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Target Price: SAR6.9/share
Current Price: SAR5.67/share
Upside: 21.0% (+6.5% div yield)
Rating: Overweight

Saudi Manpower Solutions Co. (SMASCO)
Sustained growth with rising margins; TP lifted to SAR6.9/sh

= Broad-based growth across corporate and individuals segments is likely to drive a top-line
CAGR of 7.2% over 2025-28e on healthy demand from key sectors and client retention.

= Earnings are expected to grow at a CAGR of 15.5% over 2025-28e, aided by gradual margin
improvement in the individuals segment even as corporate-segment pressure persists.

= We set our 1Y fwd TP to SAR6.9/sh, based on equal weightage valuation using DCF and P/E
valuation approaches and maintaining Overweight rating.

Healthy revenue growth backed by structural demand drivers: SMASCO delivered a robust
11.4% revenue growth in 1H26. Corporate remains the primary revenue driver, growing 10.7%
y/y and contributing ~65% of revenue with Oil & Gas, Petrochemicals and Construction
accounting for 21% and 22% of segment revenues, respectively. Construction led the Corporate
segment growth, surging 62% y/y on rising sector demand. Meanwhile, the Individuals segment
grew 17.5% y/y, lifting its contribution to ~32% of total revenue from 30.6% in 1H25, supported
by strong 24.3% y/y growth in hourly services in 1H26. More broadly, demand for manpower
services remains robust, particularly across Individuals, Construction, Hospitality, and Health
care sectors. Against a competitive backdrop, client retention remains a key focus, with
SMASCO emphasizing a diversified sector portfolio to reduce concentration risk and support
more sustainable growth. Looking ahead, we expect continued momentum across both
corporate and individuals segments, underpinned by the continued execution of major projects
in Saudi Arabia. Accordingly, we expect SMASCO’s workforce expansion to translate intoa 7.2%
revenue CAGR over 2025-28e, with total headcount growing at a 3.7% CAGR over the period.

Gross margin expands on stronger Individuals mix, supporting earnings growth: SMASCQO’s
gross profit margin increased 1.3ppts y/y to 14.8% in 1H26, with GP growing 22.2% y/y and
materially outpacing revenue growth. The improvement was primarily driven by the Individuals
segment, where gross profit jumped 44.0% y/y, rising segment GPM to 18.5% in 1H26 from
15.2% last year, supported by stronger demand, balanced supply, and ongoing initiatives to
enhance margins through portfolio diversification.

Figure 1: Key financial metrics

Revenue 1,893 2,095 2,339 2,476 2,583
Revenue growth 4% 11% 12% 6% 4%
Gross Profit 211 298 357 385 405
Gross profit margin 11.1% 14.2% 15.3% 15.5% 15.7%
Operating Profit 132 175 214 233 246
Operating profit margin 7.0% 8.3% 9.1% 9.4% 9.5%
Net profit 126 151 198 217 232
Net profit growth -24.0% 19.2% 31.3% 9.5% 7.2%
Net profit margin 6.7% 7.2% 8.5% 8.7% 9.0%
EPS (SAR) 0.3 0.4 0.5 0.5 0.6
DPS (SAR) 0.3 0.3 0.4 0.4 0.4
P/E 17.9x 15.1x 11.5x 10.5x 9.8x
EV/EBITDA 12.2x 9.9x 8.5x 7.8x 7.4x

Source: Company, GIB Capital
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Meanwhile, gross profit margin in the corporate segment remained relatively stable under
competition pressure at around 11%. Looking ahead, we expect the overall GP margin to
improve gradually to 15.3% in 2026e and stabilize at ~15.7% by 2028e, driven primarily by the
increasing contribution of the Individuals segment and continued margin expansion within the
segment. Further gains in operational efficiency and profitability should provide incremental
support to operating margins over the forecast period. Meanwhile, SMASCO aims to reduce
startup-phase losses and achieve operating break-even in 2027e for its JV “Waed” with the
expectation of contributing positively to the bottom line by 2028e. Overall, we expect earnings
to grow at a 15.5% CAGR over 2025-28e.

