
                            

 

Arabtec Holding 
 

• The UAE’s wealth and desire to diversify from dependence on oil has fuelled 
an unprecedented level of construction in the UAE.  Real estate, commerce and 
tourism are the fundamental drivers behind the booming construction industry, 
which we anticipate to grow at an average, year on year rate of 10.4% from 
2008 - 2012.  
 

• Arabtec is the only “pure play” construction company listed on the Dubai 
Financial Market and has an impressive order backlog of AED 36bn.  One 
third of the total backlog is from contracts based outside the UAE.  Arabtec 
has formed nine joint ventures with local and international contractors to 
achieve strong alliances, tender for larger projects and facilitate geographic 
expansion. 

 

• We initiate coverage with an outperform rating and a price target of AED 26.7.  
In our opinion Arabtec offers investors 51.2% upside on the current price.  
Arabtec is trading at a low 2008 estimated P/E of 12.7 compared to an average 
industry comparable of 14.5. 

 

• We believe that the biggest risks to the sector are labour shortages, inflated 
material costs, construction delays and project cancellations.   

 

• In our view, short term catalysts would include penetrating the Saudi market, 
further acquisitions, a proven track record of successful overseas projects and 
the reclassification of GCC citizens in foreign ownership calculations. 

 

 

Equity Data

Current Price (AED) 17.65

Target Price (AED) 26.69

Upside/downside 51%

12 Mo. High/Low 19.00 - 5.58

12 Mo. Performance 194%

Market Cap (AED bn) 10.55

Enterprise Value (AED bn) 11.23

Bloomberg ARTC UH

RIC ARTC-AE

Multiples 2007A 2008E 2009E 2010E 2011E

Revenue          4,273          7,477          9,721      11,179        12,856 

Revenue Growth 52.1% 75.0% 30.0% 15.0% 15.0%

Gross Margins 19.4% 18.3% 17.0% 17.0% 16.5%

EBITDA             567             841             972        1,118          1,221 

EBITDA Margins 13.3% 11.3% 10.0% 10.0% 9.5%

Net Income 579 895 1,052 1,208 1,332
Net Income after Minority Interest 535 830 976 1,121 1,235

EPS 0.90 1.39 1.63 1.87 2.06

Cash Earnings per Share 0.71 1.09 1.26 1.46 1.59

Dividends per Share 0.15 0.50 0.86 0.88 1.01

Valuation Multiples

P/E 19.7 12.7 10.8 9.4 8.5

Diviend Yield 0.8% 2.8% 4.9% 5.0% 5.7%

EV/EBITDA 19.8 13.3 11.6 10.0 9.2

Price/ Cash Earnings 25.0 16.2 14.0 12.1 11.1

Price/ Book 9.5 5.7 4.7 4.1 3.6
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Investment Summary 
 

Arabtec is uniquely positioned as the only “pure play” construction firm listed on 

the Dubai Financial Market.  Additionally, the company has established an excellent 

reputation in the region and strong relationships with key developers allowing them 

to take full advantage of the existing construction boom in the region.  Though 

Arabtec’s share price has increased by 194.0% in the last 12 months, we believe that 

an impressive order backlog valued at AED 36bn, expanding opportunities outside 

of the UAE, and a strategically focused management team should offer further 

upside for investors. 

Attractive Valuation 

 

In comparison to other construction companies Arabtec is trading at a low 2008 

estimated P/E multiple of 12.7, compared to our industry comparables with an 

average 2008 consensus P/E of 14.5. 

We are initiating with an outperform recommendation and a DCF price target of 

AED 26.7.   

Potential Acquisition Supports Vertical Integration Strategy 

 

Arabtec has recently announced it is in final negotiations to acquire a Piling 

contractor.  The potential acquisition supports Arabtec’s vertical integration 

strategy and should add synergies to the existing business.  The acquisition is not 

factored into our target price and therefore a successful acquisition could provide 

additional upside. 

 

Strong Reputation and Key Relationships Solidify Market Position 

 

Arabtec has a strong presence and an excellent reputation in a competitive market 

place.  As such, developers are keen to work with Arabtec, which allows 

management to tender for more selective projects and gives them more bargaining 

power in terms of pricing.  

Arabtec has forged relationships with the leading government backed regional 

developer, Emaar which represents 11% of the current backlog.  Arabtec is 

currently working alongside Emaar to build the Burj Dubai, the tallest structure in 

the World.  We feel that on the back this relationship Arabtec may penetrate other 

markets such as Saudi Arabia and India.  We see Arabtec’s relationship with Emaar 

and penetration of the Saudi market as a huge growth potential for Arabtec. 

International Expansion Offers a Further Catalyst for Earnings 

 

International expansion is of strategic importance for Arabtec with one third of 

Arabtec’s order backlog currently outside of the UAE.  In May 2008, Arabtec won 

its largest ever contract, worth AED 10bn, to build the Okhata Centre in St 

Petersburg.  Whilst we see this as a positive in terms of diversifying risk 

geographically, we do feel it will offer new challenges not experienced in the 

company’s home market, the GCC.  We anticipate lower margins from the Russian 

contract as the cost base in Europe is inherently higher and Arabtec lacks the 

supplier relationships that they have in the Middle East.  The Okhata Centre 
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contract is fixed price, which may pose a risk in a country where inflation is 

estimated to reach 12.0% in 2008.  Whilst we believe management has factored 

economic pressures into the price, more aggressive inflation may squeeze Arabtec’s 

profit margins.  We feel that Arabtec has a lot to prove outside of the UAE 

however, we do believe that strategically, geographic diversification is a positive. 

We expect that acquisitions or joint ventures should be an essential part of their 

international expansion and could provide additional upside. In our opinion 

acquisitions or joint ventures could enhance the ability to deliver efficiently and 

shorten the “learning curve” for overseas projects.  Arabtec is currently finalising a 

joint venture with a Saudi Arabian company and has already formed five joint 

ventures outside of the UAE to facilitate international expansion in Pakistan, 

Jordan, Qatar and Syria.   

Recent Acquisitions Expand Specialty and Opens Abu Dhabi Market 

 

In November 2007 Arabtec acquired Target Engineering, a civil, electrical and 

marine contractor.  The acquisition facilitated Arabtec’s move into Abu Dhabi, 

with the addition of a 4,000 strong workforce.  We see Abu Dhabi as the growth 

area of the UAE that should ensure the longevity of construction in the Emirate. 

Furthermore, we see the acquisition of a company in a different area of 

construction as a positive step to reduce dependency from the real estate market. 

Industry Dynamics Remains Strong 

 

The construction industry in the UAE has been fundamentally driven by the high 

liquidity environment resulting from high petroleum revenues, negative real interest 

rates, and the government’s vision to diversify its economy from oil and gas.  The 

governments’ significant budget surpluses in recent years have afforded them the 

opportunity to invest in three key areas; major infrastructure projects, expanding 

the country’s tourist offering, and residential/commercial real estate projects. 

