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Revenue edges down slightly YoY, missing our estimate
Al Hammadi Holding’s revenue during 2Q 2023 edged lower unexpectedly by 2% YoY to SAR 276.7mn, missing our estimate by 13%.

A weak revenue weighs on gross profit, but operating and net profits are boosted by credit loss provision reversal
Gross profit declined 16% YoY on weak sales (27% miss). However, operating and net profit climbed identically (26% YoY, each) primarily driven by
the company booking SAR 17.8mn income on credit loss provision reversal (vs. SAR 16.8mn expense in 2Q 2022) as the collection rates improved.
As compared to our estimates, operating and net profits came in 9% and 10% higher, respectively.

Maintain target price

We opine that the company largely faced weak performance in 2Q 2023, excluding the impact of credit loss provision reversal. Hence, we maintain

our SAR 54.00 target price and Hold rating on the stock as of now.

Valuation

At the current market price, the stock trades at 29.5x on our FY 2023e EPS, similar to its average 3-year daily 12-month forward P/E of ~29x.

Income Statement

(SAR mn) 2Q22 3Q22  4Q22 1Q23 2Q23 2Q23e YoY (%) QoQ(%) Var(%) 1H22 1H23  YoY (%)
Sales/Revenue 2819 2469 3426 2986 276.7 319.7 -2% -7% -13%  532.8 575.3 8.0%
Gross Profit (Loss) 109.1 83.5 127.4 120.4 92.1 125.4 -16% -24% -27%  205.2 212.5 3.6%
Operating Profit (Loss) 73.9 66.2 81.6 91.8 93.2 85.8 26% 2% 9%  144.0 185.0 28.5%
Net Profit (Loss) after Zakat and tax 65.1 57.1 73.2 81.4 81.9 74.3 26% 1% 10%  127.1 163.3 28.5%

Balance Sheet

(SAR mn) 2Q22 3Q22 4Q22 1Q23 2Q23 2Q23e YoY (%) QoQ (%) Var (%)

Shareholders' Equity 1,689.8 1,698.2 1,710.6 1,736.1 1,761.2 1,810.4 4% 1% -3%

Key Ratios

2Q22 3Q22 4Q22 1Q23 2Q23  2Q23e

Gross Profit Margin 38.7% 33.8% 37.2% 40.3% 33.3% 39.2%

Operating Profit Margin 26.2% 26.8% 23.8% 30.7% 33.7% 26.8%

Net Profit Margin 23.1% 23.1% 21.4% 27.3% 29.6% 23.2%

Return on Equity (RoE) 15.4% 13.5% 17.1% 18.8% 18.6% 16.4%

Annualized EPS (SAR) 1.63 1.43 1.83 2.04 2.05 1.86

BVPS (SAR) 11.01  11.31
TTM P/E (x) 30.0
Current P/BV (x) 5.0
Source: Fil ials, Tadawul Di: U Capital Research

For our earlier report on the sector, please click here.
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BUY Greater than 20%
ACCUMULATE Between +10% and +20%
HOLD Between +10% and -10%
REDUCE Between -10% and -20%
SELL Lower than -20%
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Disclaimer: This report has been prepared by Ubhar Capital (U Capital) Research, and is provided for information purposes only. Under no circumstances is it
to be used or considered as an offer to sell or solicitation of any offer to buy. While all reasonable care has been taken to ensure that the information contained
therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be relied upon
as such. The company accepts no responsibility whatsoever for any direct or indirect consequential loss arising from any use of this report or its contents. All
opinions and estimates included in this document constitute U Capital Research team’s judgment as at the date of production of this report, and are subject
to change without notice. This report may not be reproduced, distributed or published by any recipient for any other purpose.
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