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Air Arabia has managed to retain a strong pace of growth in its operations, as its fleet •	
expanded from 11 aircraft at end of 2007 to 15 aircraft presently, while it established two 
secondary hubs in joint ventures with local partners. Despite this aggressive growth, the carrier 
remained one of the most profitable low cost carriers in terms of margins and has proven 
more flexible to increases in its cost structure compared to global peers. However, increasing 
competition from new entrants, as well as surging fuel prices, may have started to encroach 
upon the profitability margins of Air Arabia.

Higher fuel costs have a higher impact on Air Arabia’s cost structure and margins than that •	
for conventional airlines in the region, and fuel surcharges have meant that fare savings for 
consumers on LCCs have shrunk in relative terms. However, due to a high pure elasticity of 
demand on air travel, higher industry prices mean a higher load factor and RPK for Air Arabia. 
The fact that new entrants to the market in the Middle East seem to be scaling back on their 
growth due to adverse industry conditions will likely mean less competitive pressure on Air 
Arabia for the time being, and continued low penetration rate for LCCs in the region. 

We revise our estimates on Air Arabia, to reflect higher achieved and anticipated growth as •	
well as the impact of new industry developments on costs and margins. As a result, we raise 
our fair value estimate to AED 2.17 per share, and maintain our BUY recommendation, with an 
implied upside of 13.6% from the current levels of AED 1.91. While the anticipated upside has 
become limited, we believe that it is significant enough at this stage to warrant a maintenance 
of our Buy recommendation, given the above average growth prospects of the carrier and the 
Middle East aviation market in general, and limited other alternatives to access this theme. 
However, our estimates and outlook on the company remain sensitive to any large and 
sustained fluctuations in oil prices.
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Year
Net profit 
(AED' 000)

BV 
 (AED' 000)

EPS  
(AED' 000)

BVPS  
(AED' 000)

RoAE  
(%)

P/E  
(x)

P/BV  
(x)

Dec-10E 664,115 6,322,801 0.14 1.35 11%  13.42  1.41 

Dec-09E 561,834 5,771,263 0.12 1.24 10%  15.86  1.54 

Dec-08E 371,778 5,320,721 0.08 1.14 14%  23.98  1.68 

Dec-07 369,827 5,029,477 0.08 1.08 43%  24.10  1.77 

52-week range (AED) 1.06 - 2.21

Number of shares (000') 4,666,700

Free Float (%) 55%

Market cap (AED' 000) 8,913,397

Market cap (USD' 000) 2,426,735

Div. Yld. 2007 (%) 0.00%

Air Arabia stock performance vs. SC UAE Index
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Current Price:* AED 1.91 Country: United Arab Emirates

Fair Value Target AED 2.17 Sector: Airlines

Recommendation: BUY Exchange: Dubai Financial Market
* price as at 22 June 2008
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Growth story on track

Air Arabia has managed to retain a strong pace of growth in its operations, as its fleet 
expanded from 11 aircraft at end of 2007 to 15 aircraft presently, while it established 
two secondary hubs in joint ventures with local partners. One hub, in partnership with 
Yeti Airlines, is operational in Kathmandu, the capital of Nepal, catering to the Indian 
Subcontinent and Central and Southern Asia. The hub aims to capitalize on the growth 
prospects of the underserved Nepalese market, characterized by a population of 29 mn 
with a median age of 20 years.

The other hub, expected to be operational in 2009 in Morocco, aims to connect North 
Africa with Europe and other Middle East destinations. Plans remain to establish yet 
another hub somewhere in the Levant to link the hub in Sharjah with the Moroccan hub, 
and in the process complete the regional chain. 

Despite this aggressive growth, the carrier remained one of the most profitable low 
cost carriers in terms of margins; the company enjoys 34% EBITDAR margin, the highest 
amongst all its peers globally as at the end of 2007. The company has also proven more 
flexible to increases in its cost structure compared to global peers since its revenue per 
ASK and cost per ASK gap is amongst the widest. However, increasing competition from 
new entrants or non-LCCs operating as LCCs, as well as surging fuel prices, may have 
started to encroach upon the profitability margins of Air Arabia and erode its first mover 
advantage.

