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Jarir Marketing Company

Discounting continues to impact bottom line and margins

3Q22 Net Profit marginally higher than our estimate

Jarir Marketing Co (“JARIR”, “"The Company”) reported a marginal
growth in net profit from SAR 272 Mn in 3Q21 to SAR 274 Mn in
3Q22, slightly higher than our estimate of SAR 266 Mn. The mar-
ginal growth in net profit is driven by a 13.1% YOY growth in top-
line which is largely offset by an increase in cost of sales and sell-
ing and marketing expenses. The Company spent on promotions,
discount and advertisement to enhance its market share in KSA.

P&L highlights

Total revenue increased 13.1% YOY to SAR 2,517 Mn in 3Q22
mainly due to a growth in sales of smartphones and school supplies
supported by promotional offers and the back-to-school season.
The cost of sales rose 14.1% YQY to SAR 2,145 Mn in 3Q22 due to
discounts offered to customers to boost smartphone sales and en-
hance market share of the company. As a result, gross profit rose
8.2% YOY to SAR 372 Mn in 3Q22 with a gross margin of 14.8% in
3Q22 compared to 15.5% in 3Q21. The Company selling and mar-
keting expenses rose in 3Q22 as it made investment in the adver-
tisement and marketing expenses to support promotional offers
and discount offered to increase sales. JARIR also recorded a de-
cline in other income mainly due to increase in insurance compen-
sation of SAR 11 Mn in 3Q22. Thus, operating profit fell marginally
0.4% YOY to SAR 291.3 Mn in 3Q22.

Balance Sheet highlights

As of 30 June 2022, the company remained debt free. Total lease
liabilities stood at SAR 679.4 Mn in 2Q22. Cash and cash equiva-
lents stood at SAR 230.2 Mn in 2Q22. Jarir generated SAR 167.5
Mn in cash flow from operations in 1H22 compared to SAR 511.7
Mn in 1H21 due to decline in profit and increased investment in
working capital.

Target price and rating

We revise our rating on JARIR from BUY to HOLD with a target
price of SAR 175.0. The Company share price moved up 17.1%
since our last rating (i.e., 20 July 2022) compared to a negative
change in TASI index value of 2.6% during the same time. It added
two stores, while closed one store in 2022. It opened its first store
in Bahrain. In addition, Jarir also plans to open seven new show-
rooms in 2022. The company revenue rose marginally 0.7% YOY to
SAR 6,814.4 Mn during nine months of FY2022. While, it recorded a
decline in profitability and margins due to discounts offered to cus-
tomers to stimulate sales. JARIR is using a variety of marketing
techniques to boost sales in its Ecommerce division, which will ena-
ble them to grow their online sales and enhance market share.
However, this is strategy is expected to pressurize profitability in
the near-term. It will continue to adopt this strategy for expansion
in Saudi Arabia, Kuwait, the UAE, and Bahrain, and other countries.
Jarir also expects shortage of electronic products to ease from Au-
gust 2022 which will increase product offering and further help in
growing sales during 2022. It entered into partnership agreement
with several local banks to offer financial solution to pay for pur-
chases in easy installments. These initiatives would help Jarir in
growing sales during 2022. JARIR is trading at an attractive divi-
dend vyield of 4.7% based on FY2022 financials. Considering all
these factors, we assign a HOLD rating on the stock.
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First Look Note — 3Q22

Sector: Consumer Discretionary

Current Price (19-Oct-22) 165.00
Target Price 175.00
Upside/Downside (%) +6.1%

Stock Information

Market Cap (mm) 19,800.00
Paid Up Capital (mm) 1,200.00
52 Week High 211.00
52 Week Low 141.60
3M Avg. daily value (SAR) 29,621,210
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Dividend Yield (12m) 4.55
Dividend Pay-out (%) 95.58
Price-Earnings Ratio (x) 20.55
Price-to-Book Ratio (x) 11.62
Book Value (SAR) 14.20
Return-on Equity (%) 57.47
Earning Per Share (SAR) 8.03
Beta 0.74

Stock Performance

5 Days -1.90%
1 Months -0.84%
3 Months 14.90%
6 Months -16.41%
1 Year -18.56%
Month to Date (MTD) -1.20%
Quarter to Date (QTD) -1.20%
Year to Date (YTD) -16.16%
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JARIR - Relative valuation

Jarir Marketing Co -3Q22

(at CMP) 2018 2019 2020 2021 2022F
PE(X) 20.6 20.1 19.7 19.9 18.3
PB(X) 11.6 12.0 11.4 11.2 11.1
EV/EBITDA 19.2 16.5 15.7 15.9 14.9
Dividend yield 4.5% 5.0% 4.7% 4.8% 4.8%
FABS Estimates & Co Data
JARIR - P&L
SAR mm 3Q21 2Q22 3Q22A 3Q22F Var YOYCh QOQCh 2021 2022F Ch
Sales 2,224 2,011 2,517 2,386 5.5% 13.1% 25.2% 9,088 9,393 3.4%
Cost of Sales -1,880 -1,762 -2,145 -2,052 4.5% 14.1% 21.7% -7,859 -8,078 2.8%
Gross profit 344 249 372 334 11.5% 8.2% 49.8% 1,229 1,315 7.0%
Operating profit 293 192 291 284 2.4% -0.4% 51.9% 1,061 1,153 8.7%
Net Profit 272 177 274 266 3.0% 0.4% 54.5% 992 1,079 8.8%
JARIR - Margins
3Q21 2Q22 3Q22A YOYCh QOQCh 2021 2022F Change
Gross profit 15.5% 12.4% 14.8% -68 243 13.5% 14.0% 47
Operating Profit 13.2% 9.5% 11.6% -158 203 11.7% 12.3% 60
Net Profit 12.2% 8.8% 10.9% -138 206 10.9% 11.5% 58

FABS estimate & Co Data
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com

Sales & Execution

Abu Dhabi Head Office

Trading Desk +971-2-6161700/1 Online Trading Link
+971-2-6161777
Institutional Desk +971-4-4245765
Sales and Marketing +971-2-6161703
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-
modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-
change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-
vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-
tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-
nancial instrument. The information, opinions and material in this report have been obtained and derived from
publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accu-
racy and completeness of information and opinions expressed in this report. Opinions expressed are current
as of the original publication date appearing on the report only and the information, including the opinions
contained herein, are subject to change without notice. FABS is under no obligation to update this report. The
investments referred to in this report might not be suitable for all recipients. Recipients should not base their
investment decisions on this report and should make their own investigations, and obtain independent advice,
as appropriate. Any loss or other consequences arising from the uses of material contained in this report shall
be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-
sequence. The value of any investment could fall as well as rise and the investor may receive less than the
original amount invested. Some investments mentioned in this report might not be liquid investments, which
could be difficult to realise in cash. Some investments discussed in this report could be characterised by high
level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material
contained in this report. No part of this report may be reproduced, utilised or modified in any form either in
whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including
photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.
While utmost care has been taken to ensure that the information provided is accurate and correct, neither
FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the
recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/
restrictions.
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