 50% 100% 100%

Project land ownership 100% owned by the project 100% owned by HMG 100% owned by HMG

Bed Capacity 330 500 350

Clinic Capacity 245 300 270

Build-up area 211,679 m
2

353,371 m
2

233,970 m
2

Project start 2019 2019 2021

Target completion 2023 2023 2024

Target operation 2023 2023 2024

Project Financing Bank Loans and Internal cash flows Bank Loans and Internal cash flows Bank Loans and Internal cash flows

Exhibit 14: New HMG Hospital Projects Through 2024

Source: Riyad Capital, HMG
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 Competitive Advantages and Future Strategy  

 

 

There are a number of competitive advantages that differentiates HMG from other 

healthcare providers in the market but prime amongst them is its cutting edge technology 

infrastructure which is unparalleled in the market. 

 

Information Technology (IT) 

Since its inception, HMG has invested heavily in technology and it is now reaping the 

benefits. Currently, Cloud Solutions employs over 400 staff across KSA, UAE, Bahrain and 

Sri Lanka. These resources have enabled the company to make and operate a cutting edge 

hospital information system and other market leading products such as its popular 

smartphone application, one for the patients and another one for the doctors. The App 

allows the patient to book appointments and access all their medical records, prescriptions 

and doctors amongst other services.  

 

Through its VIDA system, the Company manages electronic health files for patients as well 

as results of laboratory tests and other procedures. Its Tele-ICU and Tele-Radiology 

systems enable centralized operations of both critical care and radiology through a 

command center and limit the physical presence of personnel at different locations. The 

Tele-ICU system has been declared as the largest facility of this nature in the World by 

Guinness.   

 

Quality of healthcare, particularly physicians 

The Company employs not only high quality physicians and nurses but also spends on 

quality equipment. Many of the healthcare professionals have certifications from North 

America and Western Europe while other have Asian and Arab certifications.  

 

HMG has been awarded a number of accreditations and qualifications for its healthcare 

quality. Accreditation by HIMSS, AABB, labs by CAP and ISO certificates point towards the 

recognition of its facilities.  

 

HMG has also been awarded by Guinness World Records for the largest Tele-ICU command 

center consisting of 796 beds on July 31, 2019.  

 

Relationship with patients’ not just insurance companies 

Having been in the market for 25 years, the Company has managed to build strong 

relationships with not just the insurance companies but also the patients directly. Its strong 

brand loyalty with patients is supported by the fact that some patients change insurance 

providers but keep coming to HMG.  

 

Being the biggest private healthcare provider in the Kingdom and expanding aggressively, 

it is also in the interest of the insurance companies to maintain strong ties. HMG has a 

dedicated professional technical team that manages medical service contracts and follows 

up on approvals and claims.  

 

Big hospitals at prime locations 

HMG has benefited from having bigger hospitals than competition and at prime locations. 

This has enabled the group to achieve growth and profitability by ramping up bigger 

hospitals in phases. At the same time, some of the older facilities were expanded every 1-

2 years to keep up with demand. 

 

Prime locations enable easy access and raise patient numbers for the group. Given the 

locations and size of the three upcoming hospitals in Jeddah and Riyadh, HMG is following 

the same strategy.  
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Track record of construction and ramp-up 

An in-house engineering team has proved beneficial as the Group has constructed a 

number of new hospitals in its 25 year history, on average opening a new facility every 29 

months. The Group has fine-tuned a formula through which new hospitals are opened and 

then gradually undergo a ramp-up. Track record of operational hospitals are evidence of 

success of this formula.  

 

Diversified revenue stream 

The group has a diversified revenue stream emanating from hospitals, pharmacies and 

other ancillary sources. While revenues from hospitals constitute the vast majority, the 

diversification and breakdown is healthy. Revenues from insurance companies comprise 

more than 64% of the total followed by 29% cash patients while government only 

comprises 5% of the total as of 2019. This is contrary to other players in the market where 

government contribution is much higher.  

 

Reputation and experience 

HMG has a stellar reputation in the market due to the quality of its doctors and through 

maintaining a high quality of healthcare standard overall. This brand value will prove to be 

useful when it expands in Riyadh as well as in Jeddah where it currently does not operate. 

