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Target Price: SAR36.0/share
Current Price: SAR29.74/share
Upside: 21%

Rating: Overweight

United International Holding Co. (Tas’heel)

Weak 2Q; Regulatory resets to impact near-term earnings

= 2Qtop-line growth slows down on muted lending growth due to the recent regulatory
changes, while earnings declined ~20% on higher OPEX and likely provisioning.

= We expect earnings to decline by 18% y/y in 2026e before improving thereafter, due
to slower lending growth, margin compression, higher OPEX, and elevated provisions.

=  Wevalue Tas’heel at SAR36.0/share using equal weightage of residual income method
and relative valuation (1.6x P/B), implying a 21% upside and an Overweight rating.

2026 results — Weak quarter, rising costs: Tas'heel posted a weaker set of 2Q26 results with
revenue (finance income) rising just 6.5% y/y (flat q/q) to ~SAR205mn. The slowdown was
driven by muted lending growth following unfavorable regulatory changes by SAMA, with the
financing portfolio expanding only 13.6% y/y (flat q/q; +21.3% in 1Q26). Further, net financing
margin could have narrowed by ~2.2ppts y/y to 23.3%, on the back of a likely 2.7ppts y/y drop
in asset yield. Moreover, the company witnessed a rise in OPEX, largely due to i) continued
investment in operational capabilities and ii) relatively high provisioning amid weak operating
conditions. Consequently, net income fell 20.3% y/y (-25.1% q/q) to ~SAR48mn, with net profit
margin compressing to 23.5% versus 31.4% in 2Q25.

Regulatory reset slows Tas'heel’s lending momentum: Tas'heel’s loan growth is decelerating
this year, with net financing growth slowing to 1.7% YTD as of June 2026, sharply lower than
over 25% y/y in 2025 as the recent SAMA changes impact. The most notable changes include i)
a 50% cut in the non-real estate admin fee (capped at 0.5% of finance amount or SAR2,500), ii)
the removal of promissory notes for credit cards, thereby making the company more cautious,
and iii) a new 24-hour credit card approval time (vs. instant previously), reducing Basita’s
competitiveness versus instant BNPL offerings. Further, the company’s operations were
temporarily disrupted due to damage to AWS in Bahrain in April amid the regional conflict,
impacting 2Q results further. As regulation resets sector volumes, we revise our 2026e annual
lending growth forecast to 5.9% vs. 17.6% previously, and the 2025-29e CAGR to ~8% vs. ~13%
earlier. We note that despite near-term operational and regulatory headwinds, the medium-
term growth outlook looks healthy, supported by new products and technology initiatives.

Figure 1: Key financial metrics

Net income from IFC 544 673 725 766 821
NIM 25.4% 24.6% 23.0% 22.7% 22.5%
Cost to income ratio 36.8% 35.9% 42.1% 41.8% 41.6%
Net impairment losses 95 125 164 168 176
COR (bps) 430 443 506 482 465
Profit for the year 222 274 225 245 265
Net margin 40.9% 40.7% 31.1% 31.9% 32.3%
Net loans 2,407 3,046 3,227 3,490 3,796
v/y 28.9% 26.5% 5.9% 8.2% 8.8%
Borrowings 1,276 1,652 1,797 1,996 2,228
P/E 10.0x 8.2x 10.0x 9.2x 8.4x

Source: Company data, GIB Capital
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Tas'heel's NIM eased from 24.6% in
2025 to 23.4% in 1Q26 and 23.3% (estimated) in 2Q26 and is expected to decline further to
23.0% in 2026e (25.2% earlier) and 22.7% (24.8% previously) in 2027e as the fee cap and
competitive repricing flow through. However, the rising share of higher-yield credit cards
supports asset yields, with the portfolio expected to generate average yields of ~30% during
2026e-29e vs. 24-25% on the core Tawarrug cash loan book. As a result, spreads hold in a tight
19.5-20.5% band across our forecast horizon, suggesting the franchise retains reasonable
pricing power. Accordingly, we forecast net financing income to grow at a CAGR of ~7% over
2025-29e, over 7 ppts lower than our previous estimate.

