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SAR mln 2Q26 1Q26 2Q25 Q/Q % Y/Y %

Revenues 124 123 125 1% -1%

Cost of Sales -100 -100 -103 0% -3%

Gross Profit 24 23 21 4% 10%

Operating Expenses -12 -12 -12 1% -1%

Operating Profit 12 11 10 6% 24%

Net Income 6 6 5 -4% 29%

EPS 0.03 0.04 0.03 -4% 29%

Dispatches (‘000 tons) 658 638 622 3% 6%

Realized Price (SAR/ton) 188 193 200 -2% -6%

Cost per ton (SAR/ton) -152 -157 -166 -3% -8%

Margins (%)

Gross Margin 19 19 17 55 bps 192 bps

Operating Margin 10 9 8 48 bps 194 bps

Net Margin 5 5 4 -24 bps 110 bps
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Najran Cement (HOLD, TP: SAR 6, 3002.SE) 2Q26 Results Review
Earnings jumped Y/Y as lower costs drove margin expansion. Maintain Hold.

Najran Cement reported a 29% Y/Y increase in 2Q26 net profit, although profitability declined 4% Q/Q to
SAR 0.03 per share. Revenue declined Y/Y, mainly due to lower realized prices, while it increased Q/Q on
higher dispatches. Gross profit increased on both Y/Y and Q/Q bases, with gross margins expanding across
both periods. Operating expenses declined Y/Y but increased Q/Q. Nevertheless, contained operating
expenses, coupled with stronger gross profit, supported a higher operating profit. As a result, the company
reported a net margin of 5% in 2Q26.
• Revenue declined 1% Y/Y to SAR 124mn, primarily due to a 6% Y/Y drop in retention prices, partly offset by a 6% Y/Y increase in

dispatches. Sequentially, revenue was up 1% Q/Q, driven by a 3% increase in dispatches despite a 2% decrease in retention price.
Cost of sales decreased 3% Y/Y and remained broadly flat Q/Q. As a result, gross profit advanced 10% Y/Y and 4% Q/Q, while gross
margins expanded 192bps Y/Y and 55bps Q/Q. The margin expansion was driven by an 8% Y/Y and 3% Q/Q decline in cost per ton,
while the decline in revenue per ton was limited to 6% Y/Y and 2% Q/Q. Operating expenses fell 1% Y/Y but increased 1% Q/Q to
SAR 12mn. Consequently, operating profit jumped 24% Y/Y and 6% Q/Q.

• The company’s net profit after tax clocked in at SAR 6mn (EPS: SAR 0.03) in 2Q26 compared to a profit of SAR 5mn in 2Q25 and
SAR 6mn in 1Q26.

• The company’s inventory-to-LTM sales ratio stands at 114%, lower compared to its regional peer Southern Cement (inventory to
LTM sales ratio of 157%), while it is higher than the sector (inventory to LTM sales ratio of 81%). Inventory stood at 3.1mn tons
(3.1mn tons in 2Q25 and 2.9mn tons in 1Q26).

• The company trades at EV/ton of SAR 187, at 58% discount to the sector (EV/ton of SAR 445) and 55% discount to Southern
Cement (EV/ton of SAR 416). It trades at a 36% discount to its 3-year average EV/ton multiple of SAR 292, compared with the
overall sector, which is trading at a 27% discount (SAR 611).

• The company’s dispatches increased on both a Y/Y and Q/Q basis during the quarter; however, this came at the expense of
realized prices. Domestic dispatches increased 3% Y/Y, outperforming the broader sector, which was flat Y/Y, and the southern
region, where dispatches fell 3% Y/Y. Despite realized prices declining 6% Y/Y and 2% Q/Q, lower cost per ton supported gross
profit growth during the quarter. Despite the positive quarterly performance, we expect dispatches to remain under pressure in the
region, as reflected in 8M26 sales. Sector dispatches declined 2% Y/Y, while southern region dispatches fell 5% Y/Y, primarily due
to a limited pipeline of large-scale projects and export volumes remaining below potential amid ongoing instability in Yemen.
Given the government’s current focus on delivering existing time-sensitive projects and events, we do not expect major new project
announcements in the southern region in the near term. Nevertheless, previously announced initiatives across urban development,
industrial expansion, logistics infrastructure, and tourism—including Jazan City for Primary & Downstream Industries (JCPDI) and
infrastructure upgrades across Jazan and Asir—should provide some support to cement demand over the medium term. Najran
Cement’s domestic regional market share increased to 43% in 2Q26 from 39% in 4Q25. We believe the market share gains were
largely driven by more aggressive pricing, as reflected in the decline in realized prices. Looking ahead, we expect realized prices to
remain under pressure as regional demand has yet to meaningfully recover. Against the backdrop of a challenging demand
environment and heightened pricing pressures, we have reduced our target price by 5%. The company currently trades at 0.5x
2026F P/BV and 35.2x P/E. Maintain Hold.

Rating and Risks

We are HOLD rated on NAJRAN and our 12-month target price is SAR 6. Upside risks include stronger-than-expected
cement demand and higher retention price. Downside risks include a slump in cement demand, rising inventory levels,
regulatory action against higher selling prices and contraction in public spending due to the decline in oil prices.
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Rating Framework

Buy

Shares of the companies under coverage in this report are expected to outperform relative to the 
sector or the broader market.

Hold

Shares of the companies under coverage in this report are expected to perform in line with the 
sector or the broader market.

Sell

Shares of the companies under coverage in this report are expected to underperform relative to 
the sector or the broader market.

Important Disclaimer
This report is prepared by Saudi Fransi Capital (“SFC”), a fully-fledged investment firm providing investment
banking, asset management, securities brokerage, research, and custody services. SFC, and its affiliate, might
conduct business relationships with the company that is subject of this report and/ or own its security.

This report is based on current public information that we consider reliable, but we do not represent it is
accurate or complete, and it should not be relied on as such. Accordingly, no representation or warranty, express
or implied, is made as to, and no reliance should be placed on the fairness, accuracy, completeness or
correctness of the information and opinions contained in this report.

This report is intended for general information purposes only, and may not be reproduced or redistributed to any
other person. This report is not intended as an offer or solicitation with respect to the purchase or sale of any
security. This report is not intended to take into account any investment suitability needs of the recipient. In
particular, this report is not customized to the specific investment objectives, financial situation, risk appetite or
other needs of any person who may receive this report. SFC strongly advises every potential investor to seek
professional legal, accounting and financial guidance when determining whether an investment in a security is
appropriate to his or her needs.

To the maximum extent permitted by applicable law and regulation, SFC shall not be liable for any loss that may
arise from the use of this report or its contents or otherwise arising in connection therewith. Any financial
projections, fair value estimates and statements regarding future prospects contained in this report may not be
realized. All opinions and estimates included in this report constitute SFC’s judgment as of the date of production
of this report, and are subject to change without notice. Past performance of any investment is not indicative of
future results. The value of securities, the income from them, the prices and currencies of securities, can go
down as well as up. An investor may get back less than what he or she originally invested. Additionally, fees may
apply on investments in securities. Changes in currency rates may have an adverse effect on the value, price or
income of a security. No part of this report may be reproduced without the written permission of SFC. Neither
this report nor any copy hereof may be distributed in any jurisdiction outside the Kingdom of Saudi Arabia where
its distribution may be restricted by law. Persons who receive this report should make themselves aware of, and
adhere to, any such restrictions. By accepting this report, the recipient agrees to be bound by the foregoing
limitations.
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