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Makkah Construction & Development Company Rating Change

Rating upgraded on increased visibility
on new project; TP lifted to SAR98

@ McDC: Strong earnings delivery in 3Q despite drop in volumes

We upgrade Makkah Construction & Development Company (MCDC) to Buy from
Neutral. The rating change is premised on; (i) clarity on MCDC'’s investment in a new real
estate project, and (ii) bringing forward the targeted completion of the asset
optimization initiatives on existing assets to 2027. We see sustainable double-digit
earnings growth for MCDC through to 2033. MCDC’s balance sheet retains significant
flexibility for determining the financing mix of the new project, capturing further
available growth opportunities and lifting current cash payout. We value MCDC on DCF-
based SOTP value with revised TP of SAR98, up from SAR83. Buy

Hospitality assets at Ajyad can lift operating earnings by 50-55% by 2033
Our preliminary estimates suggest the addition of new offerings at Ajyad can lift MCDC'’s
operating earnings by 50-55% and deliver lower double-digit IRR based on stabilized
occupancy of 75% for the hospitality asset in 2033 and estimated capex of SAR1.5bn
(including IDC). MCDC plans to construct a 4-star hotel with 2000 keys (1.4x jump in
number of keys) and a commercial center (90% of existing GLA).

Accelerated progress on renovation of existing assets targeted

Three key initiatives for asset optimization of MCDC existing assets include, (i) the
renovation of rooms expected to be completed by 2027 vs earlier guidance of 2029, (ji)
GLA addition to the commercial mall via redevelopment and optimization of mall area,
and (iii) change in the tenant mix of commercial mall.

2025 Earnings: Another year of earnings growth

MCDC’s 2025 earnings of SAR474mn came in below our estimate by 6% due to lower-
than-expected occupancy in both the commercial mall (change in tenant in prime
location) and hospitality assets (renovation of rooms ahead of the holy month of
Ramadan). MCDC has delivered yet another year of strong growth in Revpar, GLA rate
and earnings growth, reflecting the impact of the management initiatives on the
optimization of its key assets. MCDC has maintained its dividend payout at SAR1.5, taking
its payout ratio to 63% (73% in 2024). Based on the latest updates, we have revisited our
earnings estimates for MCDC and cut 2026/2028 by 15%/2% and lift 2027 estimate by 3%.

MCDC: Financial Highlights (SARmn)

Year to Dec 24 cv2s CY26E CY27E CY28E CY29E
Revenues 836 1073 1032 1336 1415 1465
Growth 14.4% 28.3% -3.8% 29.5% 5.9% 3.6%
PAT 411 474 486 641 693 706
EPS (SAR) 21 24 24 32 35 35
Growth 23% 15% 2% 32% 8% 2%
DPS (SAR) 15 15 15 1.9 21 21
P/E (X) 423 36.6 357 27.1 25.1 24.6
D/Y (%) 1.7% 1.7% 1.7% 22% 2.4% 2.4%
EV/EBITDA (%) 39.6 374 36.0 26.9 24.6 23.9

Source: MCDC, AC Estimates
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We upgrade MCDC to Buy from Neutral
with revised TP of SAR98/sh, suggesting

total returns of 15%.

MCDC plans to construct a 4-star hotel
and mall, which can lift total keys by 1.4x
and GLA by 90%
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MCDC: Rating lifted on new project

We upgrade Makkah Construction & Development Company (MCDC) to Buy from
Neutral. The rating change is premised on:

Clarity on MCDC’s investment in a new real estate project for which the company has
acquired a land plot early this year: During the latest management briefing, the
management has unveiled key details of future offerings and capex. MCDC plans to
construct a 4-star hotel with 2,000 keys (1.4x jump in number of keys) and a commercial
center (90% of existing GLA). The land plot is located within 500 meters distance from
the Holy Mosque.

