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The car rental and leasing market in Saudi Arabia was valued at ~SAR 6.9bn in FY19. The sector has witnessed consistent 
growth in the past few years. However, in FY20, the sector was impacted by the COVID-19 pandemic outbreak and the 
subsequent restrictive measures, including travel ban and suspension of Hajj and Umrah pilgrims. The car rental business 
was the most impacted, while vehicle leasing was relatively stable. Companies in the sector with diverse fleet utilization, 
across renting and leasing, were able to mitigate the impact to some extent. Furthermore, an increase in used-car sales 
helped in partly offsetting the effect of lower revenue from car renting. The sector is slowly recovering, although operating 
conditions are yet to normalize fully. The situation is expected to continue to improve in rest of FY21, with recent opening 
of international borders, and anticipated increase in the vaccination rate and a better Hajj and Umrah season compared to 
FY20. In the long run, in-line with the higher vaccination drive, both renting and leasing businesses are likely to regain the 
growth momentum, driven by increased business activities, opening of the economy, high disposable incomes, the new visa 
policy, and focus on boosting tourism.

• Growing tourism expenditure, strong non-oil sector growth, structural reforms to boost demand in the car rental 
business: During FY14–19, KSA’s total tourism expenditure increased at a CAGR of 9.6% from SAR 94.8mn to SAR 149.7mn. 
Given the Kingdom’s focus on developing tourism in the country, this trend is anticipated to continue. Furthermore, the 
government’s plan to expand Hajj and Umrah capacity (FY30 target: 30mn pilgrims) is likely to benefit the car renting business. 
Moreover, robust growth in the non-oil sector (FY14–19: CAGR of 19.8%) is expected to boost business activities across various 
sectors which would drive the corporate demand. Additionally, the structural and regulatory reforms implemented in the recent 
past, such as development of the transport infrastructure, allowing women to drive vehicles, and efforts to enhance recreational 
activities in the Kingdom, should benefit the car rental business.

• Increasing preference for leasing vehicles over owning them: Saudi Arabia’s vehicle leasing market expanded at a CAGR 
of 8.2% from SAR 2.0bn to SAR 3.0bn during FY14–19. Growth was driven by increasing preference from government entities 
for leasing vehicles over buying new vehicles. This trend is likely to percolate to the private sector as well; thus, the leasing 
market is expected to continue to register strong growth in the future. Furthermore, leasing companies also focus on deploying 
a significant portion of their fleet for leasing, as it assures them stable and consistent revenues along with long-term contracts.

• Demand for used vehicles on rise: The demand for used vehicles in the Kingdom has been rising, while the sale of the 
new vehicles has been declining. During FY14–19, the sale of used vehicles increased at a CAGR of 19.9%, while that of 
new vehicles declined 11.9%. The introduction of 5% VAT in FY18 and a consequent increase to 15% in FY20 have resulted 
in consumers shifting to used vehicles. Moreover, the impact of the pandemic on oil prices and overall economy reduced the 
consumers’ purchasing power, driving the demand for used vehicles.

• Resilient business model provides potential to recover quickly: Major companies in the business of renting and leasing 
vehicles follow a resilient business model. This model includes the right mix of rental and leasing fleet. The rental business is 
highly dynamic and provides good growth opportunities in a growing economy, while the leasing business provides a stable 
source of revenue. Moreover, at the time of economic downturn, when people’s disposable incomes are lower, the demand for 
used vehicles generally rises; this enables companies to earn profits by selling a portion of used vehicles from their fleet and 
counteract the impact of economic slowdown on the core business. This model’s ability to provide resilience was evident during 
the pandemic, as the car rental sector was less affected compared to other sectors related tourism and transportation. Hence, 
it is also expected to recover quickly once the conditions normalize.

We initiate coverage on Theeb Rent a Car Co. (Theeb) with a TP of SAR 59/share and “Overweight” recommendation, 
representing a potential upside of 11.1%. We raise our TP on United International Transportation Co. (Budget Saudi) to SAR 
51/share and rating to “Overweight”.

