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Saudi Automotive Services Company (SASCO) 

Margin pressure overshadows healthy topline momentum 

▪ We expect core earnings to remain subdued in the near term due to increasing margin 

pressure and elevated finance costs, despite a healthy revenue CAGR of ~12% over 

2025–28e, driven by sustained network expansion (~12% CAGR). 

▪ However, we estimate ~SAR28mn fair value gain from xAI investment in 2026e, which 

should support headline earnings and offset weakness in the core business. 

▪ After factoring in updated assumptions, we set our DCF-based TP at SAR44.5/sh., 

implying a downside of 11.7% and Underweight rating on the stock. 

Topline growth outlook remains intact backed by continued expansion of stations… SASCO’s 

network rollout remains healthy, with 78 new stations annually over 2024–25 (+13.6% CAGR), 

though fuel‑volume growth lagged at ~6.8% CAGR as throughput per station fell (‑4.1% CAGR) 

due to slower ramp‑up, renovations, and likely cannibalization across select stations. Going 

forward, with company maintaining its expansion cadence, we assume 100 new stations 

annually during 2026-27e (in-line with guidance) and 90 in 2028e, taking the total fuel station 

count to 983 by 2028e, implying a 12.4% CAGR over 2025–28e. However, continued rollout, 

potential cannibalization, and ongoing refurbishments activities should keep throughput per 

station under pressure (-2% CAGR over 2025–28e). Even so, total fuel volumes are set to grow 

~10.6%, translating into an ~11% fuel retail revenue CAGR over 2025–28e (vs. 12% previously). 

Further, SASCO Palm continues to scale at ~100 stores annually, reaching 600 stores (in line 

with the guidance) by 2028e and delivering a strong ~28% revenue CAGR over 2025-28e. 

Overall, we maintain our ~12% total revenue CAGR for 2025–28e, supported by network 

expansion despite near-term pressure on throughput, higher diesel prices in 2026e, and ~10% 

CAGR in transportation and SATA, alongside steady ~5% growth in Tadbeer. 

… albeit at the cost of margin dilution : SASCO’s margins remain structurally soft, with gross 

margin sliding from 3.2% in 2023 to 2.4% in 2025 and further reaching 1.6% in 1Q26, pressured 

by i) pre‑operating costs, ii) slower station ramp‑up, iii) unfavorable mix shift, iv) higher diesel 

prices, v) renovation downtime, and vi) temporary hits from construction activity, IFRS16 

effects and higher transport and guarantee costs.  

Figure 1: Key financial metrics  
SARmn 2024a 2025a 2026e 2027e 2028e 

Revenue 10,187  11,804  13,253  14,957  16,616  

Revenue growth 12% 16% 12% 13% 11% 

Gross profit 290  280  260  334  379  

Gross profit margin 2.8% 2.4% 2.0% 2.2% 2.3% 

EBITDA 565  625  648  754  821  

Operating Profit 174  179  156  223  258  

Net profit* 44  64  5  26  43  

Net profit growth -58% 45% -93% 443% 65% 

Net profit margin 0.4% 0.5% 0.0% 0.2% 0.3% 

EPS (SAR) 0.6  0.9  0.1  0.4  0.6  

EV/EBITDA 9.5x 8.6x 8.3x 7.1x 6.6x 
P/E 79.8x 54.9x NM 137.0x 82.9x 
Source: Company data, GIB Capital, *After minorities, including FV gain on xAI investment. NM: not meaningful. 

Stock data  

TASI ticker 4050 
Mcap (SARmn) 3,528 
Avg. Trd. Val (3m) (SARmn) 19.1 
Free float 82.2% 
QFI holding 6.6% 
TASI FF weight 0.14% 

Source: Bloomberg  

Prices indexed to 100 

 
Source: Bloomberg 
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Target Price: SAR44.5/share 

Current Price: SAR50.4/share 

Upside/(Downside): -11.7%  

Rating: Underweight 
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While we expect gross margin to improve modestly over the remaining quarters of 2026 as 

these one-off impacts fade, overall margin for 2026e is still likely to remain under pressure at 

2%, due to ongoing expansion-related pre-operating costs, slower ramp-up, potential 

cannibalization across catchment areas, and intensifying competition. Beyond 2026e, we expect 

a gradual recovery in gross margin, reaching 2.3% by 2028e (previously 2.9%), aided by 

operating leverage as newer stations mature. 