Our preliminary estimates suggest the addition of new assets can lift MCDC’s operating
income by 50-55% (2028 used as base-year for the comparison) and deliver double-digit
IRR based on stabilized occupancy of 75% for the hospitality asset in 2033 and estimated
capex of SARL.5bn (management estimate of SAR1.12bn+/-30%). Our key assumptions
are detailed below:

MCDC: Key Assumptions

Existing Assets Ajyad
2025 2033 2033
Stabilized Occupancy
Hotel 81% 87% 75%
Mall 99% 99% 96%
ADR (SAR) 913 1334 972
GLA (SAR/sqm) 17106 22300 5434
Escalation in ADR/GLA rate 3% 3% 3%
Gross Cash Margin-Hospitality 62% 64% 57%
Gross Cash Margin-Mall 79% 7% 75%
Construction Period 4-years
Capex (SARmn) 1475

Source: MCDC, AC Estimates

Preponing the asset optimization initiatives on existing assets: Three key initiatives for
asset optimization of MCDC existing assets include:

I-Renovation of rooms is expected to be complete by 2027 versus the earlier guidance
of 2029. MCDC has already completed renovation of four floors with +100 rooms in early
2026. and is likely to accelerate the progress after the upcoming Hajj season.

I-GLA addition in the commercial mall via redevelopment of the 4™ floor on the mall
and optimization of available public space. Cumulatively, the ongoing initiatives will lift
mall GLA by 30% to 22,400 sqm.

[lI-Change in tenant mix with focus on F&B, particularly in prime location.



We believe MCDC can deliver a 3-year
earnings CAGR of 15%

MCDC’s balance sheet retains significant
flexibility for capturing further available

growth opportunities
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Key reasons for our liking of MCDC

Sustainable double-digit earnings growth: We believe MCDC can deliver a 3-year
earnings CAGR of 15% based on management initiatives on optimization of existing
assets. The commencement of operations on Ajyad will likely allow MCDC to sustain its
earnings growth trajectory, implying earnings CAGR of 11% over 2025-2033.

MCDC is set to deliver double-digit earnings growth (SARbn)
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Solid financial position to pursue growth opportunities: MCDC’s balance sheet retains
significant flexibility for capturing further available growth opportunities, choosing
financing mix of the Ajyad project and potentially lifting cash payout. The company is
sitting on a net cash pile of SAR921mn in 2025. MCDC's cash flows from operation are
expected trend upwards from SAR412mn in 2025 to SAR848mn by 2030 (cumulative:
SAR3.5bn. We estimate total capex requirements of SAR2.5bn over 2026-2030.

Market trends complement location: MCDC stands to benefit from the significant
increase in the religious tourism in Makkah, driven by the progress on objectives under
Vision 2030, in the form of further optimization of occupancy, and higher ADR and lease
rates. The prime locations of existing operating and future assets give MCDC an added
advantage.

Further asset optimization: The potential for further asset optimization remains beyond
current initiatives on the existing assets, in our view.

Valuation

We value MCDC on DCF-based SOTP value with revised TP of SAR97/sh, We continue
valuing MCDC using the FCFE method with terminal year set in 2035 to coincide with
the assumption of stabilization of hospitality assets and repayment of expected loans
for acquisition of land plot (SAR880mn financing already arranged) and future
construction. Our key assumptions for Cost of Equity of 8.4% and terminal growth rate
of 3% remain unchanged.



We have cut 2026/28 estimates by 15/2%
but lift our 2027 earnings estimate by 3%
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Key risks to investment case
(i) The execution risk associated with the company’s plan to renovate and construct its

existing hospitality offerings in hotels and serviced apartments, and development of

new assets(ii) the risk of lower ADR or occupancy due to future additions in keys and

retail assets in areas surrounding the Haram, though we highlight MCDC enjoys

significant location advantage, (iii) concentration risk as MCDC’s current future assets

are located at only location and address religious tourism only.

We have revisited our earnings estimates for MCDC based on the latest updates.

Specifically, we have cut 2026/28 estimates by 15/2% but lift our 2027 earnings estimate
by 3% based on:

Performance of hospitality and commercial assets in 4Q: The occupancy levels
of both offerings underperformed our expectations primarily due to (i)
preponing of renovation work on hospitality rooms ahead of the start of peak
season in Ramadan, resulting in only 1% increase in RevPar YoY, and (ii)
changes in tenant mix on a prime location in the commercial mall which
drove 4% drop in GLA rate.

Elevated G&A cost in 2025: Based on the latest management update, we now
incorporate higher G&A costs in our future estimates. The G&A cost is up 28%
YoY in 2025 (cumulative 42% since 2023) primarily due to the requirement to
add new resources to undertake growth projects and strengthen different
departments.