Public and private investment has been injected into the construction industry to 

build communities that can house a growing population, develop business centres 

to attract global corporations and construct hotels and airports to facilitate more 

than 10mn tourists per annum by 2012.  Construction is at the heart of these 

initiatives and as a consequence, the industry is booming.  We anticipate average 

year on year real growth of 10.4% between 2008 and 2012. 

Main Risks are Inflation and Labour Shortages 

 

The main risks to our expectations for the current environment to continue are the 

rising costs of materials and a shortage of skilled labour.  It should be noted, 

however, that the company has shown the ability to deal with both issues over the 

last year while still adding tremendous value to shareholders. 

Labour shortages and rising labour costs have consumed the construction sector in 

recent months, squeezing margins of the smaller contractors.    In our opinion, 

current market conditions enable Arabtec to pass the majority of additional labour 

and inflated raw material costs on to the developer.  However, we do believe that 

the lack of skilled labour in the region could seriously hamper Arabtecs expansion 

plans inside and outside of the UAE and could impact our valuation going forward.  

Meanwhile, Arabtec’s vertical integration strategy and resultant acquisition of Gulf 

Steel is a strategic advantage. 
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Overview of the Construction Sector 
 

The oil wealth in the Middle East has stimulated both private and public 

investment in the construction industry.  There are currently over $2 trillion of 

projects planned or underway in the GCC which is more than double the GDP of 

the six GCC economies combined.  The construction sector, which includes air and 

sea ports, real estate, civil engineering, railways and roads, accounts for 60% of the 

total and is valued at $1.17 trillion.  The UAE is home to 38% of projects planned 

or underway in the GCC. 

 

The UAE is a union of seven Emirates, of which Abu Dhabi is the largest and the 

most powerful, due to its oil wealth.  Abu Dhabi and Dubai account for 60% and 

30% of the UAE’s GDP respectively.  The UAE has the second largest economy in 

the GCC in terms of GDP after Saudi Arabia, and the second largest GDP per 

capita in the GCC after Qatar.  According to the Ministry of Economy, the UAE 

has the 5th largest proven oil and gas reserves in the World and it is estimated to 

have 9.5% and 4.0% of the World’s oil and gas reserves respectively.   

 

Diversification from Oil 

 

The UAE has a long term plan to diversify from oil and essentially minimise its 

vulnerability to oil price movements.  Currently the major non oil sectors in the 

UAE economy are manufacturing, trade, real estate, transport, storage & 

communication, finance and of course construction, as depicted below. 

 

  

 UAE Major Non-oil Sectors as a Percentage of  

Nominal GDP  

 

 

  Nominal Growth of Selected UAE Sectors  

2005-2006 

 

 
                                
    Source:  Dubai Chamber of Commerce, Economic Bulletin; 2006, Al Mal Capital Research 

  

 

Construction is an Integral Driver of the UAE Economy 

 

The UAE construction industry has established itself as an integral driver of the 

UAE economy, with 29% nominal growth in 2006 according to the Dubai 

Chamber of Commerce. 
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The importance of the construction industry is further illustrated by the country’s 

project value relative to its GDP.  The values of projects in the UAE in 2008 are 

4.6x the estimated GDP value in 2007, compared to just 1.3x GDP in Saudi Arabia 

and 2.3x in Oman. 

 

Construction size in the GCC, relative to current price GDP 

 
Source:  Meed & IMF Estimates 

 
Major Market Players 
 

Large construction companies in the UAE tend to be private, family owned 

businesses that have had a foothold in the market for over 30 years.  There are 

more than 6,000 construction companies operating in the UAE, although the 

majority of contractors are small and do not have the capacity or the resources to 

tender for larger projects.  However, it is becoming more common for large 

international companies to enter into JV’s with smaller companies that have local 

experience. As part of a JV the foreign company has access the UAE market and 

the local company has additional capacity and expertise to tender for larger 

projects.  For example, the Belgian Company, Besix Construction partnered with 

Arabtec to build the Burj Dubai and UK Company, Laing O Rourke formed a joint 

venture with Aldar Properties to build Al-Raha Beach. 

 

The table below lists some of the prominent contractors in the UAE.  The largest, 

in terms of the number of employees is Arabtec with 52,000 employees followed 

by Al Naboodah with 32,000 and Arabian Construction and Al Habtoor with 

25,000. 

 Construction Contractors in the UAE 

 
Source:  Zawya, Company Websites & Various Industry Sources 

 

Country

Projects US$ 

billions- June 08 GDP 2007E

Relative to 

GDP (x)

UAE 894.1 192.6 4.64x

Kuwait 265.4 111.3 2.38x

Bahrain 38.6 19.7 1.96x

Saudi Arabia 476.2 376.0 1.27x

Qatar 207.4 67.8 3.06x

Oman 90.4 40.1 2.26x

Company Employees Major Projects

Arabtec Holding 52,000 Burj Dubai, Meydan Race Course, Okhata Towers

Al Naboodah Contracting 32,000 Al Maktoum International Airport, Al Barari Villas

Al Habtoor Eng. 25,000

Jumeirah Beach Hotel, Jumeirah Beach Residence, Dusit Dubai, 

Shangri-la Hotel, Burj Al Arab, Madinat Jumeriah, Dubai Int. 

Airport

Al Futtaim Carillion 17,000

Dubai Autodrome, City Centre, Dubai Marina Towers, Dubai 

Festival City, Dubai Marina Excavation and Quay Wall, Emirates 

Hills, Old Town

Arabian Construction 15,000 Abu Dhabi Trade Center, IKEA, Emirates Airlines, Etisalat

Al Hamad Contracting 14,000

Marriott Executive Apartments, Outsource Zone, Park Island, 

Meadows Villas, Emirates Hills Residential Villas, Dubai Marina 

Residential Villas

Al Jaber Eng. & Contracting 10,770
Victory Heights Villa, Abu Dhabi National Exhibition Center, 

Dubai World Trade Center District
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What is Driving the Construction Boom in the UAE? 
 

I. Oil Wealth and the Government’s Vision 
 

 The UAE’s wealth and desire to diversify from oil has fuelled an unprecedented 

level of building and investment in the UAE which has, until now, been primarily 

focused in Dubai.  In 2006, the construction industry recorded an estimated real 

growth rate of 19.7% year on year. We forecast average yearly real growth rates of 

10.4% during 2008-2012.  

  

Abu Dhabi, the wealthier and larger of the two emirates, has recently followed 

Dubai’s example and is diversifying its economy along similar lines. 

 

 GCC Construction Projects 

 

 
Source: Meed 

 

 

II. Real Estate Demand Significantly Outweighs Supply 
 

Real estate has been a driving force in the construction boom in the UAE.  Since 

2002, the UAE’s population has grown at more than 7% CAGR and is projected to 

grow at around 5% CAGR over the next five years, from 5.19mn in 2007 to 

6.88mn in 2011.  As the population has increased, so too has the demand for 

housing.  According to the Al Mal Capital real estate report, demand in the UAE 

currently outweighs supply by over 101,000 units and supply is not predicted to 

surpass demand until at least 2010.  The increase in the construction of 

infrastructure, hospitals and schools goes hand in hand with a growing population. 