Multiple years of experience has allowed the Company to learn and clients have also had 

many years of experience resulting in repeat business.  

 

Superior and independent management 

HMG has been ably led by the Chairman of the Board, Dr. Sulaiman Al Habib as well as other 

professionals in the management team. Almost all executives have many years of 

experience in the industry with many of them having been with the group for multiple years.  

 

A key feature of the management at HMG is the independence of management. Only one 

shareholder occupies an executive positon within the Company while others are seasoned 

professionals particularly the CEO and CFO. Professional development programs are 

conducted by the Company to enable growth of its personnel.  

 

 

Future Strategy 

 

HMG has been successful in executing its growth plans. Its DDO (Design, Develop and 

Operate) strategy has meant that it is in total control of the entire process from designing 

a hospital to operating it. We believe this will be a key ingredient for execution of future 

projects. The Company has slightly altered its business model for some locations (Khobar 

and SW Jeddah) where it has found it beneficial to partner with another party to share initial 

costs and also access a desirable location. However, HMG continues to operate and 

manage the hospital, earning a management fee in the process. We expect the Company 

to continue its expansion plans beyond the three projects that have been announced and 

it is this constant expansion that will ensure consistent growth for shareholders.  

 

Core strategy of the group has been to focus on increasing patient numbers consistently 

year over year and striving to maintain average patient revenues. Management believes 

that this strategy offers the best prospects for consistent growth in group revenues and 

profitability. The focus is on insured and cash clients with reliance on government clients 

being kept to a minimum.  

 

Given its continued investment in IT and the upcoming 5G technology, the Company can 

centralize more services and areas within the hospitals to promote further efficiency and 

reduce costs. HMG aims to integrate healthcare services further to improve the patient 

experience taking help of latest developments in the sector.  
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Strengthening its brand position further through focusing on certain strategies is a key aim 

of the group. Adhering to high standards of patient safety and service as well as continuing 

to invest in latest cutting edge technologies are important. Recruiting and retaining 

qualified healthcare professionals by offering good benefits coupled with flexible policies is 

another element of improving its brand recognition.  

 

HMG plans to diversify its income stream by offering more management and operational 

services such as the arrangement in Bahrain as well as managing specialist health facilities 

of the Ministry of Health. Home healthcare is another area with ageing population and 

would free up bed space in hospitals.  

 

The group operates pharmacies only in its hospitals and has no plans to expand outside as 

per management. Given the HMG brand value, there could be a growth opportunity to open 

pharmacies in select areas given margins are stable and in some years higher than hospital 

margins.  
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 Financial Analysis  

 

HMG is a fundamentally sound company pursuing steady growth and at the same time 

keeping profitability largely intact. After a change in strategy in 2016, preempting the 

market, HMG has recovered smartly in the following years and shown agility to move 

dynamically within the market. This revised strategy puts it in a solid financial position 

going forward. One of the hidden values in the Company is its property holding housing its 

hospitals. These are kept at book value while market value has appreciated significantly 

since then.  

 

Government business reduced  

Data from 2016-2018 reveals that revenues for the group reached SAR 4.62 billion in 2016 

and came down by -5% Y/Y to SAR 4.37 billion the following year. The reason has been a -

6% Y/Y decline in hospital revenues as the group reduced government business as a 

strategy from 13% of revenues in 2016 to 4% in 2017. As a result revenues from 

government related entities dropped from SAR 516 million to SAR 158 million. Hospital 

revenues comprise 80% of the total and are the driving force for group revenues.  

 

However, 2018 witnessed a +5% growth in total revenues to SAR 4.59 billion as hospital 

revenues grew by +2% Y/Y while other revenues, which comprise revenues from 

management fees as well as revenues from the groups other ancillary business surged by 

+76%. After the Ministry of Health appointed a third party to manage medical claims, HMG 

again started taking in some government patients. Appointment of this third party makes 

it easier to collect claims as the approval process prior to treatment makes it easier to refer 

patients and manage claims.  