The current geopolitical situation: While we believe MCDC’s prime location
will allow the company to maintain its high level of occupancy, the company’s
RevPar will likely be impacted due to likely effect on religious tourism from
ongoing conflict.

We have also incorporated the future development of land plot in Ajyad in
our earnings and valuation estimates which has effectively lowered other
income from bank deposits.

Revised renovation plan: We have incorporated a revised schedule for the
completion of renovation of both hotel and tower. Management is now
targeting to complete renovation by 2027, two years ahead of earlier
guidance. This has impacted the available rooms and the headline occupancy
in 2026 and 2027. We now expect occupancy of the hotel (based on total
rooms) to drop to below the 70% mark in 2026 before gradually rising to
levels seen in 2023.

MCDC: Estimates Revision

2025 2026 2027 2028 TP
New 474 485.7 641 693 98.2
Old 575 620 708 83.0
% change -15.5% 3.2% -2.1% 18%

Source: AC estimates



MCDC has delivered yet another year of

strong earnings growth
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MCDC’s 2025 earnings of SAR474mn came in below the consensus estimate (6% below
our estimate) due to below-expected occupancy on both the commercial mall (change
in tenant in prime location) and hospitality assets (renovation of rooms ahead of the
holy month of Ramadan). Overall, MCDC has delivered yet another year of strong
earnings growth of 15%, reflecting the impact of the management initiatives on
optimizing of its key assets. MCDC has maintained its dividend payout at SAR.5,
dragging its payout ratio to 63% in 2025 from 73% in 2024.

Hospitality Assets: RevPar recorded an 7% YoY jump in 2025 following a 6% jump in
2024, reflecting strong demand. Occupancy in 2025 has dropped to 81% from 83% in
2024 due to drag from regulations limiting visits to Makkah before and after Hajj season
to only permit holders for an extended period relative to previous years. The operating
cash margins for the hospitality offering were stable YoY at 62%.

Commercial Asset: The headline lease rate jumped 7% YoY. Occupancy further improved
to 98.4% in 2025 from 97.8% in 2024. MCDC has increased total available area to
17,577sqm in 2025, up from 16,871sqm. The expected shift in tenant mix will likely be a
major trigger for further improvement in lease rate in the near-term. The operating cash
margin for commercial assets further improved by 100bps YoY to 79% in 2025.
Management has guided for another 5% jump in the lease rate in 2026 to
SAR17,700/sqm.

Hajj & Umrah business: The increase in pilgrims drove the revenues from the segment
by a massive 113%. The margin of the business came in at 4% in 2025 vs 10% in 2024. The
management has guided for 5-6% gross margin for this business line.

G&A Cost is up 28% YoY: The G&A cost is up 28% YoY in 2025 (cumulative 42% since
2023) primarily due to the requirement to add new resources to undertake growth
projects and strengthen different departments.
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MCDC-2025 Results Review

1Q25 2Q25 3Q25 4Q25 QoQ  2,024.0 2025 YoY
Revenues 236 388 284 336 -27% 836 1,244 49%
Hotel 170 120 77 95 -36% 445 462 4%
Commercial Center 65 Al 72 64 1% 229 272 19%
Hajj & Umrah 0 197 139 1 -29% 159 337 12%
Cost of Revenues 66 245 189 229 -23% 364 558 53%
Gross Profit 170 143 95 107 -34% 472 515 9%
Operating Expenses 25 24 20 21 -17% -72 -92 27%
Operating Income 145 19 75 86 -37% 472 515 9%
Profit After Tax 150 144 85 95 -4% an 474 15%
EPS 0.75 0.72 0.43 0.47 -4N% 2.05 2.37 15%
Margins
Operating Margins 2% 37% 33% 32% 56% 41% 19%
Net Margins 64% 37% 30% 28% 49% 38% 32%
Key KPIs
Hospitality
RevPAR (SAR) 1,313 930 593 737 24% 691.0 742.0 7%
Occupancy 93% 7% 79% 81% 2% 83.0% 81.0% -2%
Commercial Center
Lease Rate (SAR) 16,901 17,729 17,903 17,266 -4% 15755 16851 7%
Occupancy 98% 100% 99% 97% -2% 98% 99% 1%

Source: Company Announcement
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MCDC: Key Trends

MCDC: Revenue Profile by segment (SARbn) MCDC: Gross profit by segment (SARbn)
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Analyst Certification:

I/We, Muhammad Fawad Khan, CFA the author/s of this report, hereby certify that that:
(i) views expressed in this report reflect the Research Analyst’s personal views about all
of the securities and (ii) no part of any of compensation of the author/s was, is, or will
be directly or indirectly related to the specific recommendations or views expressed by
in this report.

