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Key themes 

Investor interest in pharma manufacturing sector 
sparked by Jamjoom and Avalon Pharma listings. 

Strong revenue growth guidance from listed players 
attracting investor attention. 

Despite recent hiccups, companies like Jamjoom 
and SPIMACO reaffirm 2024 guidance. 

Structural growth story supported by government 
initiatives, insurance support, and new drug 
launches. 

Rerating of valuations provide upside risks 

Pharmaceuticals vs TASI (Rebased to 100) 

 

Source: Bloomberg, Al Rajhi Capital.  

Summary of our ratings 

 

Source: Bloomberg, Al Rajhi Capital estimates 

Q1 2024 Estimates 

 

Source: Bloomberg, Al Rajhi Capital estimates 
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Saudi Pharmaceuticals  

Prefer Jamjoom and Astra, though upside limited 

after the YTD rally 

Post the listing of Jamjoom in 2023 and Avalon Pharma early this year, the pharma 

manufacturing sector, that was largely neglected, has received notable investor 

interest in recent months. This has been sparked by the strong earnings performance 

in 2023 and the visibility provided by most of the listed players in the form of revenue 

growth guidance of 10%-15% for the foreseeable future. Despite some hiccups in the 

last quarter, margins for Jamjoom in Q4 were weaker than expected, while SPIMACO 

reporting one-offs, the 2024 guidance has been reiterated by both Jamjoom and 

SPIMACO. Although the private hospital channel could witness some slowdown due 

to tough base in 2023 as well as slowdown in insured lives’ additions, the government 

channel is expected to witness strong growth. Further, Wasfaty program and the 

insurance support for generics should help the demand at the pharmacy channel. We 

continue to believe that pharma manufacturing is a structural growth story supported 

by growth in insurance (promotes generics drugs), government’s push to localize 

pharma production and healthy pipeline of new drug launches from most of the 

companies. 

Jamjoom has reiterated its 2024-2026 topline growth target of 12%-15%, while 

SPIMACO has also reiterated its growth estimates of 13%-15%. We expect Astra’s 

pharma segment to see another double-digit growth led by sales to the government 

channel. Given that H1 is particularly strong for the pharma manufacturing companies, 

we are heading into a phase of positive catalysts for the stocks (strong earnings). Thus, 

the YTD rally in the pharma stocks, both Astra and Jamjoom, are justified, in our view.  

We see upside risks to the stock prices mainly coming from the rerating of valuation 

multiples. In our view, given the structural growth story, the sector could trade closer 

to the hospitals, that trade typically in the range of 30x - 40x. Currently, Jamjoom trades 

at 28x on forward 12 months EPS and Astra’s implied pharma business trades at 27x. 

Although pharma manufacturers have lesser pricing power than the hospitals, the 

volume growth is more assured and the risk of oversupply is less compared to hospitals 

(huge influx of new beds in the next 2-3 years). However, we have not considered the 

rerating impact yet and would wait for performance of new product launches and the 

impact of growth in the government channel on the margins.  

We slightly raise our target price for Jamjoom and Astra to SAR 143/share and SAR 

189/share, respectively, as we roll forward our valuations to forward 12 months (9m 

2024 and Q1 2025). We assume 30x forward P/E for Jamjoom and value Astra on 

SOTP method. On SPIMACO, we prefer to see more clarity on costs, but raise our 

target price to SAR 35/share on slightly better margin assumptions. On Avalon, we 

keep our target price of SAR 107/share unchanged and advise to take profits at the 

current level. The stock has come off its highs of SAR 193/share, but still trades at 

expensive valuations of 12m forward P/E of 38x, a premium of 36% to Jamjoom’s 

current multiple. In our view, this is unjustified given Avalon’s concentration and lack of 

exposure in specialized therapeutic areas. 
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TASI Pharma

Jamjoom Neutral OW 143.0 133.0 131.8 8.5%
Astra Neutral OW 189.0 183.0 176.2 7.3%

Avalon UW OW 107.0 107.0 149.6 -28.5%
SPIMACO Neutral Neutral 35.0 32.0 38.5 -9.1%

Upside/ 
Downsid

Old TP CMPStock
Current 
Rating

Previous 
Rating

New TP

1Q23 1Q24E Change 1Q23 1Q24E Change
Jamjoom 302 345 14.3% 84 99 17.0%

Astra 748 833 11.3% 123 147 19.8%
Avalon 55 62 12.0% (0) 1 NM

SPIMACO 532 632 18.7% 55 73 33.7%

Revenue Net Income
Stock
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Jamjoom Q1 2024: Jamjoom’s stock price has declined a bit from its recent highs post its Q4 

2023 earnings on concerns over dip in the gross margins. In our view, this gives an opportunity 

to enter into the stock as the 2024-2026 outlook remains intact (12%-15% revenue growth and 

30%-31.5% EBITDA margin). Further, as the top line was a beat in Q4, the unchanged topline 

growth outlook implies higher 2024 revenue than our previous estimates. We are not particularly 

worried about the dip in the gross margins in Q4 as the margins declined mainly due to the 

impact of the high fixed cost base (80% fixed), rather than any deterioration in pricing/mix of 

products. Moreover, we believe margins to recover in Q1 as the pharma demand continues to 

be strong. We estimate revenues to grow by 14% y-o-y in 1Q24 supported by volume as well 

as some pricing benefits (price hikes were effective Feb. 2023) and net profits to rise by 17%. 

