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Alef Education Holding PLC (ALEFEDT)

Current Price Target Price Upside/Downside (%)

AED 0.98 AED 1.45

2Q26 Net Profit in line with our estimate

e Alef Education Holding revenue increased 1.8% YQY to AED 181 Mn in 2Q26, mainly due to the increase
in revenue from Education Solution segment and Support & Services segment.

e Revenue from the Education Solutions segment increased 1.8% YQOY to AED 168 Mn in 2Q26, whereas
revenue from the Support & Services segment increased 2.2% YOY to AED 13 Mn in 2Q26.

e Alef Education's total expenses increased 3.4% YOY to AED 55 Mn in 2Q26, primarily due to higher
salaries and other benefits, software licenses and legal and professional fees partially offset by a decline
in technology and marketing expenses, coupled with lower depreciation and amortization charges.

e The Company’s EBITDA increased marginally 0.3% YOY to AED 136 Mn in 2Q26. EBITDA margin
declined 109 bps and grew 56 bps QOQ to 75.0% in 2Q26.

e The Company’s net profit rose 1.1% YQOY to AED 118 Mn in 2Q26, in line with our estimate of AED 122
Mn, with net profit margin of 65.4% in 2Q26.

e Alef Education’s interest income decreased marginally 1.4% YOY to AED 4 Mn in 2Q26, while income
tax expense rose 1.1% YOY to AED 12 Mn in 2Q26.

Earnings Call Summary

e Alef Education emphasized its leadership in Al-powered K-12 digital education, supported by long-term
public sector partnerships, a scalable platform and predictable recurring revenues.

e The core ADEK business contributed AED 348.7 Mn of revenue in 1H26, with 100% penetration across
Grades 5-12 in Abu Dhabi public schools and strong contracted revenue visibility through 2033.

e Alef Education expanded its Al-driven learning platform to c. 2.0 Mn registered students, 85K+ teachers
and nearly 20K schools, while maintaining strong customer engagement with a 95% CSAT and 74%
NPS.

e Private Schools continued expanding, with the platform serving 188 schools and 223K active students
in the UAE. The segment also supports B2B and B2G growth by expanding the Company's market
reach, while driving cross-sell, upsell and future pipeline opportunities.

e The Company's B2B and B2G expansion continued further, supported by six active contracts with a c.
AED 36.6 Mn backlog, while maintaining a healthy pipeline across the GCC, Africa and other
international markets, which is expected to support future growth.

e Alef Education expanded its Al partnerships by training 25K UAE teachers with Microsoft, signing an
MoU with TMRW Edtech and strengthening collaboration with AfricAl.

e Alef Education continues to enhance its Al ecosystem with the planned launch of Al Literacy Programs
and Toki for Teachers, supporting smarter classrooms and personalized learning.

e The Company remains focused on international expansion, supported by its asset-light business model
and alignment with regional education digitization initiatives.

e Migyas Al Dhad remains on track for its 3Q26 launch, having completed field testing across 112K
students, with final validation and commercial discussions progressing with multiple Ministries of
Education and a regional funding partner.

e Alef Education completed the migration of its platform to Microsoft Azure, reinforcing its digital
capabilities and supporting ongoing innovation.

e The Company maintained a debt-free balance sheet, with cash and cash equivalents rising to AED 644.9
Mn in 2Q26, supporting future growth initiatives and shareholder returns.
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e The Company approved an interim dividend of AED 212.8 Mn (3.04 fils/share) for 1H26, in line with its
90% payout policy, while maintaining investments to support long-term growth.

e Looking ahead to 2026, management maintained its guidance of 7.0% YOQY revenue growth, driven by
stable ADEK revenues, sustained expansion across the B2B, B2G and Private Schools businesses, and
the commercialization of Migyas Al Dhad.

e The Company’s EBITDA is expected to grow by 4.0% YOY in 2026, with margins expected to remain
above 68% in 2026, reflecting disciplined cost management alongside revenue growth. Net profit is
also expected to increase by 4.0% YOY, with net profit margins sustained above 60% at industry-
leading levels, subject to tax, interest, and government depreciation linked to new product rollouts.

e For FY2026, the Company expects EPS of approximately 7.1 fils per share and DPS of approximately
6.4 fils per share.

