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Retal: 3Q26 earnings beat consensus, supported by a one-off gain; margins
contract YoY

Last Price: SAR 6.2 | Consensus Target Price: SAR 12.9 | YoY Performance: -46.3%

Retal Urban Development Co. (Retal) reported a net income of SAR 51.7 mn for 3Q26, exceeding the consensus estimate
of SAR 37.0 mn by 39.7%. Profitability was down 6.8% YoY but recovered from a net loss of SAR 17.2 mn reported in
2Q26. The decline in net profit was due to a 20.2% YoY increase in cost of sales due to changes in sales mix and higher
handover-related costs for ongoing projects. Additionally, operating expenses rose 23.4% YoY to SAR 54.6 mn. This was
partly offset by a 13.1% YoY increase in revenue and a SAR 17.3 mn gain following the commencement of the partial
liquidation of a fund in which the company holds an interest, and a higher share of results from associates.

Revenue for the quarter arrived at SAR 764.7 mn, up 13.1% YoY and exceeded the consensus estimate by 18.2%. The
increase in revenue was driven by a 14.2% YoY rise in revenue from development contracts, led by higher completion
rates across ongoing projects. However, gross profit for the quarter declined 14.5% YoY to SAR 119.3 mn, due to a 20.2%
YoY increase in cost of sales. The company faces a higher contribution from lower margin projects, which in our view are
mainly NHC and ROSHN offtake developments. Resultantly, gross margins for 3Q26 fell by 5.0 ppts YoY to 15.6%.

On a sequential basis, revenue rose 21.6% from SAR 628.7 mn in 2Q26, while cost of sales rose at a slower pace of 18.7%.
This drove a 40.7% QoQ increase in gross profit and a 2.1 ppts expansion in gross margin from 13.5% in 2Q26.
Additionally, a 9.3% QoQ decline in opex supported a 163.0% increase in operating profit, with the company returning
to profitability from a net loss of SAR 17.2 mn in 2Q26.

As of 2Q26, Retal’s backlog stood at SAR 18.4 bn, equaling 7.6x of 2025 revenue, while 85% of units in ongoing projects
were already sold. NHC accounts for 52.9% of the backlog, with Retal’'s NHC project value rising from SAR 4.1 bn in 2024
to SAR 11.5 bn in 2Q26, including the SAR 5.2 bn Deera development. Additionally, NHC's plan to double housing supply
from 300,000 homes at end of 2025 to 600,000 by 2030f supports further awards. ROSHN (including offtake) and Jabeen
add SAR 6.9 bn and SAR 1.1 bn to the backlog, respectively.

Retal's stock has declined 46.3% YoY, underperforming TASI, which declined 14.0% during the same period. The stock is
currently trading at a 2027e P/E of 8.5x, with a consensus target price of SAR 12.9/share, implying an upside of 108.1%
from last close of SAR 6.2/share.
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Disclaimer:

This report has been prepared on the basis of information believed to be reliable, but anb capital makes no guarantee, representation or
warranty, express or implied, as to the accuracy, correctness or completeness of such information, nor do they accept any responsibility for loss
or damage arising in any way (including by negligence) from errors in, or omissions from the information.

This report has been prepared by anb capital for information purposes only and is not and does not form part of nor should be considered
advice, recommendation, offer for sale or solicitation of any offer to subscribe for, purchase or sell any securities, nor shall it or any part of it
form the basis of or be relied on in connection with any contract or commitment whatsoever, and any views or opinions expressed herein are
subject to change without notice.

This report and information contained herein, are provided for informational purpose only and does not take into consideration any investment
objective, financial situation or particular needs of any recipient and are not designed with the objective of providing information to any
particular recipient and only provides general information.