Source: Company, SHUAA Capital

Today, the airline is a well established operation and brand within the region, and has 
managed to expand to other neighbouring and complementary regions. It is also by 
far the largest and most profitable LCC in the Middle East. This inherent advantage 
given current challenging industry conditions might lead new entrants to re consider 
their strategy and probably discourage them from establishing a new LCC or, at least, 
reconsider the timing of any commercial launch.
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The surging fuel cost dilemma, and new industry 

realities:

The losses suffered by the aviation industry in the first half of this year due to increasing 
oil prices are expected to continue plaguing the industry throughout 2008, and onwards, 
if either high price levels are maintained or growth in passenger demand is stunted 
due to higher fuel surcharges. According to the Chairman of IATA, 24 airlines have gone 
bankrupt so far this year, and more are expected to announce bankruptcy should oil 
prices continue to surge. Such has been the impact of high fuel costs that the aviation 
industry which announced profits of USD 5.6 bn in 2007, the first time since 2000, has 
been pushed into the red the very next year, with total losses of USD 2.3 bn expected for 
the year.

Who will suffer more, low cost or conventional carriers?

Since, as a percentage of total cost, fuel cost for LCC is higher than that for conventional 
airlines, the effect of higher fuel cost will be higher for LCCs provided that all other costs 
and factors are constant. For example, fuel cost for Air Arabia is almost 40% of total cost 
compared to a figure of almost 30% for Emirates Airlines. This implies that the effect of a 
10% increase in fuel price will result in an increase of 4% and 3% in total cost for Air Arabia 
and Emirates Airlines respectively.

 Source: Company, Emirates Airlines, SHUAA Capital

The fall out also extends to cost saving gap between LCCs and conventional carriers. The 
effect of surging fuel prices on cost gap between Air Arabia and Emirates airlines in 2006 
and 2007 is shown in graphs below. In 2006, Air Arabia’s cost saving on fuel cost alone was 
AED 0.0232 per ASK (Available Seat Kilometer) while in 2007, as a result of increasing fuel 
prices, the cost saving decreased by 14% to reach only AED 0.02 per ASK. 

 Source: Company, Emirates Airlines, SHUAA Capital
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 Source: Company, Emirates Airlines, SHUAA Capital

Looking at the impact on gross profits and net profits, more volatile margins will 
be witnessed by LCCs. The effect on Air Arabia has been clear, as net profit margins 
(excluding interest) in Q1 08 dropped 830 bps YOY and 350 bps QoQ to reach 9%. The 
company’s net margin has been significantly enhanced in Q1 08 by the interest income 
earned on the excess cash on its books; we believe this will continue to be the case 
during 2008 and for some more years ahead. 

Increase fuel costs resultant effects

As a reaction to the surging fuel prices, the global aviation market has witnessed three 
trends: Firstly, 24 carriers have gone bankrupt globally; secondly, an increased emphasis 
on consolidation attempts, like the proposed merger of Delta and Northwest Airlines and, 
thirdly, cancellation of a number of orders for new planes by airlines. 

Trying to overcome or contain the crisis and its adverse impact on their profitability 
and margins, global airlines are left with few options. They can either increase fares by 
charging fuel surcharges or try to increase their load factor in an attempt to reduce the 
cost per passenger.

Most airlines worldwide have already started applying surcharges but have not been able 
to pass along the full increase in fuel cost onto passengers. This means that the effect of 
rising fuel prices will continue to affect profitability margins even as fares rise. Also, bear 
in mind that the fares are normally collected a few weeks in advance, and when looked at 
in the context of high fuel price volatility exhibited during the last six months, significant 
negative exposure may ensue. 