 

Foreign Ownership has Propelled Construction 

 

In 2002 the Emirate of Dubai passed new reforms allowing foreign ownership of 

property, which in addition to high rental demands, has propelled the real estate 

and construction market.  Property prices and rental costs have soared in the last 

five years.  Abu Dhabi has witnessed Dubai’s real estate success and, while not 

being quite as liberal, has endorsed leasehold ownership of property over 99 years 

for foreign investors. 
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We believe that the residential market should remain strong in the medium term, 

with demand considerably out weighing supply, and new developments in Abu 

Dhabi should ensure longevity of the industry across the UAE. 

 

 

III. Free Zones Attract Global Corporations 
 

The UAE has positioned itself as a financial hub and business centre of the Middle 

East.  Dubai is currently building a world-class business district, whilst ‘Free zones’ 

have encouraged 100% foreign owned companies to operate in the UAE and 

access the emerging economies in MENA. In 2006, The Dubai International 

Foreign Exchange opened with the intention to compete with the foreign 

exchanges in London, New York and Hong Kong, filling the time gap between the 

West and the East and enhancing Dubai’s credibility in the global financial markets. 

 

Commerce is Still in its Infancy  

 

We believe that commerce in the UAE is in its infancy and that many overseas 

companies are still ‘testing the water’, having just a small presence in the UAE.  As 

the market matures, we feel that an increasing number of companies will operate in 

the Emirates and existing companies will expand.   

 

According to the CBRE Global Markets Rents survey, office space in Dubai is 

among the most expensive in the world.  Dubai entered the ranking in May 2008, 

featuring at number 10, with occupancy rates of $128.49 per square foot per 

annum.  We believe the strong increase in price is due to an increasing number of 

businesses moving to the city as well as a severe shortage in supply.   

 

In our opinion the supply and demand imbalance should continue to drive the 

construction of office space in the UAE, particularly in Dubai and Abu Dhabi. 

 

 

IV. Tourism - Highest Occupancy Rates in the World 
 

The leisure sector is another significant driver of the construction industry.  In the 

Middle East, Dubai is the largest spender on leisure projects followed by Saudi 

Arabia and Abu Dhabi.  In 2007 there were 7mn visitors to Dubai alone, and 

Dubai’s strategic plan is to increase the number of tourists to 10mn by 2010 and 

15mn by 2015.  The hotels in Dubai have the highest occupancy rate in the world 

at an average of 74.3%.  There are currently 47,000 hotel rooms in Dubai with the 

intention to triple the number to 141,000 rooms by 2015.  In 2007, tourism projects 

accounted for $247bn in the UAE, with more than 50% of projects taking place in 

Dubai, followed by 34% in Abu Dhabi. 
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Value (USD$ billion) of Tourism Projects in UAE 2007 

 
     Source: Meed 

 

Mega Projects Attract International Acclaim 

 

The need to build the biggest and the best has earned Dubai a reputation of being 

extreme and flamboyant.  It has the highest number of high-rise constructions 

under way in the world, with 329 buildings and more than 10 sky scrapers.  There 

are more than 20 mega projects planned, many of which are attracting international 

acclaim, including The Burj Dubai, The Palm and The World. 

 

Dubailand is the one of the world’s most ambitious leisure and tourism projects; it 

will cover an area of over 3bn square feet and is set to become the world’s largest 

hotel and retail development.  Dubailand alone will be home to a staggering 45 

mega projects and 55 hotels.  Dubailand is anticipated to attract more than 40,000 

visitors a day and should contribute to attracting 15mn visitors to Dubai by 2015. 

Mega projects in the UAE that are currently underway are listed below. 

 

Mega Projects in the UAE 

 
       Source: Al Mal Capital Research & Various Industry Sources 

 

As the prospect of a global recession looms and fuel prices hit record highs, we 

anticipate that tourism in the UAE should stabilise in the short term.  However, in 

the medium to long term, we feel the UAE’s strong geographic position between 

Asia and the West, year-round sunshine and ambitious tourist attractions should 

ensure a thriving tourism industry. 
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Project USD$ million

Dubai World Central 82,000.00      

Dubailand 64,032.70      

Yas Island, AbuDhabi 40,000.00      

Al Reem Island, AbuDhabi 30,000.00      

Dubai Waterfront 28,000.00      

Business Bay 27,247.96      

Masdar Sustainable City, Abu Dhabi 22,000.00      

Burj Dubai & Downtown 20,000.00      

Al Raha Beach Development, AbuDhabi 15,000.00      

The World 14,000.00      

Arabian Canal, Dubai 11,000.00      

Lulu Island, AbuDhabi 10,890.00      

The Palm Islands 6,000.00        
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Industry Risks 
 

I.  Labour Constraints 

One of the largest risks facing the construction industry is the increasing cost of 

labour, and the ability to attract and retain workers. From the mid 1970’s, large 

numbers of foreign workers have migrated to the Gulf for substantially higher 

salaries than they could expect in their home countries.  The UAE is home to 

3,113,000 foreign workers, who account for more than 90% of the private sector 

workforce.  There are around 1.5mn expatriate Indians in the UAE and a large 

number of them work as contract labourers in the construction industry.  

Approximately 43% of all foreign workers in the UAE are Indian nationals, making 

the UAE particularly vulnerable to fluctuating currencies and increasing wages in 

India. 

 

In the last few years, Asian countries, and in particular India, have seen rapid 

economic growth, improved career opportunities and higher wages.  According to 

Hewitt Associates, salaries in India in 2007 were expected to grow at 14%, with a 

similar increase in 2006.  The UAE, in comparison, saw a salary increase of 10.7% 

in 2007, a small rise from 10.3% in 2006.   Based on  Meed estimates, in 2005 an 

Indian worker earning 3,000 – 5,000 Rupees in the Gulf could earn twice as much 

as he could at home by signing up to a three year contract in the GCC.  In 2008, 

the same worker could earn Rs 10,000 a month in India, whilst wages in the GCC 

have been fixed at the original contracted amount, thus reducing the incentive to 

work overseas. 

 

The Wage Gap is Closing 

Essentially, the wage gap between India and the Gulf is closing as the declining 

value of the UAE Dirham against the Indian Rupee is compounding the issue. The 

US Dollar has depreciated against the Indian Rupee by 16% between 2002 and 

2008.  Regional and international competition is also making it increasingly difficult 

for construction companies in the region to find both skilled and unskilled workers.  

The depreciating value of the dirham has a more marked impact on lower paid 

workers from Asia, but it is also impacting expatriates from South Africa, Australia, 

Canada and Europe.   

