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The Quarter And The Year To Forget
4Q disappoints with revenue/EPS 8%/35% below consensus and overall FY25
revenue growth coming in at 5.5% vs 8-10% reiterated guide. Digital (+41% Q/
Q) was the only bright spot. The call (tbc) will focus on FY26 guide (VA cons
implies 11% rev growth based on FY25A) and FCF. On 15.5x 12m fwd cons P/
E the stock is 34% below all-time avg; yet we expect a sell-off today. Overall 4Q
bodes well with our recent deep-dive into Saudi B2G and still Hold on stc.

Revenue 8% below consensus, FY25 guide missed. Solutions reported revenue of SAR3,907m,
7.7% below cons and 7.4% below JEFe. FY25 growth was 5.5% vs 8-10% guidance (original and
reiterated throughout 2025). Thus, in 4Q the Y/Y growth decelerated to 4.7% vs 12.5% in 3Q25.
Segment wise: (1) Core ICT services were 9.3% Y/Y vs 7.4%/10.4% in 3Q/2Q; (2) IT Managed &
Operational services were -10.6% Y/Y vs 35.4%/2.0% in 3Q/2Q; (3) Digital services were 28.0% Y/
Y vs -12.9%/-5.3% in 3Q/2Q.

EBITDA margin 100bp below consensus. Gross profit came in at SAR699m, 16.4% below
consensus, 18.0% below JEFe and GPM at 17.9%, -190bp Y/Y and 190bp/230bp below cons/JEFe.
EBITDA stood at SAR479m, 14.8% below consensus (Visible Alpha) and 8.8% below JEFe with
margin at 12.3%, -70bp Y/Y, 100bp below cons and 20bp below JEFe.

35% EPS miss. Net income was SAR279m, 34.7%/30.8% below cons/JEFe, -14.6% Y/Y. We note
that 8.8% JEFe EBITDA miss was exacerbated by D&A coming in 73% above JEFe.

Focus points for 4Q call (tbc). (1) FY26 guidance; based on FY25 actuals, current consensus
expectations (VA) are 10.7% revenue growth, 16.0% EBITDA margin and 1.9% capex sales; JEF is
9.7%/15.4%/2.0% respectively; (2) Disclosure of 4Q25 backlog (3Q25 was SAR13.5bn, 4Q24 was
SAR13bn); (3) more colour on B2G spend and competition; (4) more colour on the digital segment
which was the bright spot in 4Q - contribution of Riyadh Parking and scope to increase it in 2026;
(5) FCF trends (not yet available in the Tadawul release).

FLASH NOTE

RATING HOLD

PRICE SAR225.90^

PRICE TARGET | % TO PT SAR250.00 | +11%

52W HIGH-LOW SAR340.00 - SAR219.00

FLOAT (%) | ADV MM (USD) 21.0% | 22.94

MARKET CAP SAR27.1B | $7.2B

TICKER SOLUTION AB

^Prior trading day's closing price unless otherwise
noted.

 

Exhibit 1 - Solutions 4Q25 vs Consensus /
JEFe
Revenue 7.7% below; Net income 34.7% below

.

SAR m, % 4Q25A A vs C A vs J Y/Y Q/Q

Revenue 3,907 -7.7% -7.4% 4.7% 26.1%

Core ICT Services 2,105 0.2% 9.3% 42.7%

IT Managed and Operational Services 1,176 -25.7% -10.6% -0.2%

Digital Services 625 16.4% 28.0% 40.9%

Gross profit 699 -16.4% -18.0% -5.3% -1.1%

Gross margin 17.9% -1.9pp -2.3pp -1.9pp -4.9pp

EBITDA 479 -14.8% -8.8% -1.3% -11.0%

EBITDA margin 12.3% -1.0pp -0.2pp -0.7pp -5.1pp

Operating Profit (EBIT) 362 -25.2% -21.0% -10.8% -21.7%

EBIT margin 9.3% -2.2pp -1.6pp -1.6pp -5.7pp

Finance and other income, min. (net) (42) 45.3% 523.1%

Zakat (41) -25.9% 5.4%

Net profit attributable 279 -34.7% -30.8% -14.6% -33.0%

Net profit margin 7.1% -3.0pp -2.4pp -1.6pp -6.3pp

Source: Company reports, Visible Alpha, Jefferies

Exhibit 2 - Solutions' reported revenue growth
by segment
IT Managed and Operational Services
underperforms

.

