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Target Price: SAR198/share
Current Price: SAR169.8/share
Upside: 17% (+Div. Yield: 4.5%)
Rating: Overweight

SAL Saudi Logistics Services (SAL)

Cargo recovery, better pricing and diversification drive growth

=  Top-line to grow at ~15% CAGR over 2025-30e, driven by stronger imports, a favorable
cargo mix and disciplined pricing, and further aided by scaling logistics and SAL zones.

=  Earningsare set to grow at a slower ~11% CAGR, driven by gradual margin compression
and rising financial costs on elevated leverage

= Postrolling forward and revising our estimates, we raise our TP to SAR198/share using
an equal mix of DCF and P/E, implying an upside of ~17% with an Overweight rating.

Cargo volumes back on track, with a further upside potential: SAL’s cargo volume rebounded
strongly (+9% y/y) in 2Q26 after a temporary 1Q26 dip (-2% y/y), aided by rising imports, a
better cargo mix, and normalized airline operations amid adjusted supply chains, despite
geopolitical uncertainty. We expect this trajectory to hold over the medium term on three
drivers: i) capacity expansion, as SAL's SAR900mn 2026-30e investment doubles terminal
capacity across Riyadh, Jeddah, Dammam and Madinabh, ii) healthy demand for higher value
cargo, driven by e-commerce growth and Vision 2030's logistics-hub push, and iii)
diversification, as the Aviapartner Liége acquisition (SAL Liege; closed early August; expanding
the network to 20 airports) opens Saudi-Europe lanes and cross-selling opportunity (~16% of
2027e cargo volume). While geopolitical tensions remain near-term risks, the company’s
geographical diversification and operating flexibility should help mitigate any disruptions.
Accordingly, we expect cargo volume (incl. SAL Liége) to grow at a CAGR of ~11.5% over 2025-
30e (8.1% ex-SAL Liege), which, along with the disciplined pricing (+21% y/y in 1H26 on a
favorable mix) aided by updated terminal handling charges (effective from 1 June 2026) should
drive cargo revenue at an ~11% CAGR over 2025-30e.

Logistics: A major medium-term growth catalyst for the business: We expect Logistics (+16%
y/y in 1H26) to become an important growth driver, aided by a diversifying base across freight
forwarding, trucking and contract logistics, alongside an expanded customer base (signed a deal
with Medlog, Saudia Technicand SGS in 1H26). Notably, SAL is expanding its warehouse capacity
from ~46k sgm in 2025 to ~160k sqm (ex-inorganic growth) over the medium term, driven by a
planned 34.3k sgm addition at Jeddah Islamic Port, 40k sqm under the "Zone" logistics hub
initiative, and 40k sgm of other logistics pipeline, at a combined capex of SAR203mn.

Figure 1: Key financial metrics

Revenue 1,634 1,708 2,052 2,281 2,645
Revenue growth 12.2% 4.6% 20.1% 11.1% 15.9%
Gross Profit 915 962 1,166 1,267 1,430
Gross profit margin 56.0% 56.3% 56.8% 55.5% 54.1%
EBITDA 815 839 979 1,096 1,276
EBITDA margin 49.9% 49.1% 47.7% 48.0% 48.3%
Net profit 661 698 764 798 860

Net profit margin 40.5% 40.8% 37.2% 35.0% 32.5%
Net profit growth 29.8% 5.5% 9.5% 4.4% 7.7%
EPS (SAR) 8.3 8.7 9.6 10.0 10.7

DPS (SAR) 6.0 6.5 7.2 7.5 8.1

P/E 20.3x 19.2x 17.6x 16.8x 15.6x
EV/EBITDA 16.9x 16.4x 14.0x 12.5x 10.8x

Source: Company data, GIB Capital
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This improves medium-term revenue visibility and scalability, with the division likely to post a
20% revenue CAGR over 2025-30e, thereby lifting its share of group revenue to ~19% by 2030e
from ~15% in 2025.

SAL Zones (a SAR4.1bn integrated logistics park
at Falcon City with 890k sgm of capacity) remains the company's largest long-term strategic
initiative, designed to diversify revenue beyond cargo handling through steady leasing income
from Grade-A warehouses. The project will roll out in two phases. Phase 1, covering roughly
350-400k sgm (~40 to 45% of the total ~890k sgm capacity), is set for completion by 2027e.
Phase 2, covering the remaining, is expected to be finalized by 2030e. We note that phasing
remains flexible, particularly for build-to-suit (BTS) developments, which will depend on specific
business cases and customer requirements. On pre-built warehouses, the rollout is being
accelerated, with 5 planned under Phase 1 and 4 under Phase 2, averaging ~33k sqm each.
Conservatively, we expect this project to start generating revenue from 2028e, reaching SAR250-
392mn (after adjusting for inter-segment) by 2030-31e, thereby contributing ~7-10% of total
revenue. Despite the low-risk leasing income profile and high EBITDA margin (90%+ at
stabilization), we derive an implied IRR of ~9%, towards the lower end of management's 8-
11.4% guidance range, primarily due to elevated capex and the gradual ramp-up of operations.