 

 USD$ Depreciation from July 2002 to July 2008 

 

 
 Source: www.Oanda.com & Al Mal Capital Research 
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The falling real value of wages has caused unrest amongst Indian workers in the 

UAE.  In November 2007, 40,000 labourers working for Arabtec, held a series of 

strikes that lasted between two and three weeks and caused project delays.  The 

dispute was eventually resolved with management and wages were increased by 

US$27, which represented a 25% pay rise for an unskilled labourer.    The shortage 

was intensified in August 2007, when a Government initiative allowed expatriates 

without a valid work visa, to be sponsored by their employer or to leave the 

country without any legal implications.  It is estimated that over 300,000 illegal 

workers left the UAE (almost one third of the labour population in the UAE), with 

the majority being employed in the construction sector. 

 

More Stringent Employment Laws Going Forward 

In the future, we anticipate more stringent laws regarding improved working 

conditions and the possibility of introducing a minimum wage.  Health insurance 

was made compulsory for all construction workers in 2008, as has an electronic 

means of salary payment.  Whilst this will have the greatest impact on the lower 

paid, unskilled workers, it may drive salaries higher across the board as employers 

try to maintain a wage differential between grades.  

 

Labour accounts for approximately 15 – 20% of project-related costs and given all 

of the factors listed above combined with soaring accommodation costs; we 

anticipate labour costs to increase in 2008 and 2009.  However, we believe that in 

the current market, the cost increases in future contracts will be factored into the 

project price, having a minimal impact on Arabtec’s profit margins.   

 

Capacity Constraint Rather than Financial 

 

 In our view, the labour shortage is more of a capacity constraint rather than a 

financial one.  A lack of appropriate staff may impede a contractor’s ability to take 

on new projects and carry out expansion plans outside of the UAE. 

 

 

II.  Rising Price of Raw Materials 

Cement and steel account for approximately 30% of construction costs and rising 

prices are increasingly putting contractor’s margins under pressure.   

 

The UAE produces its own cement, being serviced by 15 cement companies that 

together produce 13.2mn tons per annum.  However, production has fallen short 

of demand since the beginning of the construction boom in 2003.  The difference 

is met by imported cement which, according to Dubai World Statistics Department 

has soared 74% from 1.70mn tonnes to 2.96mn tonnes in 2007.  The shortage of 

local supply has driven cement prices in the UAE from AED 150 per metric 

tonnes in 2003 to an unofficial rate of AED 400 per metric tonnes in 2008. 
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Cement Consumption and Production in the UAE 

   
          Source:  Industry Sources & Al Mal Capital Estimates 

There has been a great deal of speculation surrounding the cement industry 

recently with both traders and producers passing blame for the price hike.  In May 

2008, the UAE Ministry of Economy signed an agreement with cement producers 

to increase daily production of 50kg cement sacks from 150,000 to 250,000 and cap 

prices at AED 340 per metric tonne. 

 

Cement Prices Should Ease in 2009 

In our opinion, cement consumption in the UAE should grow in line with the 

growth of the construction industry.  Until the UAE has the storage and handling 

facilities to cope with importing larger volumes of cement, we believe that future 

pricing is dependent on the ability of local cement companies to roll out their 

expansion plans.  We see cement prices easing next year with supply outstripping 

demand in 2010. 

 

Steel Shortages in the Middle East 

The UAE steel market has also seen aggressive increases in selling prices in the last 

12 months due to greater shortages in the Middle East.   Steel is a major 

component in construction. Steel consumption in the region has outpaced 

production and has pushed prices up by 33% this year.  A tonne of rebar now costs 

AED 4,500, up from around AED 3,294 in March 2008.  In 2007 the UAE 

imported 9mn tonnes of steel, an increase of 36% from 2006.   

 

The Government has tried a variety of methods to help curb price inflation of raw 

materials, including price caps and the removal of import tax, both with debatable 

success. 

 

Fluctuating Prices 

Rising material costs during the lifetime of a fixed sum contract have been causing 

significant losses for many contractors.  However, Arabtec is able to partially 

control raw material cost inflation due to its size, supplier relationships and vertical 

integration strategy.  Arabtec wholly owns a ready mix concrete company and in 

2008 acquired 55% of Gulf Steel.  Arabtec also secures prices at the beginning of a 

contract with external and in-house suppliers in order to hedge against any 

fluctuating prices.  We believe that raw material inflation should have a marginal 
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impact on Arabtec with the majority of the increase being passed onto the 

developer. 

 

 

III. Construction Delays 

Rising material costs and an alarming shortage in labour is partly responsible for 

project delays and cancellations in the UAE.  There are currently over 160 projects 

facing delays and we would expect this number to fall as industry bottlenecks are 

addressed.  However, it is important to note that whilst the number of projects 

planned or underway in the GCC has reached the $2 trillion landmark, only 24.7% 

of them are actually under construction.   

 

If delays are present in the market now, when the work on the remaining 75% 

projects gets started, the situation may become worse and there may be further 

delays. 

 

 

IV. Liquidity Dries Up 

Purchasing off plan is common practice in the region.  High liquidity and negative 

interest rates in real terms has lowered borrowing costs and increased off plan real 

estate investment.  However, escalating construction costs have meant that planned 

developments that were sold two or three years ago are no longer profitable to 

develop.   At the time of writing, a small number of planned developments had 

been cancelled.  

 

We believe that cancellations are a significant risk to the industry going forward, 

having a detrimental effect on investor confidence and liquidity in the market. 
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Company Overview 
 

Arabtec Holding (ARTC) PJSC, was incorporated in November 2004 as a special 

purpose vehicle to acquire Arabtec Construction, a leading contractor that had 

been operating in the UAE since 1975.  In 2005, Arabtec listed 55% of its shares 

on the DFM, and to date is the only publically listed contractor in the UAE.   

Arabtec is one of the largest construction firms in the Middle East and is open to 

both GCC and foreign investors. However, in line with the regulations of the 

DFM, non UAE nationals are only allowed to own up to 49% of the outstanding 

shares. 

 

Shareholder Structure 

Mr Riad Kamal, Arabtec’s founder and current CEO is the largest single 

shareholder of the company owning 10% of the shares.  A further 8% is held by 

Shuaa Capital. 

 

 

  Arabtec Shareholders Structure 

 

 
    Source: DFM 

 

  

 Company Activities 

Arabtec’s services include the construction of high rise developments, residential 

complexes, office blocks, commercial and industrial projects, major infrastructural 

developments and offshore oil & gas installations.  Arabtec is currently carrying out 

70 projects in Dubai, Abu Dhabi, Qatar, Pakistan, Syria and Jordan and is expecting 

new project awards over the next few months in Saudi Arabia. 

Company Structure 

Arabtec has a workforce of more than 52,000 employees and is currently in nine 

joint ventures with major local and international construction companies to execute 

projects within the UAE and abroad.  Arabtec has established several joint ventures 

with major foreign contractors in Syria, Jordan, Qatar and Pakistan.  
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 Arabtec Subsidiaries and International Joint Ventures 

 

 
 

UAE Subsidiaries                     Int’l Subsidiaries & Joint Ventures 

 

Source: Arabtec 

 

Geographic Expansion 

Qatar 

In 2006 Arabtec established two companies in Qatar with Nasser Bin Khaled and 

Sons Group with 49% ownership of each.  Arabtec Construction Qatar was 

formed in 2006 and is a contracting business focussed on residential and 

commercial type projects.  Nasser Bin Khaled Factory Ready Mix is a ready mix 

concrete plant that supplies Arabtec Construction as well as third parties.  In 

December 2006, Arabtec Qatar was awarded the contract for the construction of 

the AED 6bn Al Waab City Development, near Doha.  Construction began at the 

end of July 2007. 