Y/Y growth 1Q23 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25

By Segment

Core ICT Services 18% 29% 45% 16% 2% -5% -7% 22% -14% 10% 7% 9%

IT Managed and Operational Services 27% 41% 53% 38% 15% 19% -3% 52% 29% 2% 35% -11%

Digital Services 14% 16% -4% -6% 1% -3% 20% 17% 3% -5% -13% 28%

By Entity

solutions 6% 4% 7% 9% -8% -7% -12% 19% -12% -2% 11%

Giza 1% 6% -28% -22% 13% 19% 29% 21%

upsource (ccc and Sanad) 183% 163% 152% 77% 18% 14%

By Customer

Sell to stc -5% 47% 69% 66% 24% 15% -4% 13% 2% -15% 1%

Gov and Semi Gov (B2G) 15% 5% 11% 4% -6% 0% -3% 42% -10% 11% 16%

Private (B2C) 109% 80% 73% -11% 0% -11% 7% 40% 18% 27% 24%

Total revenue 19% 30% 37% 18% 5% 3% -1% 30% 1% 5% 13% 5%

Source: Company reports
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Exhibit 3 - Solutions 4Q25 vs Consensus / JEFe (detailed)
Revenue 7.7% below; Net income 34.7% below

.

SAR m, % 4Q24A 1Q25A 2Q25A 3Q25A 4Q25A 4Q25C A vs C 4Q25J A vs J Y/Y Q/Q

Revenue 3,731 2,824 2,902 3,098 3,907 4,232 -7.7% 4,221 -7.4% 4.7% 26.1%

Core ICT Services 1,926 1,365 1,440 1,475 2,105 2,100 0.2% 9.3% 42.7%

IT Managed and Operational Services 1,316 1,000 1,002 1,179 1,176 1,583 -25.7% -10.6% -0.2%

Digital Services 489 458 459 444 625 537 16.4% 28.0% 40.9%

Cost of sales (2,992) (2,207) (2,246) (2,391) (3,208) (3,396) -5.5% (3,368) -4.8% 7.2% 34.2%

Gross profit 738 616 656 707 699 836 -16.4% 853 -18.0% -5.3% -1.1%

Gross margin 19.8% 21.8% 22.6% 22.8% 17.9% 19.8% -1.9pp 20.2% -2.3pp -1.9pp -4.9pp

Opex ex-D&A (253) (169) (134) (168) (220) (273) -19.6% (327) -32.8% -13.1% 30.5%

EBITDA 486 448 521 538 479 563 -14.8% 526 -8.8% -1.3% -11.0%

EBITDA margin 13.0% 15.9% 18.0% 17.4% 12.3% 13.3% -1.0pp 12.5% -0.2pp -0.7pp -5.1pp

ECL provisions (14) 25 15 26 (15)

Impairments and other adjustments 0 0 0 0 0

Clean EBITDA 499 423 506 512 541

Clean EBITDA margin 13.4% 15.0% 17.4% 16.5% 12.8%

D&A (80) (77) (76) (76) (118) (79) 48.2% (68) 73.0% 46.8% 54.5%

Operating Profit (EBIT) 406 371 446 462 362 484 -25.2% 458 -21.0% -10.8% -21.7%

EBIT margin 10.9% 13.1% 15.4% 14.9% 9.3% 11.4% -2.2pp 10.8% -1.6pp -1.6pp -5.7pp

Finance and other income, min. (net) (29) 21 21 (7) (42) 0 45.3% 523.1%

Zakat (50) (32) (21) (39) (41) (55) -25.9% 5.4%

Net profit attributable 327 361 446 417 279 428 -34.7% 403 -30.8% -14.6% -33.0%

Net profit margin 8.8% 12.8% 15.4% 13.5% 7.1% 10.1% -3.0pp 9.6% -2.4pp -1.6pp -6.3pp

Source: Company reports, Visible Alpha, Jefferies
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Company Description
Solutions by stc
Solutions by stc engages in the provision of information technology consulting and systems integration services. It operates through the following
segments: Core ICT Services, IT Managed and Operational Services, and Digital Services. The company was founded on January 11, 2003 and is
headquartered in Riyadh, Saudi Arabia.