Overall, we expect the total
revenue to grow at ~15% CAGR over 2025-30e, driven by steady growth in Cargo Handling,
faster expansion in Logistics, the SAL Liége acquisition, and SAL Zones coming online. However,
earnings are expected to rise at a slower pace of ¥11% CAGR, as operating margins are expected
to come down gradually from 42.6% in 2025 to below 40% by 2030e, primarily due to a change
in cargo mix, consolidation of lower-margin SAL Liege business, rising contribution of lower-
margin logistics business, higher expansion-led variable logistics costs, and increased strategic
development costs. Further, we revise our financial cost forecasts upward to factor in the
SAR1bn Sukuk issuance and elevated leverage driven by the SAR4bn investment in the logistics
park (net debt to EBITDA reaching 2.2x by 2029e vs. 0.1x in 2025), limiting earnings growth.

After revising our estimates, we raise our TP to SAR198/sh. (SAR193/sh.
earlier), based on an equal mix of DCF and P/E-based valuation methods, indicating ~17% upside
potential and an Overweight rating. In our DCF analysis, using a WACC of 9.6%, we arrive at a 1-
year forward TP of SAR206/share. For relative valuation, we use a multiple of 19x on 2027e EPS,
leading to a 1-year forward TP of SAR190/share. Downside risks include the geopolitical risk
stemming from the Middle East conflict, which could affect the handling volumes, slower-than-
expected growth in cargo volumes, substantial front-loaded capex versus delayed revenue
recognition, and non-renewal of contracts.
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Key Charts for SAL
Figure 2: SAL cargo volumes forecast (000 tons) Figure 3: SAL’s revenue growth (SARmn)
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Figure 4: SAL’s segmental revenue mix Figure 5: Trend in SAL’s margins
0% 0%
17% 15% 14% 15%
> 16% 56.0% 56.3% 56.8% 55.5% 54.1%
43.4%
_ PO e a06% 391y
—
40.5% 40.8% o
37.2% o
35.0% 32.5%
2024 2025 20266 2027 20286 2024 2025 2026e 2027e 2028e
1 Air cargo handling W Logistic solutions === Gross margin ==@==Operating margin
B SAL Liege M SAL Zones =@ Net margin
Source: Company data, GIB Capital Company data, GIB Capital
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Financials

Figure 8: Summarized basic financial statements (SARmn)

Revenue 1,634 1,708 2,052 2,281 2,645
revenue y/y 12.2% 4.6% 20.1% 11.1% 15.9%
COGS 719 746 887 1,014 1,215
Gross Profit 915 962 1,166 1,267 1,430
Gross Profit margin 56.0% 56.3% 56.8% 55.5% 54.1%
Selling and distribution expenses 48 42 53 59 69
General and administrative expenses 176 196 250 278 323
Operating profit 709 727 849 926 1,035
Operating margin 43.4% 42.6% 41.4% 40.6% 39.1%
Finance costs, net 15 (9) 41 82 125
PBT 694 737 809 845 910
Zakat/tax 33 39 44 46 50
Net income 661 698 764 798 860
Net margin 40.5% 40.8% 37.2% 35.0% 32.5%
v/y 29.8% 5.5% 9.5% 4.4% 7.7%
EPS 8.3 8.7 9.6 10.0 10.7
DPS 6.0 6.5 7.2 7.5 8.1
Payout 72% 75% 75% 75% 75%
EBITDA 815 839 979 1,096 1,276
EBITDA Margin 49.9% 49.1% 47.7% 48.0% 48.3%
(Balancesheet 20242 20252 2026e 2027  2028e

Trade receivables 480 385 478 531 616
Prepayments and other current assets 113 116 164 171 185
Cash and cash equivalents 1,362 1,542 1,070 520 1,119
Total Current Assets 1,978 2,053 1,723 1,233 1,931
Property and equipment 720 808 2,405 3,681 3,976
Right-of-use assets 523 846 791 740 692
Total Non-Current Assets 1,254 1,676 3,220 4,448 4,700
Total Assets 3,232 3,729 4,943 5,682 6,631
Current Liabilities 487 516 715 833 1,005
Non-current Liabilities 1,343 1,591 2,414 2,836 3,398
Equity 1,402 1,622 1,813 2,013 2,228
Total Equity and Liabilities 3,232 3,729 4,943 5,682 6,631
BVPS 17.5 20.3 22.7 25.2 27.8

Cashflow from Operations 791 957 979 1,127 1,265
Cashflow from Investing 432 (144) (1,673) (1,399) (493)
Cashflow from Financing (572) (634) 222 (279) (173)
Total Cashflows 652 180 (472) (550) 599

Source: Company data, GIB Capital
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Figure 9: Key ratios
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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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