SMASCO reported 2Q26 revenue of SAR571mn, up 11% y/y and in line
with our estimate. This growth was primarily driven by solid growth across its core business
segments. Revenue from the corporate segment increased 10.0% y/y, while Individuals grew
16.8% y/y, supported by a 22.5% y/y jump in hourly services. In addition, Logistics Services
revenue also rose 11.9% y/y, whereas revenue from Other Services declined by 15.7% vy/y,
reflecting normal fluctuations in the Company’s smaller business segments. Meanwhile, gross
profit increased 21.5% y/y to SAR81mn (in line), outpacing revenue growth. As a result, gross
margin expanded to 14.2% (+1.2ppts y/y), supported by increased contribution and improved
profitability from the Individuals segment. Moreover, operating profit also rose 35.3% y/y to
SAR48mn, benefiting from top-line growth and stronger gross margins. These gains came
despite higher SG&A expenses and higher allowances for expected credit losses. Consequently,
net profit increased 51% y/y to SAR45mn, largely in line with our SAR47mn estimate. Net profit
margin expanded to 7.8% from 5.7% in 2Q25, driven by stronger operating profitability,
improved segment mix and a 53% y/y increase in other income, offsetting losses from the
investment in Waad Khadmat Al Munzal.

Figure 2: 2Q26 results summary

SARmMn 2Q26 2Q25 y/y % 1Q26 q/q%  GIBC est. Variance %
Revenues 571 514 11.1% 557 2.5% 563 1.4%
Cost of sales 490 447 9.5% 472 3.9% 481 1.8%
Gross profit 81 67 21.5% 85 -5.2% 82 -1.3%
Opex 33 31 5.6% 34 -4.2% 32 3.1%
Operating profit 48 36 35.3% 51 -5.9% 50 -4.1%
Net income 45 30 51.1% 49 -8.2% 47 -4.9%
Margins

Gross margin 14.2%  13.0% 15.3% 14.6%

Operating margin 8.4% 6.9% 9.2% 8.9%

Net margin 7.8% 5.7% 8.7% 8.3%

Source: Company data, GIB Capital

We remain positive on SMASCO, underpinned by i) broad-based top-line
growth with strong momentum in construction and hourly services, ii) a gradual margin
improvement and Waed turning profitable by 2028e, iii) a debt-free balance sheet providing
ample financial flexibility to support expansion, and iv) an attractive dividend yield of 6.5-7.2%
for 2026—27e. Post revision in our estimates and rolling forward the valuation, we set our 1Y
forward TP to SAR6.9/sh. Based on an equal blend of DCF and P/E (12.0x on average 2026-27e
EPS), implying an Overweight rating with 21.0% upside potential. The key downside risks are
the cyclicality of the industry, high competition, regulatory changes resulting in higher cost of
operation, price capping, and risk of receivables.
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Financial analysis in charts

Figure 3: Revenue trend (SARmn)

Figure 4: Revenue mix
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Figure 5: Margins

15.5% 15.7%

15.3%
14.2% ——e
11.1%
030, 9.1% 9.4% 9.5%
. 0
7.0% o— o
8.5% 8.7% 9.0%
7% 7.2%
2024 2025 2026 2027e  2028e

=== Gross margin ==@==QOperating margin ==@==Net margin

Source: Company data, GIB Capital

Figure 6: Net profit (SARmn)
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Figure 7: ROA and ROE
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Figure 8: Dividend (SAR)
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Financials

Figure 9: Summarized basic financial statements (SARmn)