Company Valuation/Risks
Solutions by stc
We derive our SAR250 PT based on a DCF model. Our key assumptions include:

1. 3.0% PGR,

2. 16.0% terminal EBITDA margin,

3. 1.5% terminal capex/revenue,

4. 9.9% WACC.

5. We use transaction valuation to calculate value of a 40% stake in Devoteam Middle East.
Key downside risks include:

1. Weaker-than-expected Saudi macro, reliant on oil prices;

2. Intensifying competition in the Saudi IT, including with global players;

3. Limited diversification from stc and legacy services curbing growth potential amidst workloads transition to the cloud;

4. Tech talent scarcity and elevated attrition affecting margins;

5. FCF pressure from unfavourable working capital dynamics;

6. M&A-related execution risks.

Saudi Telecom Company
We derive our SAR45.0 PT based on a 50-50 mix of a DCF and target 2026E DY of 4.5%. Our key assumptions include:

1. 2.0% PGR,

2. 35.0% terminal EBITDA margin,

3. 15.5% terminal capex/revenue,

4. 8.9% WACC.

5. We use a DCF-based fair valuation to calculate value of a minority interest in Solutions.

6. We use transaction values and our 2025E net debt estimate to calculate value of a minority interest in a new TowerCo.

7. We use current market price to calculate value of a minority interest in stc Kuwait and a 10.0% stake in Telefonica.

8. We apply a 5% target discount related to M&A/execution risks.
Key downside risks include:

1. Weaker than expected KSA macro, reliant on oil prices,

2. Bigger than expected pressure at stc EBU,

3. Higher for longer losses at new verticals,

4. M&A-related and execution risks.

Analyst Certification:
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I, Evgenii Annenkov, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and subject
company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this research report.
I, Avishay Mehra, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and subject
company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed
in this research report.
Registration of non-US analysts: Evgenii Annenkov is employed by Jefferies Int'l Ltd. Dubai, a non-US affiliate of Jefferies LLC and is not registered/qualified
as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may not be subject to
the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading securities held by a research analyst.
Registration of non-US analysts: Avishay Mehra is employed by Jefferies Int'l Ltd. Dubai, a non-US affiliate of Jefferies LLC and is not registered/qualified as a
research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may not be subject to the
FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading securities held by a research analyst.
As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives compensation
based in part on the overall performance of the firm, including investment banking income. We seek to update our research as appropriate, but various regulations
may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority of reports are published at irregular intervals
as appropriate in the analyst's judgement.

Investment Recommendation Record
(Article 3(1)e and Article 7 of MAR)
Recommendation Published February 16, 2026 1:46 A.M.
Recommendation Distributed February 16, 2026 1:46 A.M.

Explanation of Jefferies Ratings
Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.
Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.
Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within a 12-month period.
The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10 is 20% or more within a 12-
month period as these companies are typically more volatile than the overall stock market. For Hold rated securities with an average security price consistently
below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For Underperform rated securities with an
average security price consistently below $10, the expected total return (price appreciation plus yield) is minus 20% or less within a 12-month period.
NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or Jefferies
policies.
CS - Coverage Suspended. Jefferies has suspended coverage of this company.
NC - Not covered. Jefferies does not cover this company.
Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities regulations
prohibit certain types of communications, including investment recommendations.
Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections or opinions on the
investment merits of the company are provided.

Valuation Methodology
Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total return over the
next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market risk, growth rate, revenue
stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average
group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE) over the next 12 months.
Jefferies Franchise Picks
Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection is based on
fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward ratio and investment
themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number can vary depending on analyst
recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for inclusion changes, the stock has met its
desired return, if it is no longer rated Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in the bottom quartile of S&P stocks will continue to
have a 15% stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended to represent a recommended portfolio of stocks and is not sector
based, but we may note where we believe a Pick falls within an investment style such as growth or value.