 

There has been a reclassification in the ‘HMG Solutions’ and ‘Hospitals’ categories as 

unrelated revenues have been regrouped to the correct category for analytical purposes.   

 

   
 

As illustrated in the exhibit below, the government share in revenue has come down from 

13% in 2016 to 5% in 2018. This has been taken over completely by insurance patients 

(driven by the group’s strategic decision to reduce the exposure from government patients 

to more volume-driven growth from insurance business), which has risen from 52% to 62% 

for the same period. However, cash patients have remained stagnant at 31% of total 

revenues, which is commendable as it is higher than peers in the sector.  

2016 2017 2018 2019

Hospitals 3,457              3,671              3,681         4,016              

Pharmacy 751                  680                  737             854                  

HMG Solutions 409                  28                     170             161                  

Total 4,617              4,379              4,588         5,031              

Audited Financials

Exhibit 15: Revenue Progression 2016-19 (SAR mln)

Source:  Riyad Capital, HMG
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In terms of Y/Y growth, the insurance category has grown strongly by +9% Y/Y in 2017 and 

further by +5% Y/Y in 2018. Government revenues declined by -69% Y/Y in 2017 before 

rising by +14% in 2018. HMG witnessed a slight -6% decline in revenues from cash patients 

in 2017 and a flat move last year.  

 

  
 

Revenues by department have largely been consistent since 2016 with some deviations. 

The maternity (obs/gynae) section remains the biggest contributor to revenues followed 

by pediatrics. Internal medicine department takes up third place followed by ENT.  

 

Hospital revenues to dominate total revenues going forward as well 

After a decline in 2017 when total revenues went down by -5% Y/Y due to a strategy of 

reducing government patients, we expect a steady growth from here onwards on the back 

of rising inpatient and outpatient revenues as the three new hospitals come on line 

between 2023 and 2024. 

 

Our forecast calls for a +9.3% CAGR for total revenue between 2019 and 2023. We expect 

a +11.6% rise in revenues in 2020 as the Khobar hospital has come on line and is ramping up 

capacity and despite COVID-19 headwinds. Targeted opening of two hospitals in 2023 in 

Riyadh and Jeddah is likely to result in a +11.2% Y/Y increase in revenues with full year 

operations in 2024. The third hospital opening in 2024 will result in a full year revenue 

impact in 2025.  

 

Total revenues are forecasted at SAR 5.4 billion in 2020 rising to SAR 9.1 billion by 2024 with 

hospital revenues increasing from SAR 4.7 billion in 2020 to SAR 6.6 billion by 2024. 

Pharmacy revenue are expected to reach SAR 1.5 billion in 2024 from SAR 846 million in 

2019.  

Year

Insured

Uninsured

Total

Exhibit 16: Government Share in Revenue (%)

Source: Riyad Capital, HMG

52%

Government

13%

2016

Insurance Cash Government Others

62%

Government 5%

2018

Insurance Cash Government Others

2016 2017 Y/Y 2018 Y/Y

Insurance 1,996              2,180              9% 2,296              5%

Cash 1,192              1,123              (6%) 1,128              0%

Government 516                  158                  (69%) 181                  14%

Others 141                  143                  1% 76                     (47%)

Total 3,845              3,603              (6%) 3,681              2%

Source:  Riyad Capital, HMG

Exhibit 17: Hospital Revenue by Client (SAR mln)
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HMG Solutions revenues are expected to rise as the group accrues revenues from 

management of hospitals and other ancillary services provided to the government such as 

management of ICUs and Hospital Information System (VIDA) implementation at different 

government hospitals.  

 

Gross margins to gradually return to good years 

The group’s gross margins have faced some volatility since 2016. Gross margins shrunk 

from 35.6% in 2016 to 28.9% in 2017. The main cause of this decline was the strategy of 

reducing the exposure from high-margin government patients to lower margin insurance 

patients to maintain patient traffic and volume. With the appointment of a third party 

administrator by the government, government business was streamlined and picked up 

some pace in 2018. In addition, the group emphasized on increasing efficiency in 2018 

resulting in a 80bps rise in gross margins to 29.7%.  