Pakistan 

In March 2007, Arabtec set up a 60% owned joint venture with AMN Mauritius a 

sister company of Abraaj Capital, to execute a number of contracts in Pakistan. The 

partnership was awarded a AED 500mn contract to construct the Karachi Financial 

Towers. The partnership will also set up a ready mix plant and is currently bidding 

for several other large projects.  

Syria 

In January 2008, Arabtec announced that its joint venture Arabian Construction 

won AED 152mn contract from Emaar to carry out construction work on the 

Eighth Gate Development project in Damascus. The work will involve the 

construction of four buildings and is expected to be complete over a period of 20 

months.  

Jordan 

In Jordan, Arabtec entered into a joint venture with Engineering Enterprises 

Company on an equal basis.  The joint venture has won a total of three projects 

worth AED 278.9mn, The Heights, The Lofts Courtyard 1 & 2 buildings and The 

Business Heights at Abdali Development Project in Amman. 
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Russia 

One of Arabtec’s most recent contract wins and arguably it’s most significant was 

awarded to Arabtec Construction in April 2008.  Arabtec is in the process of 

incorporating a construction company in Russia for the implementation of the 

AED 10bn Okhta Centre Development in St Petersburg.  It is the largest contract 

ever won by Arabtec and is its first outside of the Middle East.  Construction of the 

four hundred meter tower and five mixed-use buildings is expected to start July 

2008 and should take three years to complete.  Profits are expected to be realised in 

the first quarter of 2009. 

 

UAE Subsidiaries and Joint Ventures - Contracting 

• In November 2007, Arabtec acquired 60% of Target Engineering 

Construction Company, an Abu Dhabi-based contractor that specialises in 

civil, electrical and marine contracting.  The acquisition has give Arabtec a 

foothold in the Abu Dhabi market as well as a 4,000 strong workforce.  

Since the acquisition, Target has secured three projects in Abu Dhabi 

worth AED 792mn. 

 

• In 2007, Arabtec acquired 55% of Emirates Falcon Electromechanical 

Company which operates in electromechanical, air conditioning, building 

and contracting services. In May this year, the company signed an AED 

125mn agreement with Ducab for supplying electric cables for all its 

projects in the UAE.   

 

• Arabtec Engineering Services specializes in major infrastructure works, 

specifically sewerage, storm water and irrigation for both the Dubai 

Government and private clients. 

 

• Arabtec WCT was created as a result of a joint venture between Arabtec 

Construction and the Malaysian builder WCT Engineering.  In 2007, the 

company was awarded AED 4.7bn contract to build Meydan Racecourse.  

Construction of the project commenced in 2007 and is anticipated to be 

completed in 2009. 

 

• Arabtec formed a joint venture with Greek Construction Company, 

AKTOR to carry out the expansion of the Abu Dhabi National 

Exhibition Company.  Arabtec’s share of the contract is AED 686mn. 

 

• Arabtec and German company, Max Bogl formed a joint venture in April 

2007 and signed two contracts with Dubai Sports City to build 2 stadia 

and another contract with Jebal Ali Airport.  The contracts totaled AED 

1.35bn, with Arabtec’s share worth AED 670.6mn. 

 

• An Arabtec – Samsung – Besix joint venture was formed in 2005 to 

construct the tallest tower in the world, the Burj Dubai.  The project is 

scheduled for completion in September 2009.  Arabtec’s share of the 

contract is valued at AED 1.1bn. 



 Arabtec Holding |14th July 2008 

 
 
 

16 

UAE Subsidiaries and Joint Ventures - Manufacturing 

• Austrian Arabian Ready Mix Concrete (100%) is located in Dubai.  The 

company manufactures and transports ready mix concrete. 

 

• House of Equipments (33.3%) specialises in management, trading and 

rental of construction equipment.  House of Equipment has an AED 

20mn contract to provide cranes for Meydan race course. 

 

• Arabtec Precast (100%) is located in the UAE and is involved in the 

construction of precast panels. 

 

• Gulf Steel Industries (55%) was acquired by Arabtec in Jan 2008.  Gulf 

Steel specializes in steel structure fabrication and erection. 

 

Backlog  

Arabtec’s order backlog is valued at AED 36bn of which the UAE market 

comprises of two thirds with a total project value of AED 24bn. The St Petersburg 

contract is the largest contract ever awarded to Arabtec, valued at AED 10bn and 

amounting to an impressive 27.8% of Arabtec’s current backlog.  Qatar, Pakistan, 

Jordan and Syria projects have reached a total of AED 2bn, accounting for 5.5%. 

Geographic Split of Current Backlog 

 

Source:  Arabtec 

90% of the UAE backlog is based in Dubai with the remaining 10% in Abu Dhabi.  

Arabtec is currently negotiating contracts valued at AED 5bn.  This includes AED 

3bn worth of projects in the UAE and a further AED 2bn outside of the UAE. 
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Projects Awarded in 2007 and 2008

 

Source: Arabtec, Al Mal Capital Research, Various Industry Sources 

 Project’s Awarded in 2007           Project’s Awarded in 2008 

   

 

 

 

 

 

 

Source: Arabtec, Al Mal Capital Research, Various Industry Sources 

Project Value (AED) Country  Award Date

1500 homes in Al Furjan 3 billion Dubai-UAE Jun-08

Business Heights 51.9 million Jordan May-08

Saadiyat Beach Residences Community 2 billion Dubai-UAE May-08

Police Complex at Das Island 95 million Abu Dhabi-UAE Apr-08

Okhata Center 10 billion Russia Apr-08

Mohammed Bin Rashid Housing Program 3 billion Dubai-UAE Apr-08

Commercial Center -Al Khalidiya 596 million Abu Dhabi-UAE Mar-08

Quality Control Laboratory Building 95 million Abu Dhabi-UAE Mar-08

Sanctuary Falls Villa 409 million Dubai-UAE Mar-08

Villas at the Polo and Equestrian Club 520 million Dubai-UAE Mar-08

Hotel for AbuDhabi Expo 360 million Abu Dhabi-UAE Feb-08

Two Buildings at Al Abdali Dev Project 227 million Jordan Feb-08

Eighth Gate Development 76 million Damsacus-Syria Jan-08

Dubai Municipality Al Nahda 1 & Al Mamzar 54.5 million Dubai-UAE Jan-08

Meydan Horse Racing Course 4.7 billion Dubai-UAE Sep-07

Tiara Residence 125 million Dubai-UAE Aug-07

Two Residential Towers 518 million Dubai-UAE Aug-07

Conrad Hotel - Sheikh Zayed Road 1.08 billion Dubai-UAE Jul-07

National Exhibition Center 778 million Abu Dhabi- UAE Jun-07

Ocean Heights Tower I 645 million Dubai-UAE Jun-07

Palazzo Versace Hotel 1 billion Dubai-UAE May-07

Waab City 6 billion Qatar May-07

Dubai Sports City 830 million Dubai-UAE Apr-07

Karachi Financial Towers 500 million Pakistan Mar-07

Al Maktoum Intl Airport-Passenger Terminal 100 million Dubai-UAE Feb-07

Al Maktoum Intl Airport-Cargo Terminal 278 million Dubai-UAE Feb-07

Al Maktoum Intl Airport-ATC Tower 143 million Dubai-UAE Feb-07

Mall of Arabia 7 million Dubai-UAE Jan-07

Infinity Tower 700 million Dubai-UAE Dec-06
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Investment Positives 