Tas'heel's near-term outlook is shaped by a recent regulatory shift, with SAMA's removal of the
promissory note requirement for credit cards acting as the key catalyst behind rising NPLs and
cost of risk in 2026e. Accordingly, we expect NPL to rise from 9.9% in 2025 to ~12% in 2026-27e
(10.9% in 1Q26), with the cost of risks rising from 443bps in 2025 to above 500bps in 2026e
(~510bps likely in 2Q26) before slightly improving to above 480bps in 2027e. On the cost side,
we expect the cost-to-income ratio to step up from ~36% to ~42% and remain structurally
elevated thereafter, driven by deliberate investments in high-level talent, technology, and
marketing rather than one-off slippage — already evident in higher 1H26 operating costs. With
NIM compression, higher provisioning, and increased OPEX weighing simultaneously, we expect
earnings to decline by 18% y/y in 2026e before resuming meaningful expansion thereafter.

Our residual income model yields a fair value of SAR36.1/share, based on
a cost of equity of 11.2% and a terminal growth rate of 3.0%. Our relative valuation produces a
comparable SAR35.9/share by applying a 1.6x P/B multiple on the average of 2026-27e BVPS.
Assigning equal weights to both the valuation approaches, we derive a 12-month forward target
price of SAR36.0/share, implying ~21% upside from current levels. The company’s share price
has corrected by over 42% since the end of December 2025 and is currently trading at an
attractive P/E of 10.0x-9.2x and P/B of 1.4x-1.3x for 2026e and 2027e, both lower than its
historical averages, while offering a healthy RoAE of ~15%. We therefore reiterate our
Overweight rating on Tas’heel.

Key downside risks include adverse regulatory developments, greater-than-expected pressure
on loan yields, rising funding costs, faster deterioration in asset quality, weaker consumer
demand, and heightened geopolitical uncertainty.

Figure 2: 2Q26 results review

SAR mn 2Q26 2Q25 vly % 1Q26 a/q %
Revenue 205 192 6.5% 205 -0.1%
Cost of sales 25 24 2.7% 25 0.4%
Gross profit 180 168 7.1% 181 -0.2%
Opex 125 101 24.1% 109 14.7%
Operating profit 55 68 -18.3% 72 -22.9%
Net profit attributable 48 60 -20.3% 64 -25.1%
Margins

Gross margin 87.9% 87.5% 0.5% 88.0% -0.1%
Operating margin 26.9% 35.1% -8.2% 34.8% -7.9%
Net margin 23.5% 31.4% -7.9% 31.4% -7.8%

Source: Company data, GIB Capital
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Financial analysis in charts
Figure 3: Net loans (SAR mn) Figure 4: Loan mix
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Figure 5: Borrowings (SARmn) and Borrowings to net loans Figure 6: Gross NPL ratio and Coverage ratio
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Figure 7: Net income from Islamic financing activities (SARmn) Figure 8: Asset yield and cost of funds
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Figure 9: NIMs and Spreads
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Figure 10: Cost to income ratio
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Figure 11: Cost of risk (bps)
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Figure 12: Profit for the year (SARmn)
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Figure 13: Dividend trend
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Figure 14: RoAA and RoAE
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Figure 15: Summarized basic financial statements (SARmn)