 

We expect gross margins of 30.6% for 2020, gradually increasing to 33.6% to 2023. Margins 

for the full year 2019 had the potential to be higher but were under pressure due to the 

Khobar hospital that started operation in 2Q2019.  

 

  
 

 

Source:  Riyad Capital, Company Reports

Exhibit 18: Total Revenue 2017-2024E (SAR mln)
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Exhibit 19: HMG Gross Margins (%)

Source:  Riyad Capital, Company Reports
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Profitability metrics are strong 

We expect a gross profit of SAR 1.6 billion in 2020 from SAR 1.5 billion in 2019 and rise 

further to cross the SAR 3.1 billion in 2024, mainly due to an increase in revenues and 

partially from improving gross margins. Similarly, EBIT is forecasted to be SAR 1.1 billion in 

2020 from SAR 931 million in 2019. Rising depreciation due to new projects coming in will 

mean EBITDA at SAR 2.6 billion in 2024 from SAR 1.2 billion in 2019. EBITDA came in at SAR 

1.1 billion in 2018.  

 

 
 

 

Margins to expand through 2024 but gradually 

While gross margins are projected to increase from 30.6% in 2019 to 34.2% in 2024, EBIT 

margins are forecasted to rise from 18.5% in 2019 to 23.2% in 2024.  

 

We expect EBITDA margins to grow from 23.6% in 2019 to 28.8% through 2024. Rising 

depreciation due to the new projects planned in the next 5 years will mean a greater growth 

in EBITDA margins as compared to EBIT margins.  

  

 
 

 

 

 

 

Source:  Riyad Capital,Company Reports

Exhibit 20: Key Profitability Metrics 2017-2024E (SAR bln)

1.27 
1.36 

1.54 
1.64 

2.03 

2.28 

2.62 

3.13 

0.95
1.10

1.19
1.35

1.63
1.83

2.14

2.63

 -

 0.50

 1.00

 1.50

 2.00

 2.50

 3.00

 3.50

2017 2018 2019 2020E 2021E 2022E 2023E 2024E

Gross Profit EBIT EBITDA

Source:  Riyad Capital, Company Reports

Exhibit 21: Gross, EBIT and EBITDA Margins 2017-2024E (%)
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Net margins recovering from 2017 lows 

After posting a net income over SAR 1 billion in 2016, bottom-line slumped -35% to SAR 

656 million in 2017 as government business was curtailed. 2018 witnessed a recovery to 

SAR 801 million on the back of better efficiencies and growth in patient numbers. We 

forecast the recovery to continue in 2020 and beyond with a net income of SAR 910 million 

in 2020 rising to SAR 1.8 billion by 2024. Capacity expansions through new hospitals does 

put some strain on profitability in the initial period but the pay offs are much greater in the 

future.  

 

Net margins peaked at 22.0% in the recent past. Given revised government pricing and 

mostly insurance patients going forward, net margins are expected to touch 19.4% by 

2024.  

   

 
 

Dividend payouts are an attraction 

Dividend payout history has been interesting for HMG over the last three years. Payouts 

have risen from 36% to 91% to 100% between 2016 and 2018. Management is of the view 

that high dividend payout reflect cash generating ability of the business and a low debt ratio 

and aims to maintain at least a 70% dividend payout ratio with a quarterly distribution. We 

have factored in a slightly higher payout ratio of 75% going forward, although payout may 

be a little lower in 2020 given the extraordinary operating conditions on account of the 

COVID-19 pandemic.  

 

  

 

Source:  Riyad Capital, Company Reports

Exhibit 22: Net income and Net Margins 2017-2024E (SAR mln)

6
5

6
 

8
0

1
 

8
7

0
 

9
1

0
 

1
,1

3
1

 

1
,2

6
7

 

1
,4

2
6

 

1
,7

7
5

 

15.0%

17.5% 17.3%
17.0%

17.8%
18.1% 18.3% 19.4%

0%

5%

10%

15%

20%

25%

0

200

400

600

800

1,000

1,200

1,400

1,600

1,800

2,000

2017 2018 2019 2020E 2021E 2022E 2023E 2024E

Net Income Net Margins

Source:  Riyad Capital, Company Reports

Exhibit 23: DPS and Dividend Payouts (SAR)
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Payout ratio was recorded at 92% in 2019 and we have assumed 75% from 2020 onwards 

taking into account that this payout fulfils cash requirement for capital expenditures. As a 

matter of fact, even with a high payout ratio, we forecast rising cash balances through to 

2024. With a nominal payout of between SAR 700-1,300 million per annum, we forecast a 

cash balance in excess of SAR 2.5 billion by 2024. 