Rating Methodology

Alinma Capital Company (ACC) follow a four-tier rating system based on total return
methodology as per following details

>+15% Total Return: Stocks with +15% expected total return (including dividend yield)
over the next 12-months are classified as Buy.

5-15%: Stocks with total return between 5-15% can be classified as Buy or Neutral.

>-5%<+5% total return: Stocks with total return between -5+5% can be classified as
Neutral or Underperform

Underperform-Stocks which are expected to have <-5% total return
Not Covered: AIC has not assigned any rating on the stock

Coverage Suspended: AIC has temporarily suspended the coverage of the stock either
in compliance with local regulation or other considerations

Price data for the listed securities is based on 16 April, 2026.

Disclaimer

The published reports are for general information purposes to present a view on the
company/economic sector/economic subject under research, and should not be
considered a recommendation to buy/sell/hold for any security or any other assets. This
report does not take into consideration the specific financial position of every investor
and/or his/her risk appetite in relation to investing in the security or any other assets,
and hence, may not be suitable for all clients depending on their financial position and
their ability and willingness to undertake risks. It is advised that every potential investor
seek professional advice from several sources concerning investment decision and
should study the impact of such decisions on his/her financial/legal/tax position and
other concerns before getting into such investments or liquidate them partially or fully.
The market of securities, macroeconomic or microeconomic variables are of a volatile
nature and could witness sudden changes, therefore, the investor in securities or other
assets might face some unexpected risks and fluctuations. All the information, views
and expectations and fair values or target prices contained in this report have been
compiled or arrived at by Alinma Capital company from sources believed to be reliable,
but Alinma Capital company has not independently verified the contents obtained from
these sources and such information may be condensed or incomplete. 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
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opinions contained in this report. Alinma Capital company shall not be liable for any
loss as that may arise from the use of this report or its contents or otherwise arising in
connection therewith. The past performance of any investment is not an indicator of
future performance. Any financial projections, fair value estimates or price targets and
statements regarding future prospects contained in this document may not be realized.
The value of the security or any other assets or the return from them might increase or
decrease. Any change in currency rates may have a positive or negative impact on the
value/return on the securities mentioned in the report. The investor might get an
amount less than the amount invested in some cases. Some securities maybe, by nature,
of low volume/trades or may become like that unexpectedly in special circumstances
and this might increase the risk on the investor. Some fees might be levied on some
investments in securities. This report has been written by professional employees in
Alinma Capital company, and they might be holding positions directly in any securities
and mutual funds contained in this report during the time of publication of this report,
This report has been produced independently and separately by the Research Division
at Alinma Capital company and no party (in-house or outside) who might have interest
whether direct or indirect have seen the contents of this report before its publishing,
except for those whom corporate positions allow them to do so, and/or third-party
persons/institutions who signed a non-disclosure agreement with Alinma Capital
company. Funds managed by Alinma Capital company and its subsidiaries for third
parties may own the securities that are the subject of this document. Funds managed
by Alinma Capital company and its subsidiaries for third parties may own the securities
that are the subject of this document or its subsidiaries may own securities in one or
more of the aforementioned companies, and/or indirectly through funds managed by
third parties. The Investment Banking division of Funds managed by Alinma Capital
company and its subsidiaries for third parties may own the securities that are the
subject of this document maybe in the process of soliciting or executing fee earning
mandates for companies that is either the subject of this document or is mentioned in
this document. One or more of Funds managed by Alinma Capital company and its
subsidiaries for third parties may own the securities that are the subject of this
document board members or executive managers could be also a board member or
member of the executive management at the company or companies mentioned in this
report, or their associated companies. No part of this report may be reproduced whether
inside or outside the Kingdom of Saudi Arabia without the written permission by Alinma
Capital company and its subsidiaries for third parties may own the securities that are
the subject of this document.

Alinma Capital, a Saudi closed joint stock company under CR No. 1010269764 and the
Capital Market Authority License No.37-09134.