Table 1. Price target and recommendation

Company Name Recommendation PT (SAR/share) CMP (SAR/share) Upside / (Downside)

Budget Overweight 51.0 43.0 18.6%

Theeb Overweight 59.0 53.1 11.1%
*prices as of 3nd June 2021; 
Source: Bloomberg, AJC Research
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Key Financials
SARmn 
(unless specified) FY20 FY21E FY22E

Revenue 977 1,031 1,089
Growth % -6.4% 5.5% 5.6%
Gross Profit 298 324 310
Net Profit 188 211 200
Growth % 5.2% 12.3% -5.0%
EPS 2.64 2.96 2.82
Source: Company reports, Aljazira Capital

Overweight   

Target Price (SAR) 51.0

Upside / (Downside)*   18.6%
 Source: Tadawul *prices as of 3rd of June 2021 

Key Ratios
SARmn 
(unless specified) FY20 FY21E FY22E

Gross Margin 30.5% 31.4% 28.5%
Net Margin 19.2% 20.5% 18.4%
P/E 14.4x 14.5x 15.3x
P/B 2.4x 2.3x 2.2x
EV/EBITDA (x) 3.9x 4.4x 4.7x
Dividend Yield 4.6% 3.5% 4.9%
Source: Company reports, Aljazira Capital 

Key Market Data
Market Cap (bn) 3.1
YTD % 13.2%
52 Week (High / Low) 48.3/27.1
Shares Outstanding (mn) 71.2
Source: Company reports, Aljazira Capital

Price Performance

United International Transportation Co. (Budget Saudi): Likely to benefit 
from LT opportunities in the sector; competition to remain intense

Budget Saudi’s car rental segment was the most impacted by the pandemic 
in FY20 (revenue down 32.4%). We expect pressure to persist in the short 
term. Operating conditions are likely to improve in the second half of FY21 
due to increase in the vaccination rate, opening of international borders, and 
expected easing of restrictions on international tourists. In the long run, we 
see growth potential in both leasing and renting businesses. Budget Saudi 
is likely to benefit from growth opportunities due to its dominant position 
in vehicle leasing and growing presence in car rentals. We lift our TP on the 
stock to SAR 51/share and upgrade rating to “Overweight”.

Growth in tourism and business activities to be a key growth driver: KSA’s plans 
to attract more tourists to the country include investments in mega projects to develop 
tourist destinations, and implementation of a new visa policy and entertainment sector 
reforms. These initiatives are expected to boost growth in tourism-related businesses. 
Budget Saudi’s strategy to increase focus on the short-term rental segment is in line 
with the changing business environment. We expect strong double-digit growth in 
the company’s car rental revenue in the next 4-5 years and the segment to lead the 
company’s topline growth. 

Demand for used vehicles to boost margins: In FY20, a shift in preference for used 
car sales was witnessed, as the VAT on new vehicles increased from 5% to 15%. 
Budget Saudi’s revenue from sale of used vehicles soared 17.6% in FY20. Additionally, 
higher sale of used vehicles supported improvement in margins despite a lower total 
revenue (FY20 GP margin: +200bps). As the VAT remains at 15%, demand for used 
vehicles is anticipated to remain strong in FY21, which would keep margins high.

Leading market position, healthy financials aid market share expansion: As of 
FY20, Budget Saudi had a fleet of more than 26,000 vehicles and a large network 
of 88 branches across the Kingdom. The company leads the vehicle leasing market 
and is among top five players in the car rental market. Budget Saudi’s dominant 
market position, coupled with healthy balance sheet (net cash position: debt/equity 
of 0.02x), would enable it to take advantage of surge in demand once the economy 
starts reviving.

Stagnancy in leasing, increasing competition to be major challenges: Budget 
Saudi’s vehicle leasing revenue rose at 4.3% CAGR against a CAGR of 8.2% for KSA 
market during FY14–19. Its revenue from the segment has been declining over the 
past three years. Although the company is focusing more on expanding its presence 
in the car rental market, vehicle leasing still contributes 50% to total revenue as the 
segment provides cushion to the company’s revenue against economic headwinds. 
Thus, it would be a challenge for the company to maintain its market share. Emergence 
of ride-hailing applications and rising popularity of online bookings may lead to further 
fragmentation in the market which would make competition intense. 

AJC View and Valuation: We believe that Budget Saudi is likely to benefit from 
the upcoming opportunities resulting from growth in Saudi economy, supported by 
the company’s strong market presence and healthy financials. The recent shift in 
the revenue mix toward the car rental segment would accelerate the company’s 
growth once the economy starts to expand. However, increasing competition and 
declining lease revenue are areas of concern for the company. We valued Budget 
Saudi based on 75% weightage for DCF (3.0% terminal growth and 8.4% WACC) 
and 25% for FY22 EV/EBITDA multiple of 6.5x to arrive at a TP of SAR 51/share, 
implying an 18.6% upside. We upgrade our rating on the stock to “Overweight” 
from “Neutral”.