 

Strong receivables position  

HMG has been able to successfully bring down its account receivables from SAR 1.98 billion 

in 2016 to SAR 1.43 billion by 2018 as government business was curtailed and the Company 

focused on insurance and cash clients. As a percentage of sales, receivables declined from 

42.9% in 2016 to 31.2% in 2019.  

 

The Company is in a stronger position in terms of receivables versus its peers given its 

change in strategy. Most of the insurance receivables revolve around a 90 day cycle, which 

is business as usual.  

 

 

 
 

Going forward, we expect receivables to largely maintain the 31% to 32% of revenues 

range given that insurance is expected to remain the largest contributor to revenues. At 

the same time, government clients have started to slowly increase as the new third party 

arrangement ensures much quicker turnaround of government payments.  

 

Thus, the rise in accounts receivables to SAR 2.6 billion by 2024 from SAR 1.6 billion in 2019 

is largely due to an increase in revenues due to organic growth.  

 

 

Debt has been rising but net debt in check 

Total debt for the Company has been rising from SAR 1.2 billion in 2016 to SAR 1.6 billion in 

2018. This is part of a conscious effort by the group to increase leverage so as to work 

towards an optimal capital structure. However, due to a large cash balance, the net debt 

numbers look considerably subdued. Net debt was only SAR 300 million in 2016 and had 

gone down to SAR 200 million by 2018.  

 

Source:  Riyad Capital, Company Reports

Exhibit 24: Account Receivables and as % of Revenues (SAR mln)
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Given the group’s stated strategy of enhancing the capital structure as well as three 

upcoming hospital projects, we expect total debt to increase from SAR 2.3 billion in 2019 

to SAR 6.0 billion by 2023 before starting its decline. However, net debt will remain in check 

rising from SAR 1.1 billion in 2019 to SAR 3.4 billion by 2024.  

 

Financing requirements for the three hospitals will partly come from bank loans while 

internal cash flows would also contribute.  

 

Debt ratios not stretched 

Debt ratios are generally expected to rise going forward in line with the group’s strategy of 

raising debt, particularly for its three new hospital projects. Total debt to total assets has 

already increased from 18% in 2016 to 28% in 2019 and we project a further rise to 42% by 

2023. We expect debt to assets to peak around this 2023 level of 42% and start to decline 

subsequently.  

 

However, given sufficient cash with the Company as detailed above, the net debt to 

EBITDA ratio is expected to go up from 0.2x in 2018 to 1.6x by 2023 and then decline to 1.3x 

by 2024 and further lower going forward as repayment of debt will be underway. This is in 

line with the strategy to raise the portion of debt from a capital structure perspective.  

 

 

 

Source:  Riyad Capital,Company Reports

Exhibit 25: Total Debt and Net Debt (SAR bln)
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Exhibit 26: Debt Ratios Rising But In Control (SAR)
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ROE rising through 2024 

With a rising net income, we forecast Return on Equity (ROE) to expand for the group. ROE 

is an important measure for shareholders (both sponsors and small shareholders) as it 

indicates the return that they are getting on their investments. ROE increase from 17.6% 

in 2018 to 19.0% in 2019 and expected to further rise to 29.6% through to 2024. 
 

 

 
 

Return on Assets (ROA) has declined slightly from 10.6% in 2018 to 10.3% in 2019. With the 

hospital additions resulting in an increase in fixed assets for HMG, the ROA may come down 

to 10.1% by 2023 before rising to 12.1% in 2024. As total assets stabilize, ROA would 

continue to rise.  