Since the airline industry faces one of the highest price elasticity of demand levels, the 
additional surcharge may negatively affect the total demand for travel and overall number 
of passengers. Additionally, with break even load factor which has been progressively 
increasing to exceed 65% in a scenario of decreasing average load factor globally, any 
attempt by airlines to push load factor up would not be easy. We believe that this adverse 
cycle will have a more severe effect on conventional carriers as additional surcharge 
on air fare will encourage travellers to shift to LCCs which offer lower ticket price than 
conventional airlines in spite of having increased fares themselves. 

Airlines globally are trying to increase their load factor to decrease their cost per 
passenger but are facing lack of options with fuel prices at current high levels. For 
instance, the increase in cost should be matched with increase in fare which, if brought 
into effect, will push down demand for travel even lower. 

The fear of lower demand and the need to be cautious about not diluting load factors 
by getting additional planes has led a number of airlines to actually cancel their orders 
for new planes. Depending on the nature of purchase agreement with the manufacturer, 
many airlines have consequently lost some of their deposits or advances made for 
purchases. We expect costs of this nature to reflect on some of the airline companies 
globally.

Cost gap UAE model as at year 2007
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We believe that the above factors may play out in the following fashion for Air Arabia: 
Higher fuel costs will have a higher impact on Air Arabia’s cost structure and margins 
than that for conventional airlines in the region, and fuel surcharges will mean that fare 
savings for consumers on LCCs will shrink in relative terms. However, due to a high pure 
elasticity of demand on air travel, more people will chose to travel on LCCs if they wish 
to retain their travel frequency, which translates to a higher load factor and RPK for Air 
Arabia, assuming no or low impact on overall travel demand and anticipated growth 
rates in the region. In addition to this, the adverse industry conditions will likely lead to 
higher availability of planes at lower costs, and with a lower lead time for deliveries due to 
cancelled orders. 

Finally, the fact that new entrants to the market in the Middle East seem to be scaling 
back on their growth will likely mean less competitive pressure on Air Arabia for the time 
being, and continued low penetration rate for LCCs in the region. We reflect the above 
impact in our revised estimates for Air Arabia, and emphasize sustained growth, relatively 
high profitability levels, but increased pressure on margins and a high sensitivity to volatile 
global oil prices. 

The current adverse 
industry conditions 

may actually work in 
favour of Air Arabia
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Financial analysis and forecasts

Operational data

Fuelled by the above average growth in the Middle East region and the expansionary 
vision of Air Arabia, the company fleet is expected to reach 49 aircraft by 2012 compared 
to 11 aircraft in 2007 and 15 today.

Of the current fleet of 15 aircraft, only three are owned. The company, as per the initial 
plan when they went public, has already placed orders for 34 additional aircraft to 
be delivered starting 2012. As per original schedule the delivery was to start in 2013, 
however, under current circumstances and poor market performance (in terms of players 
profitability) where some carriers are declaring bankruptcy while others are cancelling 
order, we think that the deliveries will actually be moved forward to 2012. There remains 
a possibility that Air Arabia would actually consider buying some aircraft from the 
secondary markets at favourable prices.

 Source: Company, SHUAA Capital

Passenger traffic on board Air Arabia is expected to reach 9.5 mn passengers by 2012 
implying a CAGR of 29% over 2007. This increase is accompanied by added fleet capacity, 
more destinations and increased frequencies. Revenues per passenger are expected to 
increase from AED 506 in Q1 08 to reach AED 525 in 2008 and AED 620 in 2012.

In Q1 08, revenues per passenger increased 10% compared to the average for the full year 
2007 on the back of increasing fuel costs. The increase in revenue per passenger was less 
than increase in the fuel prices as airlines were discouraged to reflect fully the increase in 
fuel prices, due to implied impact on demand. 