Source: Tadawul, Aljazira Capital
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 Key Financial Data

Amount in SAR mn, unless otherwise specified FY18 FY19 FY20 FY21E FY22E FY23E
 Income statement 
 Revenues  1,041  1,043  977  1,031  1,089  1,154 
Y/Y -11.3% 0.2% -6.4% 5.5% 5.6% 6.0%

 Cost of Sales  766  746  679  707  778  825 
 Gross profit  275  297  298  324  310  329 
 Selling and distribution expenses  (41)  (43)  (43)  (45)  (44)  (46)
 Administrative expenses  (56)  (67)  (60)  (61)  (61)  (66)
 Other operating income  4  2  2  (1)  3  3 
 Operating profit  183  189  197  218  208  220 
 Y/Y growth -2.2% 3.6% 4.0% 10.9% -4.8% 6.0%
Financial charges  (8)  (5)  (3)  (1)  (1)  (2)

 Income from Affiliate   0  (0)  -    -    -    -   
 Profit before zakat   175  184  194  217  206  219 
 Zakat  (5)  (6)  (6)  (6)  (6)  (6)
 Net income  170  179  188  211  200  212 
Y/Y 13.7% 5.1% 5.2% 12.3% -5.0% 5.9%

 Balance sheet 
 Assets 
 Cash & bank balance  14  5  147  305  382  430 
 Other current assets   212  186  194  189  184  185 
 Property & Equipment  1,208  1,227  1,116  1,022  1,001  1,026 
 Other non-current assets   2  2  2  2  2  2 
 Total assets   1,436  1,419  1,458  1,518  1,568  1,643 
 Liabilities & owners' equity 
 Total current liabilities  251  215  139  165  175  188 
 Total non-current liabilities  59  78  72  62  62  80 
 Paid -up capital  712  712  712  712  712  712 
 Statutory reserves   164  182  201  222  242  263 
 Retained earnings   250  266  362  394  424  456 
 Total owners' equity  1,126  1,160  1,275  1,327  1,378  1,431 
 Total equity & liabilities   1,436  1,453  1,485  1,555  1,615  1,698 
 Cashflow statement 
 Operating activities  259  230  284  653  638  680 
 Investing activities  (5)  (46)  (5)  (330)  (407)  (467)
 Financing activities  (250)  (194)  (137)  (165)  (154)  (165)
 Change in cash   5  (10)  142  159  77  49 
 Ending cash balance  14  5  147  305  382  430 
 Key fundamental ratios 
 Liquidity ratios 
 Current ratio (x)  0.9  0.9  2.5  3.0  3.2  3.3 
 Quick ratio (x)  0.8  0.7  2.3  2.9  3.2  3.2 
 Profitability ratios 
 GP Margin 26.4% 28.5% 30.5% 31.4% 28.5% 28.6%
 Operating Margins  17.5% 18.1% 20.1% 21.2% 19.1% 19.1%
 EBITDA Margin  61.1% 61.7% 62.2% 62.3% 58.4% 57.4%
 Net Margins  16.3% 17.1% 19.2% 20.5% 18.4% 18.4%
 Return on assets  11.6% 12.4% 12.8% 13.9% 12.6% 12.8%
 Return on equity  15.5% 15.6% 15.4% 16.2% 14.8% 15.1%
 Market/valuation ratios 
 EV/sales (x)  1.6  1.7  2.5  2.6  2.8  2.6 
 EV/EBITDA (x)  2.5  2.7  3.9  4.4  4.7  4.8 
 EPS (SAR)  2.4  2.5  2.6  3.0  2.8  3.0 
 Market price (SAR)*  26.4  36.5  38.0  43.0  43.0  43.0 
 Market-Cap (SAR mn)  1,875.3  2,597.6  2,704.3  3,060.2  3,060.2  3,060.2 
 Dividend yield  5.7% 2.7% 4.6% 3.5% 4.9% 5.2%
 P/E ratio (x)  11.0  14.5  14.4  14.5  15.3  14.4 
 P/BV ratio (x)  1.7  2.2  2.4  2.3  2.2  2.1 

