
 
 

 

 

  

 
      
      

 KINDLY REFER TO THE 
IMPORTANT DISCLOSURES AND 
DISCLAIMERS ON BACK PAGE 

• Slow and Steady for Abu Dhabi: As indicated in our UAE Real Estate Sector update (“All that Glitters…" 
dated 26 March 2009), we estimate prices in Abu Dhabi have fallen 30% since peaks in 2008, and we 
expect a further drop of 10-15% for the remainder of 2009e. However, tight supply-demand conditions 
allow us to believe that the Abu Dhabi market will recover fairly quickly. We re-iterate our view that the 
emirate has abundant resources and strong vision with demand poised to grow. 

• Changes to Forecasts: We revisit our forecasts to update FY2008 financials and adjust our assumptions 
relating to: i) sales in terms of volumes, timing and pricing, ii) costs, iii) exclude longer-term projects (Lulu 
Island), iv) factor in a reduced scope for Al Ghadeer and v) incorporate longer payment plans. Not only do 
these changes result in overall weaker forecasts but also ensue in a less positive pattern of operating cash 
flows over our forecast horizon. We now expect 2009e revenue of AED4,391 million, down from 
AED7,641 million which reflects adjusted delivery dates, lower pricing/volume assumptions and lower land 
sales. Subsequently, we estimate 2009e earnings of AED1,573 million versus AED3,040 million previously.  

• Changes to Valuation: With a view that the UAE real estate sector is correcting and that the off-plan 
sales model is weakening, we adopt a more cautious stance. In addition to incorporating weaker 
assumptions on sales and price appreciation, we also exclude longer-term projects, while also adjusting 
our costs of equity. Therefore, we reduce our LTFV by c40% from AED14.8 to AED8.7 per share. 

• What Does the Worst Case Suggest?: We have constructed two alternative scenarios which comprise: 
i) value being derived from monetization of sales made to date resulting in an implied value per share of 
AED3.4 per share and ii) one which entails development only of current projects which yields a value of 
AED6.3 per share. Both situations result in firm values in excess of the current market price, suggesting 
that a lot of value is placed on management’s ability to execute.  

• Reduce ST Rating to Accumulate from Buy: We reduce our ST rating from Buy to Accumulate which 
reflects: i) weak market dynamics and poor sentiment, ii) little momentum expected to be provided by 
results and other newsflow, iii) a more strained cash-flow profile along with some perceived collection risk 
and iv) an overall negative outlook for the real estate sector during 2009. 

• Key Component of Abu Dhabi Growth Story: We believe that if the company focuses on execution and 
successfully delivers its first phase of units, it will build a track record of deliverability. Its strategic land 
bank and well blended strategy with a move towards property development, both for sale and retention, 
while being more capital intensive, should provide a more stable income stream in the medium to longer 
term. With our LTFV offering significant upside from current levels, we maintain our LT Buy. 
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COMPANY NOTE 
  

December year end 2008a 2009e 2010e 2011e
Revenue 3,723 4,391 6,719 4,636
Operating Income  1,654 1,405 2,525 2,284
EBITDA  1,665 1,415 2,540 2,304
Net Attrib. Income  1,784 1,573 2,748 2,435
EPS (Reported) 0.74 0.63 1.10 0.97
EPS Growth 41.9% -14.8% 74.7% -11.4%
DPS (net) 0.12 0.09 0.16 0.15
Net Debt (Cash)  (2,734) (2,246) (786) 1,154 
P/E* (Attrib.) 3.4 4.0 2.3 2.6
EV/EBITDA 2.2 2.9 2.2 3.2
P/BV** 1.1 0.9 0.7 0.5
P/CF 3.5 4.0 2.3 2.5
Dividend Yield 4.7% 3.7% 6.5% 5.8%
ROAE 34.2% 23.7% 32.5% 22.8%
Figures in AED million unless otherwise stated 
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Estimate Changes   
 2008a 2009e 2010e 
(AED mn) Old New Old New
Revenues 3,723 7,641 4,391 12,214 6,719
EBITDA 1,665 2,646 1,415 5,722 2,540
EBITDA Margin 44.7% 34.6% 32.2% 46.8% 37.8%
Net Attrib. Inc. 1,784 3,040 1,573 5,948 2,748 

Stock Data 

Mkt. Cap / Shares (mn)  AED6,325 / 2500
Av. Monthly Liqui. (mn) AED1,650 
52-Week High / Low  AED9.93 / 2.08
Bloomberg / Reuters SOROUH UH / SOR.AD
Est. Free Float 84% 

 
*Prices as at 24 March 2009   
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2 KINDLY REFER TO THE 
IMPORTANT DISCLOSURES AND 
DISCLAIMERS ON BACK PAGE 

 

I. CHANGES TO VALUATION  

Since our previous sector update (“A Realty Check” dated 30 November 2008), the market has shown 
further signs of deterioration, such that we believe a cautiously optimistic stance does not give full credit 
to areas such as prolonged delays, project re-design/re-assessments, potential defaults on sales and 
liquidity constraints. As outlined in our current sector primer on UAE Real Estate (“All That Glitters…” 
dated 26 March 2009), we believe a more conservative approach that takes into account a weaker short 
to medium term outlook as well as less robust longer term view of the cycle is a better reflection of the 
current reality. This approach also reflects our more constructive stance on the Abu Dhabi real estate 
sector, relative to Dubai for example. Therefore, we revisit our assumptions of perceived risk given the 
heightened uncertainty around forecasting the sales cycle for current projects and choose to exclude 
applying a DCF approach for later-stage projects (given master-plans are likely to change with rapidly 
changing market dynamics), despite an inherent perception of potential value creation.  

CHANGES TO COST OF EQUITY 
Given worsening global conditions, we revisit our calculation of discount rates and as highlighted in our 
recent strategy note “Adapting to Change” dated 9 February 2009, we maintain the use of the 10 year 
US Treasury bond rate, keeping the country risk premium of 125 basis points, which reflects long-term 
inflation, sovereign risk and political risk. We raise our equity risk premiums to reflect: i) the degree of 
certainty we associate with cash collection on sales already made, ii) degree to which our price and 
volume assumptions are subject to risk and, iii) our estimate of execution risk. Meanwhile, for our WACC 
we have assumed the same debt and equity mix for each segment/ project based on current market 
capitalization and 2008 debt. 

CHANGES TO VALUATION 
We have revisited our assumptions on: i) selling prices, ii) associated price appreciation, iii) costs, iv) 
timing and volume of sales (adjusted according to both our estimation of current levels achieved as well 
as future activity), v) adjusting our assumptions for construction completed to date and vi) excluding 
longer term projects (Lulu Island) for which master-plans look set to morph as the market matures. From a 
pricing perspective, given that the market is currently in a state of flux with prices correcting from the 
peak levels observed