We have assumed further increases in revenue per passenger in Q2 08 and an increase 
of 4% in fuel surcharges. However, going forward the additional revenue per passenger 
is expected to be minimal as we are not assuming any further increases in fuel prices. 
The future direction of oil prices is a highly contentious issue that we will not attempt to 
forecast, given contradictory expectations of further rises, or a current peak. We however 
emphasize that any significant changes in the price of oil going forward will result in 
variations to our cost, revenue and margin estimates. 
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 Source: Company, SHUAA Capital

ASK & RPK

ASK is expected to increase to 23 bn in 2012 from a level to 5.8 bn in 2007, recording a 
CAGR of 32% fuelled by the improved turnover rate for each aircraft and the larger fleet of 
A320. Inline with the increase in ASK, RPK is expected to reach 18.9 bn in 2012 compared 
with 5 bn in 2007 yielding a CAGR growth of 30% over 5 years.

With deliveries of ordered aircraft and as Air Arabia leases additional aircraft, we think 
that, on average, load factor will ease in parallel. We project gradual drop in load factors 
reaching early 80’s by 2012. Also, our assumption that Morocco and an additional hub in 
Levant would be operational during 2010 has contributed to the increase in ASK and RPK. 
However, the contribution and net effect of the load factors has been negative especially 
in the early years of operation.

 Source: Company, SHUAA Capital

Revenues

The expansion strategy of Air Arabia in a growing and under-penetrated market such 
as the Middle East yielded upward trending revenues expected to climb to AED 5.9 bn 
in 2012 from AED 1.2 bn in 2007- a growth of 36% on an annual basis. This increase was 
also shown in the quarterly performance in Q1 08, as the company reported revenue of 
AED 0.38 bn compared with AED 0.25 bn in Q1 07, equivalent to YoY change of 56%. We 
expect that Air Arabia will benefit from the expanding fleet of aircraft and foray into new 
markets to widen its revenue base.
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 Source: Company, SHUAA Capital

Cost breakdown

Air Arabia is not expected to incur major costs savings throughout the forecast period; the 
assumption driven primarily by surging oil prices and their unpredictability.

The contribution of fuel costs to total cost increased from 43% in 2007 to 44% in Q1 08, 
and is expected to account for half of the total costs of sales by 2012. The company will 
be exposed to any fluctuation in fuel prices as they are not hedged as of date. Should fuel 
prices decrease, which is a possibility, margins would be positively affected. Total costs are 
expected to reach AED 4.8 bn in 2012 implying an annual CAGR of 40% over AED 0.9 bn in 
2007.

 Source: Company, SHUAA Capital
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Profitability and margins

EBITDAR, a more relevant measure for aviation industry, is expected to reach AED 1.7 bn in 
2012 compared with AED 0.42 bn in 2007 (AED 0.086 bn in Q1 08). At the same time, EBIT 
will appreciate at a slower rate to AED 0.9 bn in 2012 implying an annual growth rate of 
28% over AED 0.27 bn in 2007 (AED 0.03 bn in Q1 08).

The higher increase in costs of sales compared with that of revenues negatively reflected 
on margins; EBITDAR margins in Q1 08 fell 1,100 bps to reach 22.6% compared to 33.6% 
in 2007. Similarly EBIT margins are expected to drop in the coming years from 21.9% in 
2007. The EBIT margins plunged to 8.3% in Q1 08 and should recover to an average level 
of 15.9% by 2012.

 Source: Company, SHUAA Capital

 Source: Company, SHUAA Capital

Net profits are expected to increase by a CAGR of 23% to reach AED 1.0 bn in 2012, from 
AED 0.37 bn in 2007 (AED 0.078 bn in Q1 08). However, net profit margin is expected to 
decrease by 300 bps to reach 19% in 2008 from 30% in 2007 (Q1 08 net margin of 20%). 

 Source: Company, SHUAA Capital
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Cash and Loans

Air Arabia launched an IPO in 2007 to raise cash and finance the acquisition of 34 aircraft. 
Air Arabia raised more cash than it actually needs for the immediate future. Consequently, 
the company ended up with a large cash balance of AED 3 bn in 2007 and AED 2.2 bn Q1 
08, accounting for 56% and 40% respectively of total assets. 