 Source: Company financials, AlJazira research

June 2021 
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Key Financials
SARmn 
(unless specified) FY20 FY21E FY22E

Revenue 660 750 886
Growth % 4.6% 13.6% 18.1%
Gross Profit 162 207 237
Net Profit 63 74 77
Growth % -45.5% 17.1% 4.4%
EPS 1.47 1.72 1.80
Source: Company reports, Aljazira Capital

Overweight   

Target Price (SAR) 59.0

Upside / (Downside)*   11.1%
 Source: Tadawul *prices as of 3rd of June 2021 

Key Ratios
SARmn 
(unless specified) FY20 FY21E FY22E

Gross Margin 24.5% 27.6% 26.8%
Net Margin 9.6% 9.9% 8.7%
P/E NA 30.8x 29.5x
P/B NA 4.5x 4.3x
EV/EBITDA (x) NA 9.5x 8.8x
Dividend Yield NA 1.9% 2.8%
Source: Company reports, Aljazira Capital 

Key Market Data
Market Cap (bn) 2.3
YTD % NA
52 Week (High / Low) 62.8/52.0
Shares Outstanding (mn) 43.0
Source: Company reports, Aljazira Capital

Price Performance

Theeb Rent a Car Co. (Theeb): Strong momentum in revenue growth aided 
by expansion plans and leading market position to drive future growth

Theeb has a strong foothold in the car rental segment; expected growth 
in tourism activities in KSA augurs well for the segment. Furthermore, 
the company’s expansion in the vehicle leasing segment has been very 
impressive since the launch of the service in FY14. Theeb’s market share in 
the vehicle leasing segment is likely to increase further. In the past, Theeb has 
shown an ability to adapt to the changing customer demand and is expected 
to grab future opportunities through expansion of its fleet and branch 
network, coupled with efficient fleet management. We initiate our coverage 
on the stock with a TP of SAR 59/share and “Overweight” recommendation.

• Expansion plans to support future growth: Theeb has a geographically diverse 
network of branches across KSA. The company plans to open more car rental 
branches at strategic locations in the next few years. It is also looking to expand its 
vehicle leasing segment, with a focus on increasing the customer base and market 
share. Moreover, the company is working on enhancing its technical solutions to tap 
opportunities arising from the fast-growing e-commerce and logistics industries. All 
these efforts are expected to drive the company’s growth in the medium to long term.

• Positioned well to bounce back in car rental segment once situation 
normalizes: Theeb, being the largest car rental company, was impacted by the 
lower demand due to the pandemic. However, the demand is anticipated to recover, 
driven by reopening of international borders in May 2021 and easing of restrictions 
on foreign tourists. Given Theeb’s solid infrastructure and customer base, its car 
rental segment is expected revert quickly to pre-COVID levels, as the situation 
begins to normalize.

• Gaining traction in vehicle leasing; market share expected to increase:  Theeb’s 
vehicle leasing segment has recorded strong growth, acquiring 6.5% market share 
within a span of just five years from launching the services. Growth in the segment 
is expected to remain robust and the company’s market share is anticipated to 
improve further.

• Strong customer base attracts recurring revenue: “Theeb Membership Program” 
has been at the center of the company’s expanding customer base. The program 
has helped in building a strong brand value and a loyal customer base which, in turn, 
has helped generate recurring revenue.

• Healthy balance sheet to provide support to expansion strategy: Theeb has 
a comfortable debt to equity ratio of 1.4x and net debt/EBITDA of 2.2x. Thus, the 
company possesses financial strength to execute its expansion strategy and fund 
investments in growth opportunities.

AJC View and Valuation: We believe that Theeb is placed well to gain from 
growth opportunities in the sector. The company’s core segments (car rental and 
vehicle leasing) are expected to witness strong growth in the future. Additionally, 
the company’s ability to attract new customers and extend services to a variety of 
sectors augur well for its future prospects. Based on these positives the stock at 
current market value provides upside potential.

We have valued Theeb based on DCF (3.0% terminal growth and 5.6% WACC) 
and an EV/EBITDA multiple of 5.6x to FY22 estimates and arrived at a blended 
TP of SAR 59/share, implying an 11.1% upside from the current level. The stock 
is currently trading at a P/E of 29.5x based on our FY22 estimate. We initiate our 
coverage on the stock with an “Overweight” rating.