 

We expect Return on Capital Employed (ROCE) to be bumpy going forward, rising to 15.4% 

in 2021 from 13.4% in 2019 before coming down to 14.5% in 2023 and then rising again to 

17.4% next year, due largely to similar reason of increasing fixed assets as well as loans.  

  

Source:  Riyad Capital, Company Reports

Exhibit 27: Strong Profitability Ratios (%)
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 Discounted Cash Flows (DCF) Valuations 

 

We have conducted the valuation for Habib Medical Group (HMG) using Discounted Cash 

Flows. We arrive at a valuation of SAR 31.6 billion or SAR 90.38 per share.  

                                            
To calculate the Weighted Average Cost of Capital (WACC), we have used a risk free rate of 

3.3% and an equity risk premium of 7.5%. The Beta of 0.90 is the average Beta of the five 

healthcare companies trading in the market namely Mouwasat, Dallah, Saudi German, 

Hammadi and Care with a 10% premium as HMG does not have enough of a trading history 

as of yet. Given the variation in the Beta within the group, we believe the average captures 

the sector Beta well.  

 

Our cost of debt assumption of 3.0% is SAIBOR plus premium taken for HMG. The equity 

and debt weight of 66% and 34% respectively is the five-year average number. Applying 

the respective weights to cost of equity and cost of debt, we arrive at a WACC of 7.6%. 

 

 
 

We would like to highlight that free cash flows in the next few years would be affected by 

capital expenditures related to the expansion as well as higher working capital 

requirements. 

 

Our discounted cash flow valuation is arrived at by forecasting cash flows through to 2026 

and calculating a terminal value beyond that. We have taken cash flows until 2026 as all the 

three new hospitals would be online by then and would have been operational for at least 

two full years. This is mid-cycle ramp-up for the last new hospital coming online. Our 

assumption is that HMG will not stop with these 3 hospitals and will continue to expand 

beyond this.  

 

3.3%

7.5%

0.90           

10.0%

66%
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2.5%

34%

WACC 7.6%

Source:  Riyad Capital

Debt Weight

Exhibit 28: WACC Assumptions
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Exhibit 29: Discounted Cash Flow Valuation

SAR mln 2020E 2021E 2022E ………….. 2025E 2026E

EBIT 1,054        1,308        1,468        ………….. 2,432      2,848      

Tax (Zakat) (90)             (112)           (125)           ………….. (200)        (236)        

Depreciation & Amortization 291            327            362            ………….. 554          603          

Capital Expenditure (504)           (468)           (1,133)       ………….. (541)        (492)        

Change in Working Capital (199)           (456)           (508)           ………….. 61            (391)        

Cash Flow to the Firm 553            598            65               ………….. 2,305      2,331      

Terminal Value ………….. 42,718   

Total FCFF 553            598            65               ………….. 2,305      45,050   

Discounting Factor 0.93           0.86           ………….. 0.69 0.65

Discounted Cash Flows -            556           56              ………….. 1,601     29,082  

Long-term growth rate 2.0%

Enterprise value 33,099   

Less: Net debt 1,268      

Less: Minority interest 196          

Equity Value 31,635   

Number of shares 350          

Fair Value per Share 90.38      

Source: Riyad Capital
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 HMG Summary Financials  

 

 

  

Income Statement (SAR mln) 2017 2018 2019 2020E 2021E 2022E 2023E 2024E

Revenues 4,379                4,588                5,031                5,353                6,356                7,009                7,796                9,138                

Cost of Revenues (3,114)              (3,226)              (3,493)              (3,717)              (4,322)              (4,728)              (5,176)              (6,012)              

Gross Profit 1,265                1,362                1,538                1,636                2,034                2,281                2,620                3,125                

S,G&A Expenses (610)                   (560)                   (671)                   (685)                   (842)                   (932)                   (1,037)              (1,142)              

Income from Associates 7                            6                            2                            7                            7                            8                            8                            9                            

Financial Charges (19)                       (19)                       (28)                       (56)                       (67)                       (78)                       (143)                   (171)                   

Other Income 84                         93                         62                         96                         108                     112                     117                     128                     

Zakat (71)                       (81)                       (66)                       (90)                       (112)                   (125)                   (141)                   (175)                   