Income from Islamic financing

contracts 624 768 821 873 940 1,014
Finance costs 80 97 100 110 122 136
Net income from Islamic financing
contracts & payroll advances 544 673 725 766 821 881
Salaries and other benefits 96 118 145 152 163 175
Other operating expenses and D&A 105 123 160 168 179 190
Net impairment losses on financial
assets 95 125 164 168 176 192
Finance costs on lease liabilities 0 0 0 0 0 0
Other income/expenses - net (0) (0) (0) (0) (0) (0)
Profit before zakat 248 307 256 278 304 324
Zakat expense 26 35 33 36 39 41
Profit for the year 222 274 225 245 265 283
EPS 3 4 3 3 4 4
DPS 0 0 0 2 2 2
Payout 0% 0% 0% 50% 60% 65%
(BalanceSheet 2024 2025  20%6e  2027e  2028e  2029%
Cash and cash equivalents 24 49 240 301 338 371
Prepayments and other receivables 37 53 56 57 59 60
Investment in Islamic financing
contracts 2,407 3,046 3,227 3,490 3,796 4,117
Right-of-use assets 2 6 5 5 4 4
Property and equipment 4 5 5 5 4 4
Intangible assets 18 39 39 40 40 41
Goodwill 1 1 1 1 1 1
Total assets 2,493 3,198 3,572 3,898 4,242 4,598
IEA 2,431 3,096 3,467 3,791 4,134 4,489
Trade and other payables 67 91 96 101 106 112
Zakat payable 26 35 35 35 35 35
Lease liabilities 2 6 5 5 4 4
Borrowings 1,276 1,652 1,797 1,996 2,228 2,479
Employee benefit obligations 9 12 13 14 15 17
Total liabilities 1,380 1,795 1,946 2,151 2,389 2,645
IBL 1,276 1,652 1,797 1,996 2,228 2,479
Total equity 1,113 1,403 1,626 1,747 1,853 1,952
Total Equity and Liabilities 2,493 3,198 3,572 3,898 4,242 4,598
BVPS 15 19 22 23 25 26
Tangible Equity 1,094 1,364 1,586 1,707 1,813 1,911

Cashflow from Operations (323) (306) 55 (6) (24) (21)
Cashflow from Investing (5) (37) (10) (10) (12) (12)
Cashflow from Financing 328 369 145 77 72 66
Total Cashflows (1) 26 190 61 37 33

Source: Company data, GIB Capital
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Figure 16: Key ratios
Key ratios 2024 2025 2026e 2027e 2028e 2029%e
Income Analysis
Asset Yield 29.2% 28.2% 26.2% 26.0% 25.8% 25.6%
Cost of Funds 7.2% 6.6% 5.8% 5.8% 5.8% 5.8%
Spread 22.0% 21.6% 20.4% 20.2% 20.0% 19.9%
NIM 25.4% 24.6% 23.0% 22.7% 22.5% 22.2%

Asset Quality

Gross NPL Ratio 7.8% 9.9% 11.9% 11.9% 11.7% 11.6%
Coverage ratio 37.3% 33.2% 30.8% 29.3% 29.5% 30.0%
COR (bps) 430 443 506 482 465 469

Write off ratio 66.3% 73.7% 70.4% 62.1% 60.5% 60.5%
Net loans/Total assets 62.4% 58.4% 67.4% 78.1% 76.1% 75.9%

Profitability ratios

Cost to income ratio 36.8% 35.9% 42.1% 41.8% 41.6% 41.4%
Net margin 40.9% 40.7% 31.1% 31.9% 32.3% 32.1%
ROAA 10.0% 9.6% 6.6% 6.5% 6.5% 6.4%
ROAE 22.2% 21.7% 14.8% 14.4% 14.7% 14.9%
ROATE 22.6% 22.1% 15.1% 14.7% 15.1% 15.2%

Leverage ratios

Net loans/Shareholder’s Equity 2.2 2.2 2.0 2.0 2.1 2.1
Borrowings/Net loans 53.0% 54.2% 55.7% 57.2% 58.7% 60.2%
Borrowings/Shareholder’s Equity 11 1.2 1.1 1.1 1.2 1.3
Borrowings/Total Assets 51.2% 51.7% 50.3% 51.2% 52.5% 53.9%
Net loans/Total Assets 96.6% 95.3% 90.3% 89.5% 89.5% 89.6%

Valuation ratios

P/E 10.0x 8.2x 10.0x 9.2x 8.4x 7.9x
P/B 2.0x 1.6x 1.4x 1.3x 1.2x 1.1x
Dividend Yield 0.0% 0.0% 0.0% 5.4% 7.1% 8.2%

Source: Company data, 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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