Near-term core earnings remain under pressure, with the xAI/SpaceX FV gain serving as the 

primary earnings support in 2026e: SASCO's underlying earnings quality deteriorated sharply 

through 2025–1Q26. Headline net profit of SAR64mn in 2025 masked a near-breakeven core 

profit of just ~SAR10mn once realized and unrealized fair value gains on investments are 

stripped out, while 1Q26 delivered an outright core net loss of SAR23.7mn. This deterioration 

was driven by compressing gross margins, elevated finance costs, and non-recurring items, 

including: i) a SAR5mn impact from existing non-performing stations, ii) a SAR4mn non-cash 

provision, and iii) a SAR4.2mn loss from a subsidiary. Even as these one-offs dissipate, the 

structural drag from pre-operating costs, slower station ramp-up, and the financing burden 

associated with an expanding balance sheet lead us to forecast a core net loss of SAR28mn for 

full-year 2026e (excluding likely fair value gains from its xAI/SpaceX investment), before 

profitability gradually resumes in 2027e. However, based on our estimates, the company is 

likely to recognize a SAR28mn fair value gain in 2026e (vs. SAR60.4mn in 2025) from its 

xAI/SpaceX investment, providing meaningful support to the bottom line. As a result, headline 

net profit is expected to reach SAR5mn in 2026e. 

SASCO's xAI/SpaceX investment emerges as a meaningful contributor to earnings: During 

2024, SASCO invested SAR30mn (USD8mn) in Elon Musk's artificial intelligence venture, xAI. 

SASCO recorded a fair value gain of SAR18.6mn on this investment in 2024 and a further 

SAR60.4mn in 2025 (recognized in the income statement as an unrealized fair value gain), 

bringing the total fair value of the investment to SAR108.2mn by the end of 2025. This position, 

held through an investment vehicle and classified as a financial asset at fair value, has since 

undergone a material re-rating event. In February 2026, SpaceX acquired xAI in an all-stock 

transaction valuing xAI at USD250bn and the combined entity at USD1.25tn. With SpaceX now 

targeting a Nasdaq IPO under the ticker SPCX at a valuation of USD1.75-2.0tn, SASCO's modest 

balance sheet line item warrants a closer look. Based on the recent transaction, the IPO 

valuation range, and a back-of-the-envelope estimate of SASCO's implied ownership 

percentage, our calculations suggest that the fair value of SASCO's investment could rise to 

~SAR136mn following the SpaceX IPO, implying a likely additional fair value gain of ~SAR28mn 

in 2026e. 

Recap of 1Q26 results: SASCO reported revenue of SAR3,021mn, marking a 9.5% y/y increase 

(broadly in line with our estimate of SAR3,179mn and consensus: SAR3,248mn). Growth was 

driven by station expansion (15% y/y) and higher diesel prices, resulting in 6% volume growth 

(partly dragged down by weaker throughput), with gasoline volumes reaching 1.1bn liters (+6% 

y/y; GIBCe of 1.1bn liters) and diesel volumes rising to 416mn liters (+7% y/y; GIBCe of 469mn 

liters). However, despite healthy topline growth, gross profit declined sharply to SAR47mn (-

36% y/y; GIBCe: SAR74mn), with gross margin contracting to a record low of 1.6% (vs. GIBCe of 

2.3%) from 2.7% in 1Q25. Margin pressure was driven by higher cost of sales due to ongoing 

expansion, infrastructure upgrades, temporary station closures, and higher diesel prices. 

Consequently, operating profit declined 59.5% y/y to SAR19.8mn, further weighed down by 

higher ECL provisions and lower other incomes. As a result, the company reported a net loss of 

SAR23.7mn, compared with our estimated profit of SAR4.9mn (consensus: SAR5.5mn profit). 
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Figure 2: 1Q26 result  

SARmn 
1Q26 1Q25 y/y % 4Q25 q/q % 

GIBC 
est. 