Net Income 656                     801                     870                     910                     1,131                1,267                1,426                1,775                

EBIT 746                     901                     931                     1,054                1,308                1,468                1,708                2,120                

EBITDA 948                     1,101                1,187                1,345                1,634                1,831                2,137                2,629                

EPS (equityholders) 1.87                   2.29                   2.49                   2.60                   3.23                   3.62                   4.08                   5.07                   

DPS 1.71                    2.29                    2.29                    1.95                    2.42                    2.71                    3.06                    3.80                    

Balance Sheet (SAR mln) 2017 2018 2019 2020E 2021E 2022E 2023E 2024E

Assets

Cash & equivalents 1,141                1,369                1,197                1,452                1,789                2,254                2,531                2,517                

Account receivables 1,664                1,311                1,507                1,551                1,813                1,975                2,140                2,114                

Inventories 309                     303                     296                     315                     366                     400                     438                     509                     

Others 180                     228                     285                     313                     362                     414                     475                     544                     

Total Current Assets 3,294                3,211                3,285                3,631                4,330                5,044                5,584                5,685                

Property and equipment 3,662                4,287                5,142                5,528                5,996                7,129                8,495                8,981                

Investments in associates 44                         43                         40                         47                         49                         51                         53                         55                         

Total non-Current Assets 3,706                4,331                5,182                5,575                6,045                7,180                8,548                9,036                

Total Assets 7,000                7,541                8,467                9,206                10,376            12,224            14,132            14,720            

Liabilities & Equity

Accounts Payable 483                     532                     656                     591                     687                     752                     823                     902                     

Current portion of LT debt 282                     229                     289                     290                     358                     418                     528                     554                     

Others 539                     604                     550                     762                     841                     921                     995                     1,067                

Total Current Liabilities 1,303                1,364                1,495                1,643                1,885                2,091                2,345                2,523                

Long term loans 927                     1,338                2,049                2,430                3,004                4,253                5,467                5,379                

Others 220                     281                     332                     475                     551                     635                     734                     817                     

Total non-Current Liab 1,147                1,620                2,381                2,904                3,555                4,888                6,201                6,196                

Total Liabilities 2,450                2,984                3,877                4,547                5,440                6,979                8,546                8,719                

Share Capital 3,500 3,500 3,500 3,500 3,500 3,500 3,500 3,500

Retained Earnings 518                     447                     426                     563                     732                     922                     1,136                1,426                

Statutory Reserve 301                     381                     468                     400                     509                     630                     759                     887                     

Non controlling interest 230                     229                     197                     196                     194                     192                     190                     188                     

Total Equity 4,549                4,557                4,591                4,659                4,936                5,245                5,586                6,001                

Total Liab & Equity 7,000                7,541                8,467                9,206                10,376            12,224            14,132            14,720            

Cash Flows (SAR mln) 2017 2018 2019 2020E 2021E 2022E 2023E 2024E

Pre Zakat Income 727                     881                     903                     998                     1,241                1,390                1,565                1,949                

Adjustments 368                     566                     156                     340                     118                     234                     335                     568                     

CFO 1,094                1,447                1,060                1,338                1,358                1,624                1,900                2,517                

Prop, plant & equip (421)                   (830)                   (736)                   (800)                   (800)                   (1,500)              (1,800)              (1,000)              

Others 13                         11                         4                            10                         10                         11                         11                         11                         

CFI (408)                   (820)                   (731)                   (790)                   (790)                   (1,489)              (1,789)              (989)                   

LT Loans 28                         408                     471                     411                     641                     1,310                1,323                (108)                   

Dividends paid (517)                   (789)                   (947)                   (648)                   (806)                   (903)                   (1,016)              (1,265)              

Others 72                         (19)                       (25)                       (55)                       (67)                       (78)                       (141)                   (169)                   

CFF (417)                   (399)                   (501)                   (293)                   (231)                   330                     166                     (1,542)              

Change in cash 270                     229                     (172)                   255                     337                     465                     277                     (14)                       

Beginning cash 871                     1,141                1,369                1,197                1,452                1,789                2,254                2,531                

