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• Overall Solid Results: Following the preliminary release of revenue and profit numbers on October 21,
Arabtec released full quarterly results today which showed that the company continues to deliver strong
financial performance, with revenue of AED2,278 million for the quarter (up105.9% Y-o-Y and down 0.2%
Q-o-Q). Somewhat weak gross profits were offset by a much better than expected contribution from other
operating income coupled with SG&A, minority interest and taxes being in line, and meant that net profit
for the period reached AED255.3 million (up 50.3% Y-o-Y and down 6.6% Q-o-Q) beating our
expectations.  

• Robust Top Line Growth: Revenue of AED2,278 million for the quarter came in higher than our forecast
of AED1,992 million. However, costs also came in higher relative to our estimates, such that gross profit
of AED337.3 million (gross margin of 14.8%) for the quarter came in below our expectations. Strong labour
and materials (steel, cement) price increases YTD, which the company was not able to fully hedge have
likely impacted margins. However with the recent strong retreat in commodity prices, we believe this
impact should begin reversing in coming quarters. 

• Strong Operating Income: Other operating income (which mostly relates to manpower and other
charges to joint ventures and service-fee based income that tend to be high margin) came in higher than
expected at AED84.4 million, vs our expectation of AED29.9 million, and with SG&A costs being in line,
meant that operating income for the quarter exceeded expectations at AED299 million and mitigated
some of the disappointment at the gross profit level. 

• Revisiting Forecasts and Valuation: Given the better than expected top-line growth, some variance in
terms of cost and other income contributions relative to our expectations, we believe our FY2008e
expectations of EPS of AED1.59 per share may have some upside at this stage, given 9M2008 EPS of
AED1.27. We will soon be revisiting our forecasts and valuation to incorporate these recent financial
trends, recent contract wins, our expectations in terms of backlog growth and to re-asses the overall
outlook for the construction sector in keeping with current market conditions.

• Re-Iterate ST/LT Buy Recommendation: With a top-tier, financially sound client base and strong
visibility in terms of backlog, Arabtec, we believe, offers excellent exposure to the infrastructure sector.
Moreover, with short-term multiples looking reasonable and the current share price offering strong upside
over our estimated LT Fair Value of AED19.38 per share, we have a ST/LT Buy rating on its stock. We
expect further positive newsflow before year-end in the form of new contracts, and expect a very strong
set of FY2008 results. Finally, with the expected further diversification of its order book, both operationally
and geographically, we believe the company is well poised to enter a new phase of growth. 

Sana Kapadia
+971 4 363 4007
skapadia@efg-hermes.com
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ST Rec. : Buy
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Current Price*: AED 6.00
LT Fair Value  : AED 19.38
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Table 1: Summary of 9M2008 Results

Source: Arabtec, EFG-Hermes estimates
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disclosures
I, Sana Kapadia, hereby certify that the views expressed in this document accurately reflect my personal views about the securities and companies that are the
subject of this report. I also certify that neither me nor my spouse or dependants (if relevant) hold a beneficial interest in the securities that are traded in the UAE
stock exchanges. 

EFG-Hermes Holding owns 3000 shares in Arabtec, the security that is the subject of this report, as at 02 November 2008. Funds managed by EFG-Hermes Holding
and its subsidiaries for third parties may own the securities that are the subject of this report. EFG-Hermes may own shares in one or more of the aforementioned
funds or in funds managed by third parties. The authors of this report may own shares in funds open to the public that invest in the securities mentioned in this
report as part of a diversified portfolio over which they have no discretion.

The Investment Banking division of EFG-Hermes may be in the process of soliciting or executing fee earning mandates for companies that are either the subject of
this report or are mentioned in this report.

disclaimer
Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate on a fundamental analysis of the
company's future prospects, after having taken perceived risk into consideration. We have conducted extensive research to arrive at our investment
recommendations and fair value estimates for the company or companies mentioned in this report. Although the information in this report has been obtained from
sources that EFG-Hermes believes to be reliable, we do not guarantee its accuracy, and such information may be condensed or incomplete. Readers should
understand that financial projections, fair value estimates and statements regarding future prospects may not be realized. All opinions and estimates included in this
report constitute our judgment as of this date and are subject to change without notice. This research report is prepared for general circulation and is intended for
general information purposes only. It is not intended as an offer or solicitation with respect to the purchase or sale of any security. It is not tailored to the specific
investment objectives, financial situation or needs of any specific person that may receive this report. We strongly advise potential investors to seek financial
guidance when determining whether an investment is appropriate to their needs. No part of this document may be reproduced without the written permission of
EFG-Hermes.
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