In our view, Jamjoom, given its diversified product portfolio and strong R&D team, is well 

positioned to benefit from the multiyear growth story of the pharma industry. 

 

Figure 1 Valuations 

 
Source: Al Rajhi Capital estimates, Forward 12M EPS includes 9M of 2024 and 1Q of 2025 

 

Astra Q1 2024: Astra is a key player given its presence in specialized therapeutic areas as well 

as a leading position in general medicine. We have noticed that the company is focusing on 

divesting non-core business (mining divested recently) as the focus is on improving profitability. 

Currently, its steel business is a potential divestiture candidate. This can have multiple benefits 

for the company. One is unlocking of value for its pharma business (lower conglomerate 

discount) and second is further strengthening of the balance sheet, the company currently has 

a cash balance of over SAR 1.6 bn and this could rise further if the company decides to divest 

its steel business. We estimate Q1 2024 revenues to grow by 11.3% and net profit to grow by 

19.8% y-o-y, supported by further improvement in the margins as the company focuses on 

profitable growth in the steel business. In our view, its pharma business could maintain double 

digit growth in the near future led by government channel. As per the company, it expects 

minimal impact on margins despite the rising exposure to the government as lower S&M costs 

should offset the impact on gross margins.  

Figure 2 Valuations 

 
Source: Al Rajhi Capital estimates, Forward 12M EBIT includes 9M of 2024 and 1Q of 2025 

Price to earnings method

Justified P/E 30.0x

Forward 12M EPS 4.78

Value per share 143.0

CMP 131.8

Upside/Downside 8.5%

SOTP Forward 12M EBIT Assigned multiple Enterprise value Comments

Pharma business 460 30x 13,801
High single digit to low-double growth potential. In line with 

Jamjoom

Chemicals 164 15x 2,463 Stable margins, to grow at mid single digit

Steel 42 20x 844 Strong growth potential

Other segment (59) 10x (594) Group holding and corporate expense

Group level enterprise value 16,514

Conglo. Discount -10% (1,651) Unrealated businesses, thus 10% discount

Group level enterprise value (net) 14,863

Debt (971)

Cash 1,621

WC requirement (considered only 50% impact) (379)

Net equity 15,133

O/S 80

Value per share 189

CMP 176.2

Upside/(downside) 7%
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Avalon Q1 2024: We estimate Q1 revenues to grow by 12.0% y-o-y and net profit to come 

around SAR 1mn. Given its exposure to skin and hair, H1 is relatively weak versus H2, in 

contrast to other pharma companies that have exposure to general medicine and other 

specialized TAs. The stock is currently trading at a 12M forward P/E of 38x, which is notable 

premium to JP’s 12m forward P/E of 28x.  Although the company has guided for higher revenue 

growth (18% in the medium term) versus JP’s 12%-15% revenue growth, we are skeptical and 

consider only 14% growth, that is broadly in line with JP’s growth. We prefer to be conservative 

in terms of assuming higher growth in the tablet category given the lack of key products in the 

specialized therapeutic areas (other than derma and respiratory) currently as well as growing 

competition from other players. Moreover, its reliance on overseas markets, such as Egypt, 

Morocco, to achieve these growth targets, also compel us to be a bit conservative.  We see a 

notable concentration risk for the company as only 2-3 products account for over 70% of its 

sales. At current valuation levels, we advise to take profits. 

 

Figure 3 Valuations 

 
Source: Al Rajhi Capital estimates, Forward 12M EPS includes 9M of 2024 and 1Q of 2025 

 

 

SPIMACO Q1 2024: The company has reported two consecutive weak quarterly earnings, 

although hurt by one-offs. In Q4 2023, the penalty related to NUPCO (delay in delivery) and 

charge for slow moving of inventory weighed on topline. For Q1 2024, we estimate revenues to 

grow by 18.7% and net profit to see 33.7% y-o-y growth. The company has guided for better 