Source: Tadawul, Aljazira Capital
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Largest car renting company in KSA (short-term rentals)

Established in 1991, Theeb Rent a Car Company is a car rental company based in Saudi Arabia. The company 

is the largest player in the short rental segment, leading with a market share of 8.8%. The company has almost 

30 years of experience; as of December 31, 2020, it had a diversified customer base and a fleet of approximately 

19,000 vehicles. Theeb covers the central, western, eastern, northern, and southern regions through 49 car rental 

branches, 10 vehicle maintenance centers, and two used-vehicle sales branches. As of December 31, 2020, Theeb 

had 1,192 employees across the Kingdom. The company provides short and long-term car rental services to 

customers from the governmental departments and private sector as well as to individuals. The company also sells 

used vehicles through its showrooms.

Operates through three segments

The company operates through Car Rental Services (38.6% of FY20 revenue), 

Vehicle Lease Services (37.8%), and Used Vehicles Sales (23.5%) segments.

Car Rental Services segment rents passenger and commercial vehicles 

on a daily, weekly, or monthly basis. Along with the rented vehicles, Theeb 

provides additional services such as insurance, unlimited kilometers, 

one-way rentals, cross-border service, and limousine service, as well as 

additional equipment. The segment is dominated by individual customers 

who accounted for 91.8% of segmental revenue in FY19; corporate 

customers accounted for 8.2% of revenue. 

Vehicle Lease Services segment was started by Theeb in FY14. Under this 

segment, the company purchases new vehicles as per client requirements and 

caters to customers in both the private and government sectors. Typically, a 

new vehicle is purchased and delivered to the client by the leasing company. 

The leasing company is then responsible for comprehensive maintenance of 

the leased vehicle during the lease period. Furthermore, in case the vehicle 

becomes disabled for any reason, the leasing company provides an equivalent 

temporary replacement until the original vehicle is repaired and returned to the 

client. At the end of the lease period, the leased vehicle is returned by the client 

to the leasing company.

Used Vehicles Sales segment sells used vehicles from the company’s own 

fleet. The company does not sell third-party used vehicles. In general, vehicles 

are sold after the end of their life cycle of 2–5 years and after comprehensive 

maintenance to keep them attractive for prospective buyers. The key to the 

segment’s success is its ability to sell mid-to-high-quality vehicles at competitive 

prices. Used vehicles are sold through company-operated vehicle sales 

showrooms, public auctions, or an online platform.

38.6%

37.8%

23.5% Car Rental Services

Vehicle Lease Services

Used Vehicles Sales

Revenue by segment (FY-20)

Source: Company reports, Aljazira Capital Research
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Branch and fleet expansion, technology upgrade to widen customer reach and meet increased demand

Theeb’s network of 49 branches, 10 maintenance centers, and two used-car sales showrooms span across 13 major 
cities in Saudi Arabia. The company’s network covers 14 airport locations and 35 city locations. Going forward, Theeb 
plans to add more branches at strategic locations including airports, and tourist and coastal cities. Theeb’s FY21 targets 
include addition of four car rental branches at Riyadh, Jizan, Dammam, and Hail; opening of new maintenance centers at 
Yanbu, Jeddah, and Khobar; and upgrade of some of existing branches and administrative offices. As of May 2021, the 
company has opened a new branch in Jizan. A wide branch network would help Theeb to penetrate further into the KSA 
car rental market and gain market share in both car rental and vehicle leasing segments. 

Theeb’s average fleet size is estimated to expand at a CAGR of 16% to reach 23,697 vehicles by FY23, leading to an 
increase in total rental and lease revenue at 19% CAGR to SAR 851mn in FY23 from SAR 505mn in FY20. Given the 
strong growth in the company’s leasing revenue in past few years, higher fleet allocation is expected to vehicle leasing 
segment going forward. Demand for both car rentals and leasing is anticipated to increase in the KSA in the future. Thus, 
the company’s strategy to increase the fleet size to cater to the higher demand is in line with the industry dynamics and 
is likely to benefit the company in terms of new customer acquisition and higher market share. Furthermore, in the long 
term, higher demand would lead to better utilization of the fleet which would result in an improvement in margins.

The company intends to continue to integrate its information technology systems with government platforms to reduce 
the processing time for rental transactions. These integration projects are related to the Esal platform for electronic 
commercial invoice payments through the SADAD system for companies and government agencies; Tamm- Elm platform 
to automate the procedures for obtaining drivers’ authorization through the “Tamm” service; and National Unified Access 
platform based on the national digital identity system, to identify customers. The company is also working on enhancing 
its technical solutions to tap opportunities arising from fast-growing e-commerce and logistics industries. All these efforts 
would drive the company’s growth in the medium to long term.