Cash at year end 1,141                1,369                1,197                1,452                1,789                2,254                2,531                2,517                

Source: Company Reports, Riyad Capital

Summary Financials
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 HMG Key Ratios and Metrics 
 

 
  

2017 2018 2019 2020E 2021E 2022E 2023E 2024E

Key Metrics

Number of beds 1,455                1,455                1,913                1,913                1,913                1,913                2,743                2,743                

Outpatients (number) 2,786                2,883                3,259                3,292                3,884                4,195                4,614                5,306                

growth 7.4% 3.5% 13.1% 1.0% 18.0% 8.0% 10.0% 15.0%

Inpatients (number) 118                     127                     122                     123                     142                     153                     168                     194                     

growth 9.6% 7.6% (3.6%) 1.0% 15.0% 8.0% 10.0% 15.0%

Total patients 2,903                3,009                3,381                3,415                4,026                4,348                4,783                5,500                

Growth (YoY)

Revenues (5.2%) 4.8% 8.7% 7.4% 18.7% 10.3% 11.2% 17.2%

Hospital 8.4% 3.1% 6.0% 8.7% 19.7% 8.9% 11.4% 16.5%

Pharmacy (9.5%) 8.4% 20.1% 1.7% 15.0% 12.5% 5.0% 19.0%

HMG Solutions (95.6%) 172.2% 10.0% 45.0% 50.0% 50.0% 50.0% 40.0%

International (7.8%) 5.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%

Gross Profit (23.0%) 7.6% 13.0% 6.3% 24.4% 12.1% 14.9% 19.3%

Sales & Mktng (42.5%) (19.8%) 23.6% 3.8% 17.2% 11.7% 11.2% 8.0%

General & Admin 11.7% (2.6%) 18.1% 1.5% 25.3% 10.3% 11.2% 11.0%

EBITDA (22.4%) 16.1% 7.8% 13.3% 21.5% 12.0% 16.7% 23.0%

Net Income (35.4%) 22.1% 8.6% 4.6% 24.3% 12.0% 12.6% 24.5%

Profitability

Total Gross Margins 28.9% 29.7% 30.6% 30.6% 32.0% 32.5% 33.6% 34.2%

Total EBITDA Margins 21.6% 24.0% 23.6% 25.1% 25.7% 26.1% 27.4% 28.8%

Total Net Margins 15.0% 17.5% 17.3% 17.0% 17.8% 18.1% 18.3% 19.4%

Return on Equity 14.4% 17.6% 19.0% 19.5% 22.9% 24.2% 25.5% 29.6%

Return on Assets 9.4% 10.6% 10.3% 9.9% 10.9% 10.4% 10.1% 12.1%

Return on Capital Employed 13.1% 14.6% 13.4% 13.9% 15.4% 14.5% 14.5% 17.4%

Leverage/Liquidity (x)

Current Ratio 2.53                    2.35                    2.20                    2.21                    2.30                    2.41                    2.38                    2.25                    

Quick ratio 2.15                    1.96                    1.81                    1.83                    1.91                    2.02                    1.99                    1.84                    

Interest Cover 38.4 46.6 33.3 18.9 19.6 18.7 12.0 12.4

Debt to TA 17% 21% 28% 30% 32% 38% 42% 40%

Debt to Equity 27% 34% 51% 58% 68% 89% 107% 98%

Others

EPS 1.87                    2.29                    2.49                    2.60                    3.23                    3.62                    4.08                    5.07                    

DPS 1.71                    2.29                    2.29                    1.95                    2.42                    2.71                    3.06                    3.80                    

Dividend Payout 91% 100% 92% 75% 75% 75% 75% 75%

Book Value per share 13.00                13.02                13.12                13.31                14.10                14.98                15.96                17.15                

Source: Company Reports, Riyad Capital

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

This report has been prepared at the request of Dr. Sulaiman Al Habib Medical Group (the Company) on the basis 
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also include specific assignments such as preparation of reports. Riyad Capital is or may act as an advisor or 

underwriter in respect of a proposed offering of securities by the Company. Riyad Capital may provide or has 
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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 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 
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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 
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