EBITDA margins for 2024 than our earlier estimate of 12.5%. We keep our revenue estimates 

broadly unchanged but raise our EBITDA margin estimate to 12.7%. We raise our target price 

for SPIMACO to SAR 35/share from SAR 32/share before as we roll forward our valuations and 

also consider slightly better margins in 2024. However, we remain neutral on the name and 

would wait for more details on execution and cost control. On 12m forward EV/EBITDA, the 

stock trades at a multiple of 23x versus Jamjoom’s 25x. We assign a target multiple of 20x and 

the discount to Jamjoom is mainly on the back of a weak EBITDA margin, less than half of its 

peers’ 30% EBITDA margin. Nevertheless, we acknowledge that SPIMACO is a critical player 

in the Saudi Pharma sector given its market position in general medicine, exposure to 

government channel and presence across wider therapeutic areas. Further, its decision to 

increase its R&D spending and focus on launching new drugs in specialized therapeutic areas 

should help to improve the margins in the medium term. In our view, the current market value is 

pricing in bulk of the benefits. 

 

 

 

 

 

Price to earnings method Multiples/Values

Justified P/E 27.0x

Jamjoom P/E 30.0x

Discount to Jamjoom -10.0%

Forward 12M EPS 3.97

Value per share 107.0

CMP 149.6

Upside/Downside -28.5%
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Figure 4 Valuations 

 
Source: Al Rajhi Capital estimates 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

EV/EBITDA method EBITDA (SAR mn) Target multiple EV (SAR mn) Comments

12M Forward EBITDA 248.1 20x 4,961

Gowth potential in EBITDA (turnaround story) and margin 

improvement to continue. Assumed 20% discount to Jamjoom's 

implied target multiple of 25x.

Total enterprise value 4,961

Current debt 1,432

Cash 418

Market value (SAR mn) 3,947

Price/sales method Sales (SAR mn) Target multiple Market cap. (SAR mn) Comment

12M Forward sales 1,938 2.0x 3,876 Relevant peer set P/S multiple 3x

Acquisition assumptions SAR mn Comment

Target co. sales 500

EBITDA of target 100

margin 20%

Synergies 25 5% of sales

% of sales 5%

EBITDA plus synergies 125

Target multiple (EV/EBITDA) 20x

Enterprise value 2,500

Debt 2,000 Assuming 4x paid for sales

Equity Value 500

Number of shares 120

Value per share 4

Final Value of the share 2 Due to no major development on this front, we are assigning only 50% of the value

Blended Methodology Market cap (SAR mn)

EV/EBITDA (organic) 3,947

Price/sales (organic) 3,876

Mix of both method (SAR mn) 3,912

No. of shares (mn) 120

Value per share 32.6

Value from potential acquisitions 2.1

Target Price 35.0

CMP 38.50

upside/(downside) -9.1%
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Key Financials 

Figure 5 Jamjoom Figure 6 Astra 

  
 Source: Al Rajhi Capital estimates, EBITDA might differ from company’s number, 
EBITDA considered is Operating profit + D&A 

Source: Al Rajhi Capital estimates, EBITDA might differ from company’s number, EBITDA 
considered is Operating profit + D&A 

 

Figure 7 Avalon Figure 8 SPIMACO 

 

 

Source: Al Rajhi Capital estimates, EBITDA might differ from company’s number, 
EBITDA considered is Operating profit + D&A 

Source: Al Rajhi Capital estimates, EBITDA might differ from company’s number, EBITDA 
considered is Operating profit + D&A 

  

  

  

