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Saudi Telecom Company 1Q26 Earnings Summary 

Revenue increased 3.8% Y/Y to SAR 19,939mn in 1Q26. The mobile subscriber base expanded 

~5.3% Y/Y, with growth across prepaid, postpaid, and M2M segments, supporting a broader 

recurring revenue base. Fixed subscriber metrics also increased across fixed-wireless broadband, 

fixed broadband, and fixed lines. Network usage remained strong during the quarter, particularly 

during Ramadan, where data traffic rose by more than 21% in Makkah and over 40% in Madinah. 

5G accounted for more than 48% of total traffic, indicating increasing contribution from high-

speed data usage. The group also handled elevated demand during large-scale events such as 

Riyadh Season, supporting more than 12mn visitors.  

Profitability improved in 1Q26, with net profit (attributable), up 12% Y/Y excluding non-recurring 

items. This was further supported by a decline in other expenses, driven by net other gains of SAR 

166mn compared to a loss of SAR 143mn in 1Q25, primarily due to the absence of a SAR 219mn 

non-recurring loss recorded in the base period, which was related to financial instrument 

revaluation following the increase in stc’s stake in Telefonica from 4.97% to 9.97%. This was 

partially offset by lower finance income and higher finance costs. Below the line, zakat and income 

tax recorded an expense of SAR 152mn versus a positive SAR 311mn in 1Q25, impacting reported 

net profit. Separately, capex stood at SAR 1,700mn (+2.4% Y/Y), reflecting continued investment 

in digital infrastructure. Overall, revenue growth was supported by subscriber expansion and 

higher network utilization during peak periods. 

Rating and Target Price: 

We are BUY rated on SAB with a target price of SAR 49.0 (19.6% upside). 

Results vs. Consensus: 

• Revenue came in line with estimates. 

• Net income beat estimates by 10.6%. 

FY26 guidance 

• N/A 

 

Key highlights 

• stc reported 1Q26 revenue of SAR 19.9bn, up 4% Y/Y, mainly attributed to the increase in 

commercial unit revenues by 5.2%, carriers and wholesale unit revenues by 6.2%. stc’s 

subsidiaries revenue also increased by 5.8%. Sequentially, revenues remained flat. 

• STC KSA’s mobile subscribers rose 5.3% Y/Y to 30.6mn, while fixed subscribers increased 3.1% 

Y/Y to 6.1mn. Bahrain mobile subscribers fell 0.3% Y/Y to 916.5k. 

• Cost of revenue increased marginally by 1% Y/Y and Q/Q, supporting operating leverage. Gross 

profit advanced by 7% Y/Y but remained flat Q/Q in 1Q26. The gross margin in the quarter 

advanced by 165bps Y/Y but contracted 21bps Q/Q to 49.0%. 

• Operating profits jumped 11% Y/Y, despite 5% rise in operating expenses (opex). Sequentially, 

operating profits rose 10% driven by lower opex (-6%). Operating margin expanded by 130bps 

Y/Y and 183bps Q/Q to 20.0% in 1Q26. 

• EBITDA increased by 7% Y/Y and 10% Q/Q in 1Q26. The EBITDA margin stood at 32.9%, up 

103bps Y/Y and 287bps Q/Q. 

• The company’s BoD announced a cash dividend of SAR 0.55 per share for 1Q26, implying a 

dividend yield of 9.9% and a dividend payout ratio of 140.9%. 
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• Net debt to EBITDA for the company was at 1.1x compared to -2.0x for 1Q25. The company’s 

FCF rose almost 5times to SAR 3.9bn while its net cash from operating activities stood at SAR 

5.6bn, up ~1.5times. 

Developments & Contract Signings in this Quarter 

• stc secured a SAR 3bn contract from the Syrian Sovereign Fund to execute the “Silklink” project, 

involving ~4,500 km fiber-optic network rollout, data centers, and submarine cable stations, 

positioning stc as a regional infrastructure player while introducing execution and geopolitical 

risk. 

• STC Bank launched a Business Portal targeting corporates, SMEs, and self-employed segments, 

offering an integrated, Shariah-compliant digital platform with end-to-end banking capabilities; 

this strengthens ecosystem stickiness but near-term financial impact is likely limited. 

• solutions (79% owned by stc) signed a SAR 132.4mn, 3-year contract with stc to upgrade data 

center infrastructure for cloud services; revenue contribution is back-ended with impact starting 

4Q26, reflecting continued intra-group capex to support cloud scale-up. 

• stc supported Riyadh Season as a Premium Official Partner for the fifth consecutive year, 

handling >2.8mn calls and ~15,000TB data traffic for >12mn visitors; reinforces network scale 

and brand visibility, with limited direct monetization impact. 

 

1Q26 Snapshot: 

 

 

Source: Company Announcement 
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Rating Framework 

Buy 

Shares of the companies under coverage in this report are expected to outperform relative to the sector or the broader market. 

Hold 

Shares of the companies under coverage in this report are expected to perform in line with the sector or the broader market. 

Sell 

Shares of the companies under coverage in this report are expected to underperform relative to the sector or the broader 

market. 
 

Important Disclaimer 

This report is prepared by Saudi Fransi Capital ("SFC"), a fully-fledged investment firm providing investment banking, asset management, 

securities brokerage, research, and custody services. SFC, and its affiliate, might conduct business relationships with the company that is 

subject of this report and/ or own its security.  

This report is based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it should 

not be relied on as such. 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.  

This report is intended for general information purposes only, and may not be reproduced or redistributed to any other person. This report 

is not intended as an offer or solicitation with respect to the purchase or sale of any security. This report is not intended to take into account 

any investment suitability needs of the recipient. In particular, this report is not customized to the specific investment objectives, financial 

situation, risk appetite or other needs of any person who may receive this report. SFC strongly advises every potential investor to seek 

professional legal, accounting and financial guidance when determining whether an investment in a security is appropriate to his or her 

needs.    

To the maximum extent permitted by applicable law and regulation, SFC shall not be liable for any loss that may arise from the use of this 

report or its contents or otherwise arising in connection therewith. Any financial projections, fair value estimates and statements regarding 

future prospects contained in this report may not be realized. All opinions and estimates included in this report constitute SFC's judgment 

as of the date of production of this report, and are subject to change without notice. Past performance of any investment is not indicative of 

future results. The value of securities, the income from them, the prices and currencies of securities, can go down as well as up. An investor 

may get back less than what he or she originally invested. Additionally, fees may apply on investments in securities. Changes in currency 

rates may have an adverse effect on the value, price or income of a security. No part of this report may be reproduced without the written 

permission of SFC. Neither this report nor any copy hereof may be distributed in any jurisdiction outside the Kingdom of Saudi Arabia where 

its distribution may be restricted by law. 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. 

 

Saudi Fransi Capital 

(Closed Joint Stock Company Owned by Banque Saudi Fransi) 

Authorized and regulated under Capital Market Authority license 11153-37. The company is operating under commercial registration 

1010231217 with a paid-up capital of SAR 500,000,000. 

Head Office 

8092 King Fahd Road | Riyadh 12313-3735 | Kingdom of Saudi Arabia 

Mailing Address 

P.O. Box 23454 Riyadh 11426 | Kingdom of Saudi Arabia 

Tel: +966 11 282 6666 | 800 125 9999 

www.bsfcapital.sa 