Risks which may impede the achievement of our Price Target
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This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the financial
instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based upon their specific
investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of the financial instruments
recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and income from, any of the financial
instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial and political factors. If a financial instrument
is denominated in a currency other than the investor's home currency, a change in exchange rates may adversely affect the price of, value of, or income derived
from the financial instrument described in this report. To the extent prices are shown in non-US currency, please note that our local currency price targets are
based on a currency conversion using an exchange rate as of the prior trading day (unless otherwise noted). Should there be fluctuations in the exchange rate
after this date, that will affect the non-US target prices and should no longer be relied upon. In addition, investors in securities such as ADRs, whose values are
affected by the currency of the underlying security, effectively assume currency risk.

Other Companies Mentioned in This Report
• Arabian Internet & Communication (SOLUTION AB: SAR225.90, HOLD)
• Saudi Telecom Company (STC AB: SAR44.78, HOLD)

Rating and Price Target History for: Arabian Internet & Communication (SOLUTION AB) as of 02-12-2026
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Notes: Each box in the Rating and Price Target History chart above represents actions over the past three years in which an analyst initiated on a company,
made a change to a rating or price target of a company or discontinued coverage of a company.
Legend:

I: Initiating Coverage

D: Dropped Coverage

B: Buy

H: Hold

UP: Underperform

Distribution of Ratings IB Serv./Past12 Mos. JIL Mkt Serv./Past12 Mos.