Variance % 

Revenues 3,021  2,760  9.5% 3,104  -2.7% 3,179  -5.0% 

Cost of sales 2,974  2,686  10.7% 3,044  -2.3% 3,105  -4.2% 

Gross profit 47  74  -36.3% 60  -21.0% 74  -36.2% 

Opex 28  26  8.0% 33  -17.6% 23  19.0% 

EBIT 20  49  -59.5% 26  -25.4% 51  -61.2% 

Net income (24) 4  NM 22  NM 5  NM 

                

Margins               
Gross 
margin 1.6% 2.7%   1.9%   2.3%   

EBIT margin 0.7% 1.8%   0.9%   1.6%   

Net margin -0.8% 0.2%   0.7%   0.2%   
Source: Tadawul, GIB Capital 

           

Valuation and Risks: Following downward revisions to our gross margin estimates and slightly 

lowering throughput-per-site, we lower our TP to SAR44.5/sh (SAR48/sh earlier), based on a 

DCF valuation using a WACC of 8.3% and terminal growth of 2.5%. This implies a downside of 

11.7% and an Underweight rating on the stock. The key downside risks include further 

deterioration in throughput per station from slower-than-expected ramp-up of newly added 

sites, higher Saudization costs and regulatory changes, and one-off costs such as goodwill 

write-offs and related profit volatility.  

Upward revision in regulated fuel margin to act as key upside catalyst: KSA’s regulated fuel 

retail market continues to operate under fixed margins that have remained unchanged since 

the 2018–19 revision. Following stricter station upgrade and quality compliance requirements 

introduced by regulators, fuel retailers, including SASCO, have incurred higher refurbishment 

and operating costs, increasing market expectations of a potential upward revision in 

regulated fuel margins.  ota ly,   % of SASCO’s stations are either owned or leased, providing 

the company with greater exposure to any potential increase in regulated fuel margins 

compared with certain other players in the sector, representing an upside risk to our valuation. 

However, in the absence of any official announcement and given limited visibility on timing, 

our model conservatively assumes current margin levels remain unchanged. To illustrate the 

potential impact of a fuel margin revision, we present sensitivity analysis on EPS and gross 

margin (Figures 3 and 4). 

Figure 3: 2027e gross margin sensitivity to fuel margin hike 
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Octane 91/95/98 Margin (SAR/liter) 

 0.15 0.16 0.17 0.18 

        0.05  2.2% 2.5% 2.9% 3.2% 

        0.06  2.3% 2.6% 2.9% 3.2% 

        0.06  2.4% 2.7% 3.0% 3.3% 

        0.07  2.4% 2.7% 3.1% 3.4% 
 

 Figure 4: 2027e EPS (SAR) sensitivity to fuel margin hike 
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 0.15 0.16 0.17 0.18 

0.05 0.37 0.92 1.48 2.04 

0.06 0.49 1.04 1.60 2.16 

0.06 0.60 1.16 1.72 2.28 

0.07 0.72 1.28 1.84 2.39 
 

Source: GIB Capital   Source: GIB Capital 
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Financial analysis in charts  

Figure 5: No. of fuel stations and sales volume per station 

 

 Figure 6: Revenue breakup (SARmn) 

 
Source: Company data, GIB Capital  Source: Company data, GIB Capital 

 
Figure 7: Margin trend 

 

  

Figure 8: Operating profit (SARmn) 

 
Source: Company data, GIB Capital  Source: Company data, GIB Capital 

 
Figure 9: Net income (SARmn)* 

 

  

Figure 10: Leverage trend 

 
Source: Company data, GIB Capital, *Including FV gain on xAI investment  Source: Company data, GIB Capital, *net debt includes lease liabilities 
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Summarized Financial statements  

Figure 11: Summarized basic financial statements (SARmn) 

