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Core ICT lifts revenue, but margin squeeze and early-retirement
costs flatten profit

Last Price: SAR 91.0 | YoY Performance: -19.1%
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= Solutions delivered SAR 417 mn in 3Q26 net profit, flat YoY but down 7.9% Senior Analyst — Sell Side Research
QoQ and 11.0% below our SAR 468.7 mn estimate, as a weaker gross margin sulaiman.alharbi@anbcapital.com.sa

and SAR 20 mn of early retirement program costs offset 9.6% revenue growth. +966 114062500 Ext. 3583

=  Revenue rose 9.6% YoY to SAR 3,394 mn, essentially in line with our

expectations with only a 2.8% variance, led by Core ICT Services (+20.0% YoY) e (e

and Digital Services (+4.9% YoY); revenue also grew 4.8% QoQ on Digital Bloombergiote SOLUTION AB
Services (+32.5%) and IT Managed and Operational Services (+11.9%). Last Price (SAR) 91.0
= Gross margin came in at 21.9% in 3Q26 vs. 22.8% in 3Q25 (-96 bps YoY) and No of Shares (mn) 240
24.3% in 2Q26 (-246 bps QoQ), 164 bps below our estimate, as cost of revenues Market Cap b (SAR/USD) 209/5.6
rose SAR 260.7 mn YoY; gross profit rose 5.0% YoY but fell 5.8% QoQ to SAR SISl e DL E L
742 mn. LS AANG i) 31.4/84
(SAR/USD)
=« Operating profit rose 6.1% YoY but fell 3.2% QoQ to SAR 490 mn, 7.6% below Free Float (%) 20.0
5z our estimate, as the gross-profit shortfall was partly cushioned by operating LF":‘“-‘E“ Hoflgirt‘is (:/:;?h — 4.4
|<_E expenses of SAR 252 mn, 13.2% below our estimate and 10.6% lower QoQ on e TR
— a SAR 50.8 mn drop in selling and distribution costs.
wn
o = Below the operating line, other expenses were SAR 30 mn vs. SAR 6 mn in 3Q25,
$ mainly on SAR 20 mn of early retirement program costs; zakat and tax rose SAR Relative Price Performance
N 1 mn YoY. Excluding these costs, net profit growth would have been around Lo TASI SOLUTION
g >%. 0.0%
= Net profit of SAR 417 mn was flat YoY and fell 7.9% QoQ, 11.0% below our SAR 10.0%
468.7 mn estimate, as the margin shortfall and higher other expenses offset 20.0%

revenue growth. EPS came in at SAR 1.75 vs. our SAR 1.97 estimate. 1005

=  Based on our last review, we have an Overweight rating with a target price of o

SAR 127/share (previously 254/share, adjusted for the 1:1 bonus share 888883828
issuance). The stock is down 19.1% YoY, underperforming TASI, which is down o iomzber;anb:re;j =20
6.9% YoY.

Financials (SAR mn) 3Q26A 3Q26E* Var (%) 3Q25A YoY (%) 2Q26A QoQ (%)
Revenue 3,394 3,492 -2.8 3,098 9.6 3,240 4.8

Cost of Revenues (COGS) 2,652 2,671 -0.7 2,391 10.9 2,452 8.2
Gross Profit 742 821 -9.6 707 5.0 788 -5.8
Gross Margin (%) 21.9 23.5 22.8 24.3

Operating Expenses 252 290 =132 245 2.9 282 -10.6
Operating Profit 490 530 -7.6 462 6.1 506 -3.2
Operating Margin (%) 14.4 15.2 14.9 15.6

Net Income 417 469 -11.0 417 0.0 453 -7.9

Net Margin (%) 12.3 13.4 13.5 14.0

EPS (SAR) 1.75 1.97 1.75 1.90

Source: Company Financials, anbc research
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