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SAR mln 1Q26 4Q25 1Q25 Q/Q % Y/Y %

Revenues 354 354 299 0.1% 18.7%

Cost of Goods 255 263 201 -3.2% 26.4%

Gross Profit 100 91 97 9.6% 2.6%

Operating Expenses 19 21 20 -9.3% -5.4%

Operating Profit 81 70 77 15.3% 4.7%

Net Income 72 41 62 74.1% 16.0%

EPS 0.84 0.48 0.72 74.1% 16.0%

Dispatches ('000 tons) 754 789 652 -4.4% 15.6%

Realized Price (SAR/ton) 470 449 458 4.7% 2.6%

Cost per ton (SAR/ton) 338 334 309 1.3% 9.3%

Margins (%)

Gross Margin 28.1 25.6 32.5 245 bps -440 bps

Operating Margin 22.7 19.7 25.8 300 bps -304 bps

Net Margin 20.3 11.7 20.8 865 bps -47 bps
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Eastern Province Cement Co. (HOLD, TP: SAR 27, 3080.SE) 1Q26 Results Review
Improving regional dispatch momentum supports earnings recovery, although sector oversupply and new capacity ramp-up pressures continue to constrain rerating potential. Reiterate Hold.

Eastern Cement (EACCO) reported a 16% Y/Y increase in net profit in 1Q26 (EPS: SAR 0.84), supported by a 19%
increase in revenue driven by higher cement and precast concrete sales alongside improved precast concrete pricing.
Operating profit rose 5% Y/Y, supported by lower SG&A expenses, although margin expansion remained constrained
by elevated cost of revenues. Net profit growth was further supported by improved associate income, lower other
expenses, and higher fair value gains on investments through P&L.

• Revenue rose 19% Y/Y, supported by 16% higher dispatches driven by stronger cement and precast concrete sales, while realized prices increased 3%
primarily due to improved precast concrete pricing. Sequentially, revenue remained broadly flat as 5% growth in realized prices was offset by a 4%
decline in dispatches.

• Gross margin contracted 440bps Y/Y tp 28.1% due to a 26% increase in cost of revenues, while it expanded 245bps Q/Q supported by a 3% decline in
cost of revenues. Cost/ton increased 9% Y/Y and 1% Q/Q.

• Operating margin declined 304bps Y/Y to 22.7% despite a 5% reduction in operating expenses, as elevated cost of revenues continued to pressure
operating leverage, while it expanded 300bps Q/Q supported by lower SG&A expenses alongside 10% growth in operating profits.

• Net margin declined 47bps Y/Y but increased 865bps Q/Q to 20.3%, supported by improved associate income, higher dividend and murabaha income,
lower associate impairment provisions, and higher fair value gains on investments through P&L.

• The company’s inventory-to-LTM sales ratio stood at 72%, above Saudi Cement’s 50% but below the sector average of 78%. Inventory levels were
2.0mn tons in 1Q26, compared to 1.9mn tons in 4Q25 and 2.0mn tons in 1Q25.

• The company trades at EV/ton of SAR 526, at 5% discount to the sector (EV/ton of SAR 501) and at 4% discount to regional peer Saudi Cement (EV/ton
of SAR 549). It trades at 18% discount to its three-year average EV/ton multiple of SAR 642, compared to the overall sector, which is trading at 18%
discount to its three-year average EV/ton multiple of SAR 526.

• Eastern Province Cement Co. (EPCCO) reported a stronger quarterly performance, with revenue rising 19% Y/Y supported by a 16% increase in
dispatches alongside a 3% improvement in realized prices, driven primarily by higher cement sales and a stronger contribution from precast concrete
operations. The company’s market share expanded 104bps to 5.9% in 1Q26, reflecting improved dispatch momentum within its core operating regions,
while domestic operations continued to dominate the revenue mix, with more than 99% of revenues generated within the KSA market. Despite the
improvement, we believe the results largely reflect cyclical demand recovery rather than any structural shift in sector fundamentals, as the KSA cement
market continues to operate with excess capacity despite ongoing Vision 2030-related project execution. While infrastructure, housing, and industrial
activity continue to support cement demand growth, industry utilization remains below optimal levels, limiting pricing discipline and keeping
competition largely volume-driven. Within this backdrop, EPCCO remains relatively well positioned given its exposure to the Eastern Province, where
industrial concentration, energy-related investments, and infrastructure development continue to support comparatively resilient demand dynamics
relative to several inland regions. In our view, the region’s relatively diversified industrial and infrastructure-driven demand profile provides better
volume visibility compared to regions more dependent on residential construction activity. We believe the company benefits from favorable freight
positioning and proximity to key demand centers, supporting relatively resilient dispatch trends in an increasingly competitive market. In addition, the
recent completion of the new 10,000 tons per day clinker production line at the Khursaniyah plant represents a key strategic milestone that should
strengthen EPCCO’s long-term operational scale and production efficiency. However, we expect the new line to initially dilute cost efficiency and
pressure free cash flow generation during the ramp-up phase, given still-suboptimal sector utilization. Consequently, we believe the earnings
contribution from the additional capacity will depend more on broader demand absorption and utilization recovery than capacity expansion alone.
Looking ahead, we expect EPCCO’s earnings trajectory to remain linked primarily to gradual demand normalization and infrastructure conversion into
actual cement consumption rather than any meaningful recovery in sector pricing in the near term. While the stock trades at an 18% discount to its
three-year average EV/ton and at a modest discount to regional peers, we believe the current valuation appropriately reflects the sector-wide derating,
ongoing capex cycle, and limited visibility on margin recovery during the clinker line ramp-up period, collectively constraining the case for a material
near-term rerating. Maintain Hold.

Rating and Risks

We issue HOLD rating on the Eastern and our 12-month price target is SAR 27. Upside risks include stronger-than-expected cement
demand, higher retention price, faster inventory normalization, and decline in fuel and energy costs. Downside risks include a slump
in cement demand driven by slower-than-expected execution of giga projects, rising inventory levels, regulatory action against higher
selling prices, volatility in fuel and transportation costs, and prolonged oversupply leading to sustained pricing pressure.
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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 BSF Capital, a fully-fledged investment firm providing investment banking, asset
management, securities brokerage, research, and custody services. BSF Capital, 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. BSF Capital 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, BSF Capital 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 BSF Capital’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 BSF
Capital. 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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