As we are assuming that the purchases of aircraft will be made on debt and equity 
basis, the payments on equity basis will be only 30% although the company will incur 
significant CAPEX for acquisitions. Cash is expected to increase further to reach AED 3.7 bn 
as its contribution to total assets declines to 35% in 2012. 

Inline with industry, and as per our assumption of 70% of the CAPEX to be incurred on 
debt basis, the company is expected to have a loan balance of AED 1.26 bn in 2012 
compared to no debt as of date.

 Source: Company, SHUAA Capital
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Valuation

We revise our estimates on Air Arabia, to reflect higher achieved and anticipated 
growth as well as the impact of new industry developments on costs and margins. As 
a result, we raise our fair value estimate to AED 2.17 per share, and maintain our BUY 
recommendation, with an implied upside of 13.6% from the current levels of AED 1.91. 
While the anticipated upside has become limited, we believe that it is significant enough 
at this stage to warrant a maintenance of our Buy recommendation, given the above 
average growth prospects of the carrier and the Middle East aviation market, and limited 
other alternatives to access this theme. 

Our estimates and outlook on the company remain sensitive to large fluctuations in oil 
prices, and may result in a more significant upside if oil prices revert to lower averages in 
the coming years. Naturally, if oil continues to record new highs, our positive outlook on 
the company is challenged. 

Our fair value estimate was based on a weighted average of two valuation techniques: 
Discounted Cash Flow (DCF) with a 70% weighting and relative valuation with a 30% 
weighting.

 Fair Value Estimate Weight Weighted Estimate

Global Peer Valuation – based on 2009 multiples 1.61 30% 0.48 

DCF  2.41 70% 1.69 

Fair Value Estimate   2.17 

Our estimates extend to a period of 10-year and, therefore, assume a terminal growth of 
1%. The weighted average cost of capital (WACC) used is 10.2%, fully based on the cost 
of equity assuming a 5% risk premium. On average, the aviation industry beta is higher 
than 100%, reaching 110%, due to the seasonal nature of the industry. The DCF yielded an 
equity value of AED 11.2 bn equivalent to per share value of AED 2.41. 

WACC

Te
rm
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al

 g
ro

w
th

9.20% 9.70% 10.20% 10.70% 11.20%

0.00% 2.58 2.41 2.26 2.13 2.01 

0.50% 2.67 2.49 2.33 2.19 2.06 

1.00% 2.78 2.58 2.41 2.26 2.12 

1.50% 2.89 2.68 2.49 2.33 2.18 

2.00% 3.03 2.79 2.59 2.41 2.25 

Our peer valuation was based on forward P/E 09 multiple. Since, we assume that the fuel 
prices going forward will be higher than that of 2008 on average, and that fuel prices 
will be maintained at the same levels as of 2009, we believe forward multiple is a more 
representative multiple than a trailing multiple, which doesn’t account for the increasing 
fuel cost, or a forward 2008 multiple which is slightly distorted by the sharp (high slope) 
increase in fuel prices – an effect which was partially offset by the lagged fuel surcharges.

The peer valuation yielded a fair value per share of AED 1.61 implying a forward P/E 09 
multiple of 13.3 times which is 3.9% higher than the industry average forward P/E 09 of 
12.8. We have adjusted the industry forward P/E 09 by accounting for the effect of the 
high excess cash balance on Air Arabia’s books.
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NAME AIRASIA BHD EASYJET PLC GOL LINHAS 
AEREAS 