Strong hold on car rental segment to aid rapid recovery; positioned well to benefit from future growth in demand

The car rental segment was directly impacted by the COVID-19 
precautionary measures, with revenue from the segment plunging 
27.0% in FY20. The restrictions have started easing with reopening of 
international borders in May 2021 and anticipated easing of restrictions 
on foreign tourists. Thus, the number of visitors is expected to increase, 
and demand in the car rental segment is anticipated to recover in H2-21. 
In the long run, planned development of the KSA tourism sector and the 
foreign companies’ decision to establish their regional headquarters in 
the Kingdom are expected to drive the demand. Theeb’s market leader 
position, existing solid infrastructure, and a large customer base would 
aid the company to recover quickly from the pandemic and cash in the 
growth opportunities in the sector.
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Focus on customer base expansion, increase in share in vehicle leasing segment to drive company’s growth in future 

Theeb entered the vehicle leasing segment in FY14. The company’s 
segment has registered exceptional growth; the company stands among 
the top five players in the sector, acquiring 6.5% market share in just five 
years from the launch of services. Theeb’s revenue from vehicle leasing 
surged at a CAGR of 52.3% during FY16–20. The growth momentum 
was not affected by the pandemic and the segmental revenue grew 
strongly 30.6% in FY20. Theeb’s vehicle leasing business is expected 
to continue to clock double-digit growth in the next few years, driven by 
huge potential in KSA’s vehicle leasing sector amid shifting preference to 
leased vehicles from government as well as private entities.

Theeb is increasingly focusing on expanding leasing services to 
customers across different sectors. Currently, the food & drinks sector 
contributes the highest (19%) to the company’s leasing revenue, 
followed by the government (16%) and transport (13%) sectors. Theeb 
aims to grow its customer base in transport, distribution, logistics, 
electronic services, school transport, consumer goods, and freight 
vehicle rental sectors. Geographically, the company is looking to 
penetrate deeper into the central, western, and eastern regions while 
extending services in the northern and southern regions. 

Hence, on the basis of Theeb’s impressive past performance in the vehicle leasing segment and its focus on further 
expansion in the segment, the company is most likely to gain a higher market share in future.

Loyal and growing individual customer base driven by “Theeb Membership Program” strengthens recurring 
revenue prospects

“Theeb Membership Program” launched in early 2000s has helped the company expand its customer base consistently. As of 
December 2020, the number of members under the program increased to more than 300,000. The membership provides customers 
with exclusive benefits such as discounts, rewards, and easy access to reservation which, in turn, provides the company with a 
competitive advantage in attracting new customers and retaining the existing ones. This would enable the company to establish a 
loyal customer base and increase recurring revenue.

Moderately leveraged balance sheet provides solid support to expansion strategy
Theeb’s strategy emphasizes on investing in capacity expansion to acquire a higher market share across the business segments. 
Thus, the company’s capex is likely to remain high in the next few years. The company’s moderate level of leverage with a debt-
to-equity ratio of 1.4x and net debt/EBITDA of 2.2x provides scope for raising funds required for future capex by leveraging the 
balance sheet. Hence, Theeb’s healthy balance sheet provides solid support to execute its expansion strategy and grab growth 
opportunities.
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Consistent new customer additions under “Theeb Membership Program”
FY15 FY16 FY17 FY18 FY19 FY20

Members 138,739 155,046 197,140 223,420 256,560 300,000+

Growth Rate 12.0% 11.8% 27.1% 13.3% 14.8% 16.9%+

Source: Company reports, Aljazira Capital Research
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Based on our blended valuation approach, we arrive at a TP of SAR 59/share for the company

Peer Comparison Table (FY22)
Company Name EV/EBITDA
BUDGET AB 4.7
PAG US 7.2
R US 4.2
SIX2 GY 6.8
Median 5.6

Relative Valuation Table:
EV/EBITDA (FY22)
All Figures in SAR mn, unless specified
Sector EV/EBITDA (FY22) 5.6
Premium/(Discount) to peers 0.0%
Implicit EBITDA Value 1,917
Net Debt 622

Net Worth 1,210
Shares (Mn) 43
Relative Value (SAR/share) 28.1

Blended Valuation
Valuation Summary Fair Value Weight Weighted Avg
DCF  69.3 75%  52.0 
EV/EBITDA  28.1 25%  7.0 

Weighted Avg 12-month TP  59.0 
Current market price (SAR /share)  53.1 
Expected Capital Gain 11.1%

We value Theeb Rent a Car Co. on 75% weight for DCF and 25% weight for EV/EBITDA based on relative valuation. 
Our valuation yields a TP of SAR 59/share. Based on our derived TP of SAR 59, the implied PE multiple based on 
FY22E earnings is 32.8x, as compared to the PE of 29.5x based on the CMP of SAR 53.1.