Income statement 2024a 2025a 2026e 2027e 2028e 

Revenue 10,187 11,804 13,253 14,957 16,616 

revenue y/y 12% 16% 12% 13% 11% 

COGS 9,897 11,524 12,993 14,623 16,238 

Gross Profit 290 280 260 334 379 

Gross Profit margin 2.8% 2.4% 2.0% 2.2% 2.3% 

Selling and distribution expenses 8 7 8 9 10 

General and administrative expenses 106 105 103 106 115 

Expected credit loss/(reversal) 4 14 9 10 10 

Other income 2 24 16 14 14 

Operating profit 174 179 156 223 258 

Operating margin 1.7% 1.5% 1.2% 1.5% 1.6% 

Finance costs 181 215 224 237 252 

Other  60 104 78 45 43 

PBT 53 67 10 31 50 

Zakat/tax 3 -1 4 3 4 

Non-controlling interests 5 4 0 2 3 

Net income attributable to equity holders* 44 64 5 26 43 

Net margin 0.4% 0.5% 0.0% 0.2% 0.3% 

y/y -62% 38% -92% 440% 65% 

EPS 0.6 0.9 0.1 0.4 0.6 

DPS 0.3 0.0 0.0 0.0 0.0 

Payout 40% 0% 0% 0% 0% 

EBITDA 565 625 648 754 821 

Net debt (w/o lease liabilities) 1,548 1,649 1,699 1,797 1,876 

Net debt (w/ lease liabilities) 4,192 4,494 4,796 5,094 5,272 

      
Balance Sheet 2024a 2025a 2026e 2027e 2028e 

Inventories 131  180  196  220  245  

Trade receivables 149  170  182  205  228  

Cash and cash equivalents 129  192  222  174  195  

Prepaid and other assets 91  147  147  147  147  

Other current assets 46  39  4  4  4  

Restricted bank balances 50  50  50  50  50  

Total Current Assets 597 777 799 799 867 

Property, plant and equipment 2,097  2,254  2,352  2,491  2,616  

Right of use asset 2,442  2,640  2,935  3,207  3,394  

Goodwill 492  496  496  496  496  

Intangible assets 8  22  22  22  22  

Projects under progress 202  172  165  166  164  

Investments 473  518  518  518  518  

Investment properties 138  139  140  140  140  

Total Non-Current Assets 5,852 6,242 6,628 7,040 7,350 

Total Assets 6,449 7,019 7,427 7,839 8,217 

Current Liabilities 1,661 1,924 2,029 2,191 2,338 

Non-current Liabilities 3,829 4,063 4,361 4,583 4,768 

Equity 959 1,032 1,037 1,065 1,111 

Total Equity and Liabilities 6,449 7,019 7,427 7,839 8,217 

BVPS 13.7 14.7 14.8 15.2 15.9 

Source: Company, GIB Capital, *including FV gain on xAI investment  
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Cashflow 2024a 2025a 2026e 2027e 2028e 

Cashflow from Operations 651 623 765 882 946 

Cashflow from Investing -394 -209 -211 -305 -297 

Cashflow from Financing -261 -352 -524 -625 -628 

Total Cashflows -4 62 30 -48 21 

Source: Company, GIB Capital 
  

Figure 12: Key ratios 

Key ratios 2024a 2025a 2026e 2027e 2028e 

Profitability ratios      
RoA 1% 1% 0% 0% 1% 

RoE 5% 6% 0% 2% 4% 

Net margin 0.4% 0.5% 0.0% 0.2% 0.3% 

      
Liquidity ratios      
Current Assets/ Current Liabilities 0.4 0.4 0.4 0.4 0.4 

Debt to Total Equity (w/ IFRS liab.) 4.5 4.5 4.8 4.9 4.9 

Receivable Days 5 5 5 5 5 

Inventory Days 5 6 6 6 6 

Payable days 32 29 30 30 30 

Cash conversion cycle -22 -18 -20 -20 -20 

      
Debt ratios      
Net Debt/EBITDA* 7.4 7.2 7.4 6.8 6.4 

Debt/Assets 0.7 0.7 0.7 0.7 0.7 

Net Debt/Equity* 4.4 4.4 4.6 4.8 4.7 

      
Valuation ratios      
P/E 79.8 54.9 NM 137.0 82.9 

P/B 3.7 3.4 3.4 3.3 3.2 

EV/EBITDA 9.5 8.6 8.3 7.1 6.6 

FCF Yield -1.5% 3.2% 1.7% 2.7% 3.7% 

Dividend Yield 0.5% 0.0% 0.0% 0.0% 0.0% 
Source: Company data, GIB Capital, *net debt includes lease liabilities. NM: not meaningful 
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Disclaimer 
This research report has been prepared by GIB Capital, Riyadh, Saudi Arabia. It has been prepared for the general use 

of G B Ca ital’s clients and may not  e altered, redistri uted, retransmitted or disclosed, in whole or in  art, 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  e im eded  y general market and economic trends and other external factors, or if a com any’s  rofits 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 

 arket Authority (“C A”) License  o.  7 7 -37. 

We use a rating system  ased on  otential u side,   year from today,  ased on our  aluation models.  or “O erweight” 

ratings, the estimated u side is >  %, for “Underweight”, the estimated downside is <  %.  or returns in  etween + -

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 

 

http://www.gibcapital.com/