INTEL

NORWEGIAN 
AIR SHUTTLE 

AS

RYANAIR 
HOLDINGS 

PLC

SOUTHWEST 
AIRLINES CO

VIRGIN BLUE 
HOLDINGS 

LTD

WESTJET 
AIRLINES LTD

Country MAlAYsiA BritAin BrAZil norWAY irElAnD UnitED stAtEs AUstrAliA cAnADA

Equity Beta  0.97  1.13  1.64  0.81  0.94  0.82  0.98  0.81 

Price at Year End  1.60  613.50  24.82  169.00  4.63  12.20  2.10  22.51 

Last Price  0.89  301.25  13.12  68.00  3.18  14.10  0.58  14.76 

YTD -45% -51% -47% -60% -31% 16% -72% -34%

Current market 
capital 2,101,036,000 1,269,097,000 2,654,184,000 1,418,856,000 4,723,774,000 10,317,790,000 609,749,000 1,938,893,000 

Market Cap  
(USD mn) 645  2,484  2,654 274  7,323  10,318 576  1,903 

Load Factor 79.59% 81.43% 68.38% 80.27% 78.00% 72.58% 81.15% 80.70%

Fleet Size 42 146 77 37 164 530 59 74 

Revenue  1,603  1,797  4,723  4,226  2,714  9,861  2,161  2,127 

Gross Profit 443 768 320  3,930  1,194  2,506  1,025 872 

Gross Margin 27.61% 42.73% 6.77% 92.99% 44.01% 25.41% 47.44% 40.97%

EBITDAR 348 298  nA  nA 786  1,502 620  nA 

EBITDA 406 205 42 208 615  1,346 423 462 

EBITDA Margin 25.35% 11.42% 0.88% 4.92% 22.67% 13.65% 19.57% 21.73%

Net Income 498 152 269 85 391 645 216 193 

Net Profit Margin 31.06% 8.47% 5.69% 2.00% 14.40% 6.54% 9.98% 9.07%

P/E 12 months 
Trailing  4.17  10.27  16.28  16.24  12.30  22.03  2.82  9.46 

EV/EBITDAR  16.42  3.98  nA  nA  6.25  6.20  1.77  nA 

P/E Forward 
2008e  6.56  11.12  16.20  25.11  23.73  49.47  4.60  10.16 

P/E Forward 
2009e  6.56  14.99  9.76  7.68  15.74  31.40  7.25  9.04 
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Financials

Consolidated Income Statement (AED ‘000)

Year to December 2006 A 2007 A 2008 E 2009 E 2010 E 2011 E 2012 E

Aircraft (leased + owned) 8  11  17  22  29  36 49 

Revenues  747,032 1,245,820 2,123,443 2,896,938 3,576,965 4,460,058 5,896,362 

lease rentals (104,263) (145,124) (235,326) (323,766) (436,730) (573,639)  (666,487)

Fuel cost (236,468) (388,064) (896,955) (1,203,699) (1,472,127) (1,814,789) (2,398,289)

Maintenance expenses (75,389) (109,304) (155,471) (201,890) (245,830) (301,057)  (402,894)

ground & technical handling charges (46,038) (62,843) (110,512) (133,457) (159,536) (188,161)  (241,285)

landing and overflying charges (35,864) (49,904) (95,338) (115,131) (137,630) (162,324)  (208,154)

insurance (9,878) (8,451) (10,917) (14,087) (17,236) (21,582)  (28,884)

other operating costs (11,346) (32,603) (46,913) (61,092) (75,176) (93,484)  (127,250)

staff costs (76,860) (103,198) (235,041) (306,084) (380,293) (475,545)  (647,580)

Depreciation of property and equipment  -  - (28,963) (43,735) (49,598) (55,318)  (118,977)

Gross Income  150,926  346,329  308,008  493,996  602,810  774,160 1,056,561 

selling and marketing expenses (24,648) (31,752) (33,693) (33,689) (34,700) (35,741) (36,813)

general and administrative expenses (32,021) (41,489) (44,271) (49,398) (55,942) (65,708) (87,081)

Profit / Loss from operations (EBIT)  94,257  273,088  230,045  410,909  512,168  672,711  932,667 