(SAR mn) 2023 2024E 2025E

Revenue 1,101 1,241 1,408

YoY % 20.1% 12.7% 13.5%

Gross Profit 704 786 900

GM Margin % 63.9% 63.3% 63.9%

YoY % 18.5% 11.6% 14.6%

EBITDA 340 371 427

EBITDA Margin 30.9% 29.9% 30.3%

Net Income 292 322 371

Net Income Margin % 26.6% 26.0% 26.4%

YoY % 70.7% 10.3% 15.1%

EPS 4.2         4.6         5.3         

DPS 2.5         2.8         3.2         

ROE 22% 21% 21%

(SAR mn) 2023 2024E 2025E

Revenue 2,859 3,216 3,593

YoY % 10.2% 12.5% 11.7%

Gross Profit 1,187 1,331 1,488

GM Margin % 41.5% 41.4% 41.4%

YoY % 14.1% 12.2% 11.8%

EBITDA 622 662 754

EBITDA Margin 21.7% 20.6% 21.0%

Net Income 475 562 634

Net Income Margin % 16.6% 17.5% 17.6%

YoY % 0.2% 18.3% 12.7%

EPS 5.9 7.0 7.9

DPS 2.5 3.2 3.6

ROE 24% 23% 22%

(SAR mn) 2023 2024E 2025E

Revenue 338 374 434

YoY % 11.8% 10.4% 16.2%

Gross Profit 207 229 264

GM Margin % 61.3% 61.3% 60.9%

YoY % 12.5% 10.4% 15.4%

EBITDA 92 108 125

EBITDA Margin 27.1% 29.0% 28.7%

Net Income 66 76 89

Net Income Margin % 19.5% 20.4% 20.5%

YoY % 10.7% 15.7% 17.0%

EPS 3.3         3.8         4.5         

DPS 0.9         1.9         2.2         

ROE 22% 22% 22%

(SAR mn) 2023 2024E 2025E

Revenue 1,653 1,891 2,080

YoY % 15.9% 14.4% 10.0%

Gross Profit 708 870 957

GM Margin % 42.8% 46.0% 46.0%

YoY % 25.0% 22.8% 10.0%

EBITDA 173 240 272

EBITDA Margin 10.5% 12.7% 13.1%

Net Income (14) 82 121

Net Income Margin % -0.8% 4.4% 5.8%

EPS (0.1) 0.7 1.0

DPS 0.0 0.0 0.0

ROE -1% 6% 8%
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IMPORTANT DISCLOSURES FOR U.S. PERSONS 
This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia.  Al Rajhi is not a 

registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the 

independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption 

from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  

Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments 

through Al Rajhi.  

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory 

Authority (“FINRA”) and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public 

appearances and trading securities held by a research analyst account. 

Additional Disclosures 

This research report is for distribution only under such circumstances as may be permitted by applicable law.  This research report has no regard to the 

specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient.  This research 

report is not guaranteed to be a complete statement or summary of any securities, markets, reports or developments referred to in this research 

report.  Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or 

incompleteness of fact or opinion in this research report or lack of care in this research report’s preparation or publication, or any losses or damages 

which may arise from the use of this research report. 

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or 

affiliates of Al Rajhi. 

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks.  The 

securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission.  

Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting 

standards and regulatory requirements comparable to those in effect within the United States. 

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency 

other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such 

securities or related financial instruments.   

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al Rajhi with 

respect to future performance.  Income from investments may fluctuate.  The price or value of the investments to which this research report relates, 

either directly or indirectly, may fall or rise against the interest of investors.  Any recommendation or opinion contained in this research report may 

become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes 

in the estimates and forecasts, assumptions and valuation methodology used herein.   

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent of Al 

Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in this respect. This research document has been prepared by Al Rajhi 

Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi Capital’s clients and may not be 

redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Al Rajhi Capital. Receipt 

and review of this research document constitute your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, 

conclusion, or information contained in this document prior to public disclosure of such information by Al Rajhi Capital. The information contained was 

obtained from various public sources believed to be reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or 

warranties (express or implied) regarding the data and information provided and Al Rajhi Capital does not represent that the information content of 

this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document provides general 

information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities 

or other investment products related to such securities or investments. It is not intended to provide personal investment advice and it does not take 

into account the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document. 

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment 

strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized. 

Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and 

investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain 

investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its officers or one or more of its affiliates 

(including research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in 

securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform 

investment banking or other services for, solicit investment banking or other business from, any company mentioned in this research document. Al 

Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential loss or damages that may arise, 

directly or indirectly, from any use of the information contained in this research document.  

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to 

update the information in this research document. Neither the whole nor any part of this research document may be altered, duplicated, transmitted 

or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity 

who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 

would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any registration or licensing requirement within such 

jurisdiction.
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Disclaimer and additional disclosures for Equity Research 

Disclaimer 

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the 

general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without 

the express written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute, 

retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such 

information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable but we do not guarantee 

its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information provided and Al Rajhi 

Capital does not represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular 

purpose. This research document provides general information only. Neither the information nor any opinion expressed constitutes an offer or an 

invitation to make an offer, to buy or sell any securities or other investment products related to such securities or investments. It is not intended to 

provide personal investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of 

any specific person who may receive this document. 

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment 

strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized. 

Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and 

investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain 

investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its officers or one or more of its affiliates 

(including research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in 

securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform 

investment banking or other services for, solicit investment banking or other business from, any company mentioned in this research document. Al 

Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential loss or damages that may arise, 

directly or indirectly, from any use of the information contained in this research document.  

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to 

update the information in this research document. Neither the whole nor any part of this research document may be altered, duplicated, transmitted 

or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity 

who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 

would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any registration or licensing requirement within such 

jurisdiction. 

 

Explanation of Al Rajhi Capital’s rating system 
Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except financial stocks 

and those few other companies not compliant with Islamic Shariah law: 

"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 12 month time 

horizon. 

"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price on a 12 

month time horizon. 

"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 12 month time 

horizon. 

"Target price": We estimate target value per share for every stock we cover. This is normally based on widely accepted methods appropriate to the 

stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum of the parts) analysis. 

Please note that the achievement of any price target may be impeded by general market and economic trends and other external factors, or if a 

company’s profits or operating performance exceed or fall short of our expectations. 
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