Cost Advantage 

Whilst construction costs have risen, and there are shortages of both labour and 

materials,   average construction costs in the UAE are still low in comparison to 

other countries with similar GDP per capita.  The average cost of a high-quality 

high rise in Dubai is US$ 1,650 per m2, compared to US$ 4,000 per m2 in London, 

which has a similar GDP per capita to that of the UAE.  We attribute the 

comparatively low construction costs primarily to cheap labour sourced from Asia. 

 

International Building Cost Comparison  

 

Source:  Davis Langdon, Property & Construction Handbook, IMF 

 

Net Margins Remain High Despite Cost Inflation 

Arabtec’s net margin in 2007 was 12.5% and despite escalating costs Arabtec 

achieved net margins of 12.3% in 1Q 2008.  We believe that Arabtec has 

successfully managed their exposure in the last quarter and we anticipate a margin 

of between 10% and 12% between 2008 and 2011.  We feel that the Russian 

contract, which contributes 27.8% of the backlog, is potentially exposed to 

inflationary pressures that may dilute net margins. 

Vertical Integration 

 As part of Arabtec’s vertical integration strategy, Arabtec has acquired Austrian 

Arabian; a ready mix concrete company, Emirates Falcon Electro Mechanical; an 

MEP contractor, and a majority stake in Gulf Steel Industries.  These acquisitions 

have transformed cost centres into profit centres and have helped Arabtec secure 

resources that are currently under significant pressure in the region.  Arabtec does 

operate with fixed price contracts and therefore, having significant control of a 

supplier, mitigates the risk of adverse price fluctuations and provides greater 

visibility during the life of the contract.  
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Potential Acquisition 

Arabtec recently announced it is in final negotiations with a piling company based 

in Dubai.  We feel that the acquisition is in line with the company’s vertical 

integration strategy and would offer additional upside to our target price. 

Key Relationship with Emaar 

Arabtec has a solid reputation in the UAE and strong ties with leading developer 

Emaar.  Arabtec, in a consortium with Besix and Samsung Engineering, is currently 

working alongside Emaar to build the World’s tallest structure, The Burj Dubai.  In 

the past, the duo has joined forces to build residential properties in the The 

Arabian Ranches and the The Springs.  Approximately 11% of the current order 

backlog is in conjunction with Emaar. 

 

Moving forward, it looks as though Arabtec’s relationship with Emaar is set to 

continue.  Arabtec plans to penetrate Saudi Arabia before moving internationally to 

diversify its portfolio and capitalise on growth in other emerging markets. This 

expansion could be partly guided by Emaar Properties, which is moving outside of 

Dubai with $60bn in developments in 14 countries, including Syria, Pakistan and 

India. 

 

Although we do see Arabtec’s relationship with Emaar as significant, we do not 

believe that that Arabtec is overly reliant on the one developer.  Recent projects 

awarded to Arabtec have included Saadiyat Beach Residence with Tourism 

Development & Investment Company, and Abdali Development Project in Jordan 

with Damac Properties.  In fact, we see Arabtec’s relationship with Emaar as 

positive in terms of expansion and reliability. 

 

Geographic Expansion and Product Diversification 

Historically, Arabtec’s backlog has been predominantly in the UAE, with 100% of 

total awarded contracts being based in the UAE in 2006. Arabtec’s strategy has 

since been to expand its operations and not to depend on the success of just one 

market.  In 2007 and 2008 the percentage of awarded contracts in UAE made up 

just 63% and 49% respectively.  The overall backlog in the UAE is currently 67% 

of the total. 

  

 Location of Contracts Awarded in 2007          Location of Contracts Awarded in 2008 
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As of June 2008, the total UAE backlog is valued at AED 24bn with Dubai and 

Abu Dhabi accounting for 90% and 10% of the contracts awarded.  This is 

anticipated to shift to an 80% and 20% split over the next twelve months.   

 

In November 2007, Arabtec acquired a 60% stake of Target Engineering 

Construction Company, an Abu Dhabi-based contractor that also operates in 

Dubai, Sharjah and Qatar.  The company specialises in civil, electrical, marine and 

mechanical construction, an area in which Arabtec is not involved. The Target 

acquisition has also given Arabtec a 4,000 strong workforce and access to Abu 

Dhabi which is widely considered to be the next growth story after Dubai.   

 

Arabtec is tendering for mega projects in the booming MENA markets, including 

Saudi Arabia.  We see the penetration of the Saudi market as a huge growth 

potential for Arabtec.  According to Meed the number of projects in Saudi Arabia 

has grown by 38% from US$ 342bn to US$ 473bn in the last year. 

 

Joint Ventures  

Joint ventures have facilitated Arabtec’s penetration into new countries by 

providing knowledge of the market, local expertise and key relationships.   Arabtec 

is currently finalising a joint venture with a construction contractor in Saudi Arabia. 

Arabtec has already formed five joint ventures outside of the UAE to facilitate 

international expansion in Pakistan, Jordan, Qatar and Syria.   

Arabtec has a target to generate between 20% and 30% of its revenue from 

international contracts.  We anticipate that Arabtec should exceed this target and 

tender for an increasing number of overseas contracts in the coming years. 

 

Impressive Backlog 

  

Arabtec’s total backlog is worth AED 36bn.  In 2008 alone, Arabtec has won a 

total of AED 20.5bn in projects, including its biggest contract to date, the Okhata 

centre in St Petersburg valued at AED 10bn.    

 

Strong Balance Sheet to Support Future Growth 

 

Arabtec reported cash and cash equivalents of AED 904mn in 2007 and we project 

AED 1,121mn in 2008 and AED 1,264mn in 2009, excluding acquisitions.  We 

expect the growing cash balance to fund further acquisitions and expansion plans 

over the next five years. 
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Investment Negatives 
 

Foreign Ownership Restriction 

 

Arabtec’s shares trade on the Dubai Financial Market, which adheres to UAE 

regulations surrounding foreign ownership.  Non UAE nationals are allowed to 

own a maximum of 49% of the outstanding shares.  Current foreign ownership 

stands at 48.74% and historically Arabtec’s shares have traded very close to the 

49% ceiling.  We believe that the foreign ownership restriction has hindered the 

stock price movement in recent months.  However, at the beginning of 2008, 

ESCA announced that subject to shareholder approval, GCC nationals may be 

reclassified and allowed to own shares as a local investor.  Should Arabtec’s 

shareholders approve this regulatory change, we believe there would be significant 

upside. 