Count Percent Count Percent Count Percent

BUY 2165 61.54% 360 16.63% 107 4.94%

HOLD 1191 33.85% 103 8.65% 15 1.26%

UNDERPERFORM 162 4.60% 2 1.23% 2 1.23%
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Other important disclosures
Other Important Disclosures
Jefferies does business and seeks to do business with companies covered in its research reports, and expects to receive or intends to seek compensation for
investment banking services among other activities from such companies. As a result, investors should be aware that Jefferies may have a conflict of interest
that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Financial Group Inc. ("Jefferies") companies:
United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research Services, LLC, an SEC
registered Investment Adviser, to clients paying separately for such research).
Canada: Jefferies Securities Inc., which is an investment dealer registered in each of the thirteen Canadian jurisdictions and a dealer member of the Canadian
Investment Regulatory Organization, including research reports produced jointly by Jefferies Securities Inc. and another Jefferies entity (and distributed by
Jefferies Securities Inc.).
Where Jefferies Securities Inc. distributes research reports produced by Jefferies LLC, Jefferies International Limited, Jefferies (Japan) Limited, Tokyo Branch or
Jefferies India Private Limited, you are advised that each of Jefferies LLC, Jefferies International Limited, Jefferies (Japan) Limited, Tokyo Branch and Jefferies
India Private Limited operates as a dealer in your jurisdiction under an exemption from the dealer registration requirements contained in National Instrument
31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations and, as such, each of Jefferies LLC, Jefferies International Limited, Jefferies
(Japan) Limited, Tokyo Branch and Jefferies India Private Limited is not required to be and is not a registered dealer or adviser in your jurisdiction. You are
advised that where Jefferies LLC or Jefferies International Limited prepared this research report, it was not prepared in accordance with Canadian disclosure
requirements relating to research reports in Canada.
United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and Wales No.
1978621; registered office: 100 Bishopsgate, London EC2N 4JL; telephone +44 (0)20 7029 8000; facsimile +44 (0)20 7029 8010.
Germany: Jefferies GmbH, which is authorized and regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht, BaFin-ID: 10150151; registered office:
Bockenheimer Landstr. 24, 60323 Frankfurt a.M., Germany; telephone: +49 (0) 69 719 1870
Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located at Level
26, Two International Finance Center, 8 Finance Street, Central, Hong Kong; telephone: +852 3743 8000.
Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 10 Collyer Quay #41-01, Ocean Financial Centre,
Singapore 049315, telephone: +65 6551 3950.
Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member of the
Japan Securities Dealers Association; located at Tokyo Midtown Hibiya 30F Hibiya Mitsui Tower, 1-1-2 Yurakucho, Chiyoda-ku, Tokyo 100-0006; telephone +813
5251 6100; facsimile +813 5251 6101.
India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), licensed by the Securities and Exchange Board of India for: Stock Broker (NSE & BSE)
INZ000243033, Research Analyst INH000000701 and Merchant Banker INM000011443, located at Level 16, Express Towers, Nariman Point, Mumbai 400 021,
India; Tel +91 22 4356 6000. Compliance Officer name: Sanjay Pai, Tel No: +91 22 42246150, Email: spai@jefferies.com, Grievance officer name: Sanjay Pai, Tel
no. +91 22 42246150, Email: compliance_india@jefferies.com. Registration granted by SEBI and certification from NISM in no way guarantee performance of
the intermediary or provide any assurance of returns to investors.
Australia: Jefferies (Australia) Pty Limited (ACN 623 059 898), which holds an Australian financial services license (AFSL 504712) and is located at Level 20,
60 Martin Place, Sydney NSW 2000; telephone +61 2 9364 2800.
Dubai: Jefferies International Limited, Dubai branch, which is licensed by the Dubai Financial Services Authority (DFSA Reference Number F007325); registered
office Unit L31-06, L31-07, Level 31, ICD Brookfield Pace, DIFC, PO Box 121208, Dubai, UAE.
This report was prepared by personnel who are associated with Jefferies (Jefferies Securities Inc., Jefferies International Limited, Jefferies GmbH, Jefferies
Hong Kong Limited, Jefferies Singapore Limited, Jefferies (Japan) Limited, Tokyo Branch, Jefferies India Private Limited), and Jefferies (Australia) Pty Ltd; or by
personnel who are associated with both Jefferies LLC and Jefferies Research Services LLC ("JRS"). Jefferies LLC is a US registered broker-dealer and is affiliated
with JRS, which is a US registered investment adviser. JRS does not create tailored or personalized research and all research provided by JRS is impersonal.
If you are paying separately for this research, it is being provided to you by JRS. Otherwise, it is being provided by Jefferies LLC. Jefferies LLC, JRS, and their
affiliates are collectively referred to below as "Jefferies". Jefferies may seek to do business with companies covered in this research report. As a result, investors
should be aware that Jefferies may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only one
of many factors in making their investment decisions. Specific conflict of interest and other disclosures that are required by FINRA, the Canadian Investment
Regulatory Organization and other rules are set forth in this disclosure section.
* * *
If you are receiving this report from a non-US Jefferies entity, please note the following: Unless prohibited by the provisions of Regulation S of the U.S. Securities
Act of 1933, as amended, this material is distributed in the United States by Jefferies LLC, which accepts responsibility for its contents in accordance with the
provisions of Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. Transactions by or on behalf of any US person may only be effected through
Jefferies LLC. In the United Kingdom and European Economic Area this report is issued and/or approved for distribution by Jefferies International Limited ("JIL”)
and/or Jefferies GmbH and is intended for use only by persons who have, or have been assessed as having, suitable professional experience and expertise,
or by persons to whom it can be otherwise lawfully distributed. Jefferies LLC, JIL, Jefferies GmbH and their affiliates, may make a market or provide liquidity
in the financial instruments referred to in this report; and where they do make a market, such activity is disclosed specifically in this report under “company
specific disclosures”.
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For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or investment services mentioned
or described herein is available to other persons or to anyone in Canada who is not a "permitted client" as defined by National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations, as applicable. This research report is a general discussion of the merits and risks of a security
or securities only, and is not in any way meant to be tailored to the needs and circumstances of any recipient. The information contained herein is not, and under
no circumstances is to be construed as, an offer to sell securities described herein, or solicitation of an offer to buy securities described herein, in Canada or
any province or territory thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements
to file a prospectus with the relevant Canadian securities regulators, if applicable, and only by a dealer properly registered under applicable securities laws or,
alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made.
The information contained herein is under no circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to the
needs of the recipient. To the extent that the information contained herein references securities of an issuer incorporated, formed or created under the laws of
Canada or a province or territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission
or similar regulatory authority in Canada has reviewed or in any way passed judgment upon this research report, the information contained herein or the merits
of the securities described herein, and any representation to the contrary is an offence.
In Singapore, Jefferies Singapore Limited (“JSL”) is regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, where this
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