Risk factors:

• Spread of the pandemic or delayed recovery from the pandemic may weaken demand for company’s services, 
particularly in car rental segment.

• Public transportation projects, such as Riyadh Metro and Haramain High Speed Railway, along with increasing 
ride-hailing applications, could lower the demand for rental vehicles.

• Concentration of revenue in top five branches (consistently >40% of revenue over the past few years) and 
possible closure of one of the high earning branches on failure to renew lease agreement may lead to significant 
loss of revenue.

• •Rising competition and pricing pressure due to predominance of Internet bookings may impact the company’s 
revenue in the form of lower per vehicle or loss of market share.

• Loss of major lease contracts, such as King Abdulaziz International Airport tender in Jeddah in FY17, puts 
revenue visibility under risk.

• Negative impact of lower oil prices on the overall Saudi economy could hamper the company’s operations
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 Key Financial Data
Amount in SAR mn, unless otherwise specified FY18 FY19 FY20 FY21E FY22E FY23E

 Income statement 
 Revenues  532.6  631.1  660.0  749.8  885.5  1,000.8 
 Y/Y -0.5% 18.5% 4.6% 13.6% 18.1% 13.0%
 Cost  (390.0)  (410.0)  (498.0)  (543.2)  (648.5)  (728.5)
 Gross profit  142.6  221.2  162.0  206.6  237.0  272.3 
 Operating Expenses  (50.8)  (65.0)  (59.7)  (74.7)  (87.3)  (97.6)
 SG&A  (50.8)  (65.0)  (59.7)  (74.7)  (87.3)  (97.6)
 Operating profit  91.8  152.3  99.3  120.9  136.4  159.3 
 Y/Y 54.9% 65.9% -34.8% 21.8% 12.8% 16.8%
 Financing Expense (net)  (22.8)  (28.1)  (32.0)  (43.8)  (55.9)  (67.8)
 Income before zakat  69.0  124.2  67.4  77.1  80.5  91.5 
 Zakat  (2.0)  (4.1)  (4.1)  (3.1)  (3.2)  (3.7)
 Net income  60.1  116.0  63.2  74.0  77.3  87.8 
 Y/Y 109.2% 93.1% -45.5% 17.1% 4.4% 13.7%
 Balance sheet 
 Assets 
 Cash & equivalent  33  59  40  284  451  550 
 Other current assets   108  142  169  168  187  201 
 Total current assets  141  201  209  452  638  752 
 Property plant & equipment  750  1,027  979  969  982  1,029 
 Other non-current assets   1  47  120  168  236  330 
 Total assets   892  1,276  1,307  1,589  1,857  2,110 
 Liabilities & owners' equity 
 Total current liabilities  359  459  460  584  709  832 
 Long-term loans  129  316  249  340  431  522 
 Total other non-current liabilities  20  52  117  153  192  229 
 Paid -up capital  154  154  430  430  430  430 
 Statutory reserves   55  55  6  6  6  6 
 Retained earnings   175  239  45  76  89  91 
 Total owners' equity  384  449  482  513  525  527 
 Total equity & liabilities   892  1,276  1,307  1,589  1,857  2,110 
 Cashflow statement 
 Operating activities  243  363  362  228  247  277 
 Investing activities  (19)  (4)  (4)  (146)  (193)  (258)
 Financing activities  41  159  (142)  163  133  97 
 Change in cash   266  517  216  246  187  116 
 Ending cash balance  33  59  40  284  451  550 
 Key fundamental ratios 
 Liquidity ratios 
 Current ratio (x)  0.4  0.4  0.5  0.8  0.9  0.9 
 Quick ratio (x)  0.4  0.4  0.4  0.8  0.9  0.9 
 Profitability ratios 
 Gross profit margin 26.8% 35.0% 24.5% 27.6% 26.8% 27.2%
 Operating margin  17.2% 24.1% 15.0% 16.1% 15.4% 15.9%
 EBITDA margin  43.6% 54.8% 43.0% 41.0% 38.8% 40.4%
 Net profit margin  11.3% 18.4% 9.6% 9.9% 8.7% 8.8%
 Return on assets  6.7% 9.1% 4.8% 4.7% 4.2% 4.2%
 Return on equity  15.7% 25.9% 13.1% 14.4% 14.7% 16.7%
 Leverage ratio 
 Debt / equity  (x)  0.94  1.45  1.40  1.80  2.24  2.71 
 Market/valuation ratios 
 EV/sales (x)  NA  NA  NA  3.9  3.4  3.2 
 EV/EBITDA (x)  NA  NA  NA  9.5  8.8  7.8 
 EPS (SAR)  1.40  2.70  1.47  1.72  1.80  2.04 
 BVPS (SAR) - Adjusted  8.9  10.4  11.2  11.9  12.2  12.3 
 Market price (SAR)*  NA  NA  NA  53.1  53.1  53.1 
 Market-Cap (SAR mn)  NA  NA  NA  2,283  2,283  2,283 
 DPS (SAR) 0.66 1.16 0.70 1.00 1.50 2.00
 Dividend yield   NA  NA  NA 1.9% 2.8% 3.8%
 P/E ratio (x)  NA  NA  NA  30.8  29.5  26.0 
 P/BV ratio (x)  NA  NA  NA  4.5  4.3  4.3 