 

Real Estate Sector Cooling Down 

 

Real estate in the UAE has been a tremendously successful sector over the last 5 

years; however there has been a great deal of speculation surrounding its 

sustainability.  An estimated 83% of projects won in 2007 and 2008 are from the 

real estate sector.  We believe that much of the positive sentiment in the UAE is 

from the booming real estate market and should it slow down we feel it would have 

a negative impact on Arabtec both directly and indirectly.  However, we do not see 

the Real Estate sector cooling down in the medium term and we feel that the 

quality of clients such as Emaar and Nakheel gives us more confidence in Arabtec’s 

backlog numbers. 

 

International Expansion Could Prove More Difficult than Expected 

 

To date Arabtec has expanded internationally through Joint Ventures with 

established companies in their target markets.  Formation of JV’s facilitates 

Arabtec’s expansion plans by providing knowledge of the local market and a 

recognised brand.  However, even as part of a JV, international expansion is not 

without risk.  Arabtec has yet to complete a project overseas and only formed its 

first international JV in 2006 and therefore does not have a proven track record. 

One third of Arabtec’s backlog is outside of the UAE, however 83% of this is 

attributable to the recently awarded St Petersburg contract.   Teething problems 

with overseas projects, especially in Russia would negatively impact our projections 

and target price. 

 

Inflation and Labour Shortage 

 

The shortage of labour in the region is facing the whole of the construction 

industry in the GCC.  Rising labour costs can be absorbed or reflected in the 

contract price, but recruiting staff with the right skill set is a limiting factor.  The 

depreciating value of the dollar combined with a booming Indian economy is 

making it less attractive for workers to come the Middle East.  There is also an 

increasing amount of competition in the region and with only 25% of the planned 

projects underway we only see the situation getting worse.  We feel that the labour 

shortage is a capacity constraint for Arabtec that could hinder their ability to 

expand. 
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Project Delays 

 

Projects setbacks in the UAE have become a common place, there are currently 

more than 160 projects facing delays, including the infamous Burj Dubai.  Delays 

can arise for a multitude of reasons ranging from design changes to materials 

shortages.  A delayed project could tie in labour resources and machinery for longer 

than anticipated, which in turn could have a knock on effect with start dates of 

future contracts.  In our opinion any significant delays, especially in a large project, 

would negatively impact our projections and would lead us to re value our target 

price. 

 

Key Person 

 

Riad Kamal, the CEO and founding shareholder, has been instrumental in 

Arabtec’s success.  Riad Kamal incorporated Arabtec Construction in 1975 with 

startup capital of just US$545,000 and now, 33 years later, Arabtec has a market cap 

of AED 10.5bn and has attracted international recognition with projects such as 

the Burj Dubai. 

 

With 10% stock, Riad’s personal shares are worth more than AED 1bn.  At 65 

years old plans for Riad’s successor have been put in place, however, it is difficult 

to ignore that his retirement would potentially have a negative impact on the 

business. 
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Valuation 
 

We have used the “discounted cash flow to equity holders” method to obtain our 

target price.  We have also looked at comparable PE ratios to support our 

recommendation. 

 

DCF Analysis 

 

In our DCF analysis we have utilised a cost of equity discount rate based on the 

Qatar sovereign 30 year rate of 5.29% as our risk-free rate and an equity risk 

premium of 5.00%, adjusted for beta.  We use a terminal growth rate of 4.00%. 

 

We initiate coverage with a market “Outperform”, a target price of AED 26.7 with 

an upside of 51.2%. 

 

Sensitivity Analysis 

 

We show the sensitivities of our target price and upside to two variables, cost of 

equity and perpetual growth rate:  

 

 Sensitivity of Target Price and % Upside 

 

 
      

Source:  Al Mal Capital Research 
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Industry Multiples 

 

We compare Arabtec to global industry peers in Asia and the Middle East.  We 

have included six companies from India, two from China, four from South Korea 

and one from Thailand and one from Oman.  India and China have similar 

emerging economies to the UAE as well as having a booming construction market 

in which to provide reasonable comparisons.  The contractors in South Korea have 

contracts in the Middle East.  The contractor in Oman offers an ideal comparison 

to Arabtec as the country is also aiming to diversify its economy from oil and has 

similar fundamentals being a part of the GCC. 

             

 

   2008e P/E vs 2008 – 2010e Revenue CAGR 

 
 

       Source:  Factset, Reuters and Bloomberg 

 

 

According to our estimates Arabtec is trading at a 2008 P/E ratio of 12.7 which is 

lower than industry comparables with similar CAGR rates such as Samsung who 

has a consensus P/E of 14.6, Gammon with 15.5 and Larsen at 27.6. 
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Catalysts  
 

• Further acquisitions – We feel that the potential acquisition of the piling 

company would add synergies to the existing business and add value to 

shareholders.  Arabtec’s strategy of securing its supply chain in a market 

with material shortages and high inflation is a positive step and we feel 

this would offer additional upside to our target price.  An acquisition of a 

contractor would also benefit Arabtec by increasing its labour capacity 

and backlog as well as potentially gaining expertise in a new area of 

construction. 

 

• Further JV’s - We see the potential JV with a Saudi contractor as a share 

price catalyst.  The Saudi Arabian construction market is the second 

largest in the GCC after UAE and offers tremendous earnings potential 

for Arabtec.  Competition is small with only two or three big players that 

would compete with Arabtecc.  A Joint Venture in Saudi would, in our 

mind, be a big plus for Arabtec. 

 

• Success overseas – Arabtec currently has won six international overseas 

contracts, although none to date have been completed.  A proven track 

record and visible profit margins would solidify their international status 

and provide comfort for investors. 

 

• Reclassification of foreign ownership – We believe that the reclassification 

of nationals to include GCC nationals should provide significant head 

room for an increase in foreign ownership outside of the GCC. 

 

Financial Projections 
 

• We project top line growth of 75.0% in 2008, 30.0% in 2009 and 15.0% in 

2010 and 2011. 

 

• Gross margins will decrease from 19.4% in 2007 to 18.3% and 17.0% in 

2008 and 2009 respectively.  We believe margins will be squeezed as the 

price of raw materials and labour continue to constrain the construction 

industry. 

 

• We expect net margins to remain between 10.0% and 12.0%, reducing 

from 11.9% in 2008 to 10.3% in 2011. 