Revenue 1,893 2,095 2,339 2,476 2,583
revenue y/y 4% 11% 12% 6% 4%
COGS 1,682 1,796 1,982 2,091 2,178
Gross Profit 211 298 357 385 405
Gross Profit margin 11.1% 14.2% 15.3% 15.5% 15.7%
Selling and distribution expenses 19 23 30 31 33
General and administrative expenses 57 69 77 82 85
ECL 3 25 28 30 31
Others 0 6 9 9 10
Operating profit 132 175 214 233 246
Operating margin 7% 8% 9% 9% 10%
Other income 16 13 15 15 14
Finance costs 7 7 8 8 7
Share in a joint venture 0 (15) (7) (3) 1
PBT 142 166 214 237 254
Zakat/tax 16 15 16 20 22
Loss/Profit from discontinued ops 0 0 0 0 0
Net income 126 151 198 217 232
Net margin 7% 7% 8% 9% 9%
v/y -24% 19% 31% 9% 7%
EPS 0.3 0.4 0.5 0.5 0.6
DPS 0.3 0.3 0.4 0.4 0.4
Payout 79% 79% 75% 75% 75%
EBITDA 174 213 251 272 287
(BalanceSheet 20242 2025 20%6e 2027 2028
Trade receivables 312 344 384 407 424
Prepayments and other current assets 111 125 140 148 155
Cash and cash equivalents 40 60 29 43 62
Other current assets 363 409 421 424 427
Total Current Assets 827 938 975 1,022 1,068
Property and equipment 167 182 199 218 236
Right-of-use assets 49 56 57 56 55
Murabaha term deposit 10 10 10 10 10
Other non-current assets 42 36 36 36 36
Total Non-Current Assets 269 284 302 319 337
Total Assets 1,095 1,222 1,277 1,341 1,405
Current Liabilities 304 379 380 387 390
Non-current Liabilities 191 204 208 211 215
Equity 600 639 688 742 801
Total Equity and Liabilities 1,095 1,222 1,277 1,341 1,405
BVPS 1.5 1.6 1.7 1.9 2.0
(Cashflow  2024a 20250  202%e  2027e 2028

Cashflow from Operations 120 176 180 241 260
Cashflow from Investing (46) (33) (56) (56) (59)
Cashflow from Financing (70) (123) (155) (1712) (182)
Total Cashflows 4 20 (31) 14 19

Source: Company, GIB Capital
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Figure 10: Key ratios

Profitability ratios

RoA 12% 12% 15% 16% 17%
RoE 21% 24% 29% 29% 29%
Sales/Assets 173% 171% 183% 185% 184%
Net margin 7% 7% 8% 9% 9%

Liquidity ratios

Current Assets/ Current Liabilities 2.7 2.5 2.6 2.6 2.7
Receivable Days 60 60 60 60 60
Payable days 4 8 5 5 5
Cash conversion cycle 56 52 55 55 55
Debt ratios

Net Debt/EBITDA (w/ IFRS liab.) 0.03 -0.04 0.09 0.03 -0.04
Debt/Assets (w/o IFRS liab.) 0.04 0.04 0.04 0.04 0.04
Net Debt/Equity (w/ IFRS liab.) 0.01 -0.01 0.03 0.01 -0.02

Valuation ratios

P/E 17.9 15.1 115 10.5 9.8
P/B 3.8 35 33 3.1 2.8
EV/EBITDA 12.2 9.9 8.5 7.8 7.4
Dividend Yield 4.4% 5.3% 6.5% 7.2% 7.7%

Source: Company, GIB Capital
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This research report has been prepared by GIB Capital, Riyadh, Saudi Arabia. It has been prepared for the general use
of GIB Capital's clients and may not be altered, redistributed, retransmitted or disclosed, in whole or in part, or in any
form or manner, without the express written consent of GIB 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 GIB Capital. The information
contained was obtained from various public sources believed to be reliable, but we do not guarantee its accuracy. GIB
Capital makes no representations or warranties (express or implied) regarding the data and information provided and
GIB 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. GIB Capital or its officers (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. GIB Capital 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. GIB Capital 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. Where the report contains or refers to a recommendation about a specific security or securities
service, please note that it may not be suitable for all recipients. 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. The subjectivity in future expectations is complex and
may miss actual or reported numbers.

This research document and any recommendations contained are subject to change without prior notice. GIB Capital
assumes no responsibility to update the information in this research document. 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 GIB Capital to any registration or licensing requirement within such jurisdiction

The principal activities of GIB Capital are Dealing, Custody, Managing, Arranging and Advising pursuant to the Capital
Market Authority ("CMA") License No. 07078-37.

We use a rating system based on potential upside, 1 year from today, based on our valuation models. For "Overweight"
ratings, the estimated upside is >10%, for "Underweight", the estimated downside is <10%. For returns in between +/-
10%, we have a Neutral rating.

Contact us for queries:

Sell Side Research Department,

GIB Capital,

B1, Granada Business & Residential Park,
Eastern Ring Road, PO Box 89589, Riyadh 11692
www.gibcapital.com
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