Source: Company reports, Aljazira Capital Research
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Disclaimer 

AlJazira Capital, the investment arm of Bank AlJazira, is a Shariaa Compliant Saudi Closed Joint Stock company and 
operating under the regulatory supervision of the Capital Market Authority. AlJazira Capital is licensed to conduct 
securities business in all securities business as authorized by CMA, including dealing, managing, arranging, advisory, 
and custody. AlJazira Capital is the continuation of a long success story in the Saudi Tadawul market, having occupied 
the market leadership position for several years. With an objective to maintain its market leadership position, AlJazira 
Capital is expanding its brokerage capabilities to offer further value-added services, brokerage across MENA and 
International markets, as well as offering a full suite of securities business. 

1. Overweight: This rating implies that the stock is currently trading at a discount to its 12 months price target. 
Stocks rated “Overweight” will typically provide an upside potential of over 10% from the current price levels 
over next twelve months.

2. Underweight: This rating implies that the stock is currently trading at a premium to its 12 months price target. 
Stocks rated “Underweight” would typically decline by over 10% from the current price levels over next twelve 
months.

3. Neutral: The rating implies that the stock is trading in the proximate range of its 12 months price target. Stocks 
rated “Neutral” is expected to stagnate within +/- 10% range from the current price levels over next twelve 
months. 

4. Suspension of rating or rating on hold (SR/RH): This basically implies suspension of a rating pending further 
analysis of a material change in the fundamentals of the company. 

The purpose of producing this report is to present a general view on the company/economic sector/economic subject under research, and not to recommend a buy/sell/hold for 
any security or any other assets. Based on that, 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 stocks, bonds, macroeconomic or 
microeconomic variables are of a volatile nature and could witness sudden changes without any prior warning, 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 
Al-Jazira Capital from sources believed to be reliable, but Al-Jazira Capital 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 opinions contained in this report. Al-Jazira Capital 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 stock or securities mentioned in the report. The investor might 
get an amount less than the amount invested in some cases. Some stocks or 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 Al-Jazira Capital, and they undertake that neither them, nor their wives or children hold positions directly in any listed shares or securities contained in this report during the 
time of publication of this report, however, The authors and/or their wives/children of this document may own securities in funds open to the public that invest in the securities 
mentioned in this document as part of a diversified portfolio over which they have no discretion. This report has been produced independently and separately by the Research 
Division at Al-Jazira Capital 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 Al-Jazira Capital. Funds managed 
by Al-Jazira Capital and its subsidiaries for third parties may own the securities that are the subject of this document. Al-Jazira Capital 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 Al-Jazira Capital 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 Al-Jazira Capital 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 of Al-Jazira Capital. Persons who 
receive this report should make themselves aware, of and adhere to, any such restrictions. By accepting this report, the recipient agrees to be bound by the foregoing limitations.
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