 

• Reported EPS is projected to increase from 0.90 in 2007 to 1.39 and 1.63 

in 2008 and 2009 respectively. 
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(AED Millions) 2006A 2007A 2008E 2009E 2010E 2011E

Income Statement

Revenues 2,809.64 4,272.84 7,477.47 9,720.71 11,178.82 12,855.64

COGS (2,384.93) (3,445.50) (6,112.83) (8,068.19) (9,278.42) (10,734.46)

Gross Profit 424.71 827.34 1,364.64 1,652.52 1,900.40 2,121.18

Gross Margin 15.12% 19.36% 18.25% 17.00% 17.00% 16.50%

SG&A (243.60) (381.20) (712.54) (917.78) (1,051.10) (1,204.46)

EBIT 181.11 446.14 652.10 734.74 849.30 916.72

Operating Margin 6.45% 10.44% 8.72% 7.56% 7.60% 7.13%

EBITDA 272.85 566.80 841.22 972.07 1,117.88 1,221.29

EBITDA Margin 9.71% 13.27% 11.25% 10.00% 10.00% 9.50%

Other Operating Income 26.19 97.54 149.55 194.41 223.58 257.11

Other Income 13.69 46.17 112.16 145.81 167.68 192.83

Change in Fair Value (0.96) (7.44) (12.11) (15.75) (18.11) (20.83)

Finance Charges (1.21) (3.64) (7.06) (7.12) (14.11) (14.28)

Pretax Income 218.82 578.77 894.64 1,052.11 1,208.33 1,331.56

Taxes 0.00 (1.25) (2.24) (2.92) (3.35) (3.86)

Minority Interest (1.92) (42.18) (62.47) (73.44) (84.35) (92.94)

Net Income 216.90 535.34 829.93 975.75 1,120.63 1,234.77

Shares Outstanding (mn) 598.00 598.00 598.00 598.00 598.00 598.00

Earnings Per Share 0.36 0.90 1.39 1.63 1.87 2.06

Cash Earnings 126.12 422.12 652.93 754.17 870.16 951.03

Cash Earnings Per Share 0.21 0.71 1.09 1.26 1.46 1.59

Balance Sheet

Cash & Equivalents 100.98 904.06 1,121.62 1,263.69 1,229.67 1,157.01

Other Financial Assets 27.99 93.57 149.55 194.41 223.58 257.11

Acct. Receivables 1,197.54 1,932.76 3,364.86 4,374.32 5,030.47 5,785.04

Due from Related Parties 24.98 126.38 149.55 194.41 223.58 257.11

Inventories 215.11 183.77 373.87 486.04 558.94 642.78

Other Current Assets 44.60 122.00 149.55 194.41 223.58 257.11

Total Current Assets 1,611.20 3,362.54 5,309.00 6,707.29 7,489.81 8,356.17

PP&E 415.95 749.54 1,345.94 1,749.73 2,012.19 2,314.02

Available for Sale Investments 13.71 19.02 33.65 43.74 50.30 57.85

Intangible Assets 89.83 280.61 486.04 631.85 726.62 835.62

Goodwill 88.89 232.93 230.00 228.00 226.00 224.00

Retensions Receivable 105.96 177.53 299.10 388.83 447.15 514.23

Other Non Current Assets 9.52 17.45 29.91 38.88 44.72 51.42

Total Long Term Assets 723.86 1,477.08 2,424.64 3,081.03 3,506.98 3,997.13

Total Assets 2,335.06 4,839.62 7,733.64 9,788.32 10,996.79 12,353.30

ST Debt 156.80 209.29 382.47 337.23 543.94 395.21

Accounts Payable 1,234.45 3,051.52 4,636.03 6,026.84 6,371.93 7,327.71

Total Current Liabilities 1,391.25 3,260.81 5,018.50 6,364.07 6,915.87 7,722.92

LT Debt 0.76 19.93 87.94 135.71 343.33 375.10

Other Liabilities 132.98 170.78 302.84 393.69 452.74 520.65

Total Long Term Liabilities 133.74 190.71 390.78 529.40 796.07 895.75

Total Liabilities 1,524.99 3,451.52 5,409.28 6,893.47 7,711.94 8,618.68

Shareholder's Equity 809.25 1,387.26 2,323.54 2,894.01 3,284.04 3,733.79

Cash Flow

EBIT 181.11 446.14 652.10 734.74 849.30 916.72

Depreciation 91.74 120.66 189.11 237.33 268.58 304.56

EBITDA 272.85 566.80 841.22 972.07 1,117.88 1,221.29

Change in Working Capital (266.10) 794.80 (120.95) 174.97 (445.21) 46.95

Other Income (Expense) 13.69 46.17 112.16 145.81 167.68 192.83

Capex (169.72) (594.71) (550.00) (700.00) (750.00) (800.00)

Net Financial Expense (1.21) (3.64) (7.06) (7.12) (14.11) (14.28)

Increase (Decrease) in Financing 157.56 71.66 241.19 2.53 414.33 (116.96)

Free Cash Flow to Equity Holders 7.07 881.08 516.56 588.27 490.57 529.83

Dividends 0.00 (78.00) (299.00) (446.20) (524.59) (602.49)

Change in Cash Position 7.07 803.08 217.56 142.07 (34.02) (72.66)
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Disclaimer: This report is not an offer to buy or sell nor a solicitation to buy or sell any of the securities mentioned within. The information and 

recommendations contained in this report were prepared using information available to the public and sources Al Mal Capital believes to be reliable. 

Al Mal Capital PSC does not guarantee the accuracy of the information contained within this report and accepts no responsibility or liability for losses 

or damages incurred as a result of investment decisions taken based on information provided or referred to in this report. Any analysis of historical 

facts and data is for information purposes only and past performance of any company or security is no guarantee or indication of future results. Al Mal 

Capital PSC, or its “related group companies” (which may include any of its branches, affiliates and subsidiaries) or any director(s) or employee(s) of 

the said companies, individually or collectively, may from time to time take positions or effect transactions related to companies mentioned in this 

report. Al Mal Capital PSC and its related group companies may have performed or seek to perform investment banking or any other financial or 

advisory services for the companies mentioned in this report. 

 

 

Al Mal Securities Group  

Managing Director 

Tamim Refai   +971 4 360 11 30 

Institutional Sales & Trading 

Jalal Faruki   +971 4 360 11 03 

Noel Glendon-Doyle  +971 4 360 11 08  

Khamis Shinnawi  +971 4 360 11 10  

Tareq Hamdan  +971 4 360 11 06 

Homam Maghalseh  +971 4 360 11 07 

Portfolio Advisory  

Mohamad Salim  +971 4 360 11 02 

All Desks Number  +971 4 360 11 00 

 

 

 

 

 

 

 

 

 

 

Al Mal Capital Research 

Managing Director 

Robert McKinnon  +971 4 360 11 17 

Equity Research Analysts 

Irfan Ellam   +971 4 360 11 53 

Bobby Sarkar   +971 4 360 11 68 

Deepak Tolani, CFA  +971 4 360 11 52 

Katherine Lynn, ACCA  +971 4 360 11 66 

Mala Pancholia   +971 4 360 11 54 

Prerna Sharma   +971 4 360 11 56  

Arun Ramachandra  +971 4 360 11 57  

 

 

 


