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• Positive Results: Sorouh continued its trend of solid results with a better than expected set of 3Q2008
numbers. It reported 3Q2008 revenue and net income of AED1,497 million (up 269.6% Y-o-Y and 40.0%
Q-o-Q) and AED760.3 million (up 250.5% Y-o-Y and 23.3% Q-o-Q) respectively. Better than expected top
line growth largely reflects the increasing contribution from land sales, while solid net income growth can
be attributed to a stronger contribution from associates and other income.

• Stronger than Forecast Net Income: Operating expenses continue to ramp up and is in keeping with
higher costs associated with rising staff costs, project marketing and sponsorship expenses. However, a
blended mix of better than expected top line growth, coupled with a stronger contribution from associates
and other income meant that net income for the quarter came in at AED760.3 million (up 250.5% Y-o-Y
and 23.3% Q-o-Q), versus our expectation of AED681.7 million.

• Balance Sheet Growth in Line: Total assets reached AED16 billion, which is on track with our FY2008e
expectation of AED19.3 billion and reflects the additions to development work in progress as the company
makes progress on its projects under construction as well as the positive impact to its cash balance from
land sales and deposits received on projects being sold. In particular, the increase in its cash balance to
AED7.7 billion reflects the liquid resources available for project execution.

• Overall Positive, Re-iterate ST/LT Buy: These results are positive and reflect the shaping of Sorouh’s
business model and the strength of its operations. Moreover, sales continue to proceed well for Sorouh’s
projects, with the company experiencing strong success during Cityscape Dubai 2008, underpinning the
positive sentiment directed towards the Abu Dhabi real estate sector, relative to the Dubai market where
there is more of an air of cautious optimism. Despite the recent sharp decline in the share price, we believe
the fundamentals remain unchanged and thus continue to be buyers of the stock. Trading on 2008e and
2009e PEs of 7.1x and 3.5x, Sorouh offers attractive near-term earnings multiples. With solid financial
results, strong sales activity and a committed focus on project execution, we believe the company is well
poised to enter its next phase of growth. We therefore re-iterate our ST/LT Buy, with our estimated LTFV
of AED22.1 offering significant upside over today’s closing price of AED4.93 per share.
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ST Rec. : Buy
LT Rec. : Buy

Current Price*: AED 4.93
LT Fair Value  : AED 22.1
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Table 1: Summary of 3Q2008 Results

Source: Company Disclosure, 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 hereby certifies that neither it nor any of its subsidiaries owns any of the securities that are the subject of this report. 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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