Finance costs  - (9,289)  -  -  -  -  (49,588)

interest on bank deposits  4,713  9,055  4,247  5,794  7,154  8,920 11,793 

ipo funds  -  94,675  133,080  144,472  165,618  196,845 225,346 

other income  -  - 515  -  -  -  - 

other income - subsidiaries  (75)  -  -  (248)  2,232  4,617 6,417 

investment income  2,250  2,298  2,252  2,250  2,250  2,250 2,250 

Net profit for year  101,145  369,827  370,138  563,177  689,423  885,342 1,128,885 

profit Attributed to Minority interest  -  - (1,640) 1,343  25,308  58,483  100,324 

Profit Attributed to shareholder  101,145  369,827  371,778  561,834  664,115  826,859 1,028,560 



June 23rd, 2008   15

Air Arabia

Consolidated Balance Sheet (AED ‘000)

 Year to December 2006 A 2007 A 2008 E 2009 E 2010 E 2011 E 2012 E

Bank balances and cash 182,156  2,969,906  2,217,993  2,407,867  2,760,307  3,280,743 3,755,764 

trade and other receivables 74,367 134,010 226,888 309,536 382,196 476,554 630,022 

Due from a related party  393 1,710 2,016 2,750 3,396 4,234 5,597 

inventories  -  748 5,970 7,884 9,774 12,133 15,776 

Total Current Assets 256,916 3,106,374 2,452,867 2,728,037 3,155,673 3,773,664  4,407,160 

investments available for sale 13,855 581,215  1,124,145  1,124,145  1,124,145  1,124,145 1,124,145 

Deferred charges 17,128 6,458 62,527 82,572 102,359 127,070 165,229 

Aircraft lease deposits 26,020 37,669 54,493 76,545 105,741 138,713 162,319 

investment property 13,313 12,563 11,934 11,338 10,771 10,232 9,721 

property under construction  -  - 160,181 384,581 623,087 871,989 749,455 

Advance for new aircraft  - 160,181  -  -  -  - - 

property and equipment 40,300 112,240 670,708 764,344 779,858 786,099 2,719,165 

goodwill  -  1,320,860  1,320,860  1,320,860  1,320,860  1,320,860 1,320,860 

Total Non Current Assets 110,616 2,231,186 3,404,849 3,764,385 4,066,822 4,379,109  6,250,893 

Total Assets 367,531 5,337,559 5,857,715 6,492,422 7,222,495 8,152,773 10,658,053 

trade and other payable 115,235 182,029 293,667 387,815 480,749 596,808 776,026 

Deferred income 65,449 104,303 193,093 263,430 325,267 405,570 536,179 

Due to related parties 3,133 11,762 17,022 22,479 27,866 34,593 44,981 

current portion of lt debt  -  -  -  -  -  - 90,547 

Total Current Liabilities 183,817 298,094 503,781 673,724 833,882 1,036,971  1,447,733 

Due to related parties 5,250 2,250 20,365 26,894 33,338 41,386 53,815 

provisions for employees end of service indemnity 4,501 7,738 8,385 10,352 12,422 14,493 16,750 

long term loan  -  -  -  -  -  - 1,166,500 

Total Non Current Liabilities 9,751 9,988 28,750 37,246 45,761 55,879  1,237,064 

Total Liabilities 193,568 308,082 532,531 710,969 879,643 1,092,850  2,684,797 

Minority interest  -  - 4,463 10,191 20,051 28,848 39,074 

share capital 50,000  4,666,700  4,666,700  4,666,700  4,666,700  4,666,700 4,666,700 

statutory reserves 13,336 27,666 64,679 120,997 189,939 278,474 391,362 

cumulative changes in fair value of investment AFs 4,400 4,867  -  -  -  - - 

Accumulated profits 106,228 330,245 589,341 983,565  1,466,161  2,085,901 2,876,120 

Total Shareholders’ equity 173,964 5,029,477 5,320,721 5,771,263 6,322,801 7,031,075  7,934,183 

