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• MCGS posted 2Q2020 net income/EPS of QR9.53mn/QR0.03, down 29.3% YoY (down 53.9%, QoQ), falling below
our net income estimate of QR11.5mn. In 1H2020, MCGS reported net profit of QR30.2mn vs. QR33.8mn in
1H2019. Whereas, 1H2020 EPS amounted to QR0.11 with a 10.7% decline YoY.

• Gross profit was slightly below our estimate. The company recorded QR29.4mn in gross profits, declining 32.5%
YoY and 45.1% QoQ (variance: -6.7%). Revenues were lower 29.0% YoY and 35.3% QoQ at QR84.3mn as a result
of the coronavirus-related regulations coming into effect at the beginning of 2Q2020. As such, these regulations
limited the services that could be offered by private hospitals and clinics in Qatar, which we believe were
partially offset by stronger emergency service revenue. Gross margin declined from 36.7% in 2Q2019 to 34.9% in
2Q2020 (also down sequentially vs. 1Q2020’s 41.1%).

• On the other hand, G&A (excluding the Board of Directors remuneration) declined 21.8% YoY and 19.7% QoQ in
2Q2020 (variation: +6.7%), mainly due to a 32% YoY decline in staff costs, accounting for 59% of the G&A as of
2Q2020.

• During 2Q2020, MCGS reversed QR4.48mn of provisions, which were previously allocated for expected credit
losses on trade receivables. The provisions had been allocated in 1Q2020 and management had stated during the
1Q2020 conference call that they would be reconsidered during June or December. In 2Q2019, MCGS’ provision
reversals amounted to QR4.14mn. Therefore, the impact of provision reversals on the YoY net income growth
was limited.

• We continue to rate MCGS as a Market Perform and keep our estimates for now. We also maintain our TP at
QR8.04/sh. We think MCGS’ revenues and net earnings should be recovering starting from 3Q2020 with the
reopening of the closed clinics in 3Q2020. In the medium to long term, the company is likely to benefit from an
anticipated re-initiation of Qatar ’s National Health Insurance Scheme, which resulted in an upsurge in MCGS’
revenue, margins and consequently in net profits during its first implementation in 2013-2015. Following the
announcement of draft law preparations for the new National Healthcare System on June 18, 2019, MCGS shares
rose by 27.2%, outperforming the QE Index ’ 9.8% decline. Our one-year TP (QR8.04) for MCGS already
incorporates foreseeable benefits of a favorable National Health Insurance structure to be up and running by the
end of 2021. Until details of the new National Health Insurance become clear, we anticipate MCGS shares to
maintain their volatility.
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