Alef Education - P&L

AED Mn 2Q25 1Q26 2Q26 2Q26F Var YOY Ch QO0Q Ch
Revenue 178 181 181 186 -2.7% 1.8% 0.0%
Salaries and other benefits -26 -29 -28 -29 -2.4% 9.1% -2.3%
Technology expenses -8 -7 -6 -8 -16.0% -17.6% -9.6%
Software licenses -7 -6 -7 -7 4.2% 5.3% 10.6%
Amortization for intangible assets -9 -9 -8 -9 -8.9% -6.3% -6.5%
Legal and professional fees -2 -2 -2 -2 26.0% 33.7% -3.9%
Depreciation on property and

equipment -1 0 0 -1 -47.7% -12.7% 0.6%
Lease expenses -1 -1 -1 -1 -33.7% -32.8% -32.7%
Marketing expenses -1 -1 0 -1 -74.5% -34.5% -44.1%
Others income/ (expense) 0 -1 -1 -1 3.6% NM 2.9%
Total Expenses -53 -57 -55 -58 -6.3% 3.4% -3.4%
EBITDA 135 135 136 138 -2.1% 0.3% 0.8%
EBIT 125 124 126 127 -1.0% 1.1% 1.6%
Interest income 4 6 4 6 -40.3% -1.4% -32.2%
Profit before tax 129 130 130 134 -2.9% 1.1% 0.1%
Tax -12 -12 -12 -12 -2.9% 1.1% 0.4%

Profit for the
FABS estimate & Co Data

Management Guidance 2026:

FY 2025 FY 2026
Audited Guidance
Revenue AED 769.5 M ;?Y‘ The Group's platform-based model demonstrated strong resilience during regional disruption in
Q1 2026, with distance leaming activation driving higher engagement without any impact on
revenue, reinforcing management's confidence in maintaining FY 2026 guidance unchanged.
EBITDA AED 550.7 M % ; = :
YoY Revenue FY2026 guidance is underpinned by strong visibility across a robust revenue pipeline
spanning the following segments:
EBITDA Margin 2% 68%+ - ADEK: expected to remain broadly stable, conservatively excluding any inflationary or student
volume uplift while strongly pursuing further growth in this segment.
Net Profit AED 4811 M m - B2B/B2G: strong pipeline of growth opportunities across the UAE and international markets,
expected to convert into profitable commercial contracts.
NP Margin 63% 60%+ - Private Schools: momenlum continues in cap!ur?ng share of the UAE p(iva@é school market,
supported by upselling additional products to existing schools and expansion into new grades.
/ - Miqgyas Al Dhad: targeted launch is planned for Q3 2026, with several opportunities already in
.9 FIls it ~7AFils the pipeline expected to convert into commercial contracts.
EBITDA and Net Profit are expected to grow in line with revenue growth, supported by new
6.2 Fils 6.4 Fils contract wins and continued cost discipline, while maintaining investment in platform
enhancements and product features.
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%
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DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Commodities Authority,
licensing registration number 604002, and is a member of the Abu Dhabi Securities Exchange and Dubai Financial Market. The
information, opinions and materials contained in this report are provided for information purposes only and are not to be used,
construed, or considered as an offer or the solicitation of an offer or recommendation to sell or to buy or to subscribe for any
investment security or other financial instrument. The information, opinions and material in this report have been obtained
and derived from publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accuracy and
completeness of information and opinions expressed in this report. Opinions expressed are current as of the original publication
date appearing on the report only and the information, including the opinions contained herein, are subject to change without
notice. FABS is under no obligation to update this report. The investments referred to in this report might not be suitable for
all recipients. Recipients should not base their investment decisions on this report and should make their own investigations,
and obtain independent advice, as appropriate. Any loss or other consequences arising from the uses of material contained in
this report shall be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or
consequence. The value of any investment could fall as well as rise and the investor may receive less than the original amount
invested. Some investments mentioned in this report might not be liquid investments, which could be difficult to realise in cash.
Some investments discussed in this report could be characterised by high level of volatility, which might result in loss. FABS
owns the intellectual property rights and any other material contained in this report. No part of this report may be reproduced,
utilised or modified in any form either in whole or in part or by any electronic, mechanical or other means, now known or
hereafter invented, including photocopying and recording, or stored in any retrieval system without the prior consent of FABS
in writing. While utmost care has been taken to ensure that the information provided is accurate and correct, neither FABS, nor
its employees shall, in any way, be responsible for the contents. By accepting this document, the recipient agrees he/she has
read the above disclaimer and to be bound by the foregoing limitations/restrictions.
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