Total Liability and Shareholders' equity 367,531 5,337,559 5,857,715 6,492,422 7,222,495 8,152,773 10,658,053 
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Key Ratios

Year to December 2006 A 2007 A 2008 E 2009 E 2010 E 2011 E 2012 E

Growth  

revenues 81.7% 66.8% 70.4% 36.4% 23.5% 24.7% 32.2%

EBitDAr 186.5% 110.7% 18.2% 57.4% 28.6% 30.5% 32.0%

net profit 223.1% 265.6% 0.5% 51.1% 18.2% 24.5% 24.4%

total assets 88.8% 1352.3% 9.7% 10.8% 11.2% 12.9% 30.7%

shareholders' equity 110.9% 2791.1% 5.8% 8.5% 9.6% 11.2% 12.8%

AsK 46.9% 23.4% 54.1% 30.2% 22.3% 23.3% 32.2%

rpK 48.7% 32.7% 56.5% 29.6% 18.4% 20.3% 31.1%

number of passenger 51.8% 53.2% 49.9% 28.4% 16.9% 19.4% 31.0%

Yield 22.2% 25.7% 8.9% 5.2% 4.3% 3.7% 0.8%

load factor 1.3% 7.5% 1.6% -0.5% -3.2% -2.4% -0.8%

Margins

EBitDAr Margin 26.6% 33.6% 23.3% 26.9% 28.0% 29.3% 29.2%

EBitDA margins 12.6% 21.9% 12.2% 15.7% 15.8% 16.4% 17.9%

net profit margins 13.5% 29.7% 17.5% 19.4% 18.6% 18.5% 17.4%

Earnings / Returns

roAE 236.65% 42.64% 14.35% 10.15% 11.40% 13.26% 15.09%

roAA 107.94% 38.89% 13.27% 9.12% 10.05% 11.52% 12.00%

Long term solvency

total assets to equity 2.11 1.06 1.10 1.12 1.14 1.16 1.34

total liabilities to total assets 0.53 0.06 0.09 0.11 0.12 0.13 0.25

Debt to Assets 0.00 0.00 0.00 0.00 0.00 0.00 0.11

Debt to Equity 0.00 0.00 0.00 0.00 0.00 0.00 0.15

total liability to Equity 1.11 0.06 0.10 0.12 0.14 0.16 0.34

Efficiency

AsK '000 4,700,000 5,800,000 8,938,544 11,640,293 14,236,099 17,549,795 23,192,490

rpK '000 3,760,000 4,988,000 7,806,648 10,119,510 11,976,773 14,406,115 18,889,733

load Factor 80.0% 86.0% 87.3% 86.9% 84.1% 82.1% 81.4%

total asset turnover  2.03  0.23  0.36  0.45  0.50  0.55  0.55 

Fixed asset turnover  18.54  11.10  3.17  3.79  4.59  5.67  2.17 

current asset turnover  2.91  0.40  0.87  1.06  1.13  1.18  1.34 

long term asset turnover  6.75  0.56  0.62  0.77  0.88  1.02  0.94 

Valuation

no of shares in issue ('000) 4,666,700 4,666,700 4,666,700 4,666,700 4,666,700 4,666,700

Market cap (AED '000) 8,913,397 8,913,397 8,913,397 8,913,397 8,913,397 8,913,397

Market cap (UsD '000) 2,426,735 2,426,735 2,426,735 2,426,735 2,426,735 2,426,735

Eps (AED)  0.08  0.08  0.12  0.14  0.18  0.22 

p/E (x)  24.10  23.98 15.86 13.42  10.78  8.67 

Bvps (AED)  1.08  1.14  1.24  1.35  1.51  1.70 

p/Bv (x) 1.77  1.68  1.54 1.41 1.27  1.12 

Ev/EBitDA  7.01  35.68  20.11  15.71  11.52  8.86 

EBitDA per share (AED)  0.06  0.06  0.10  0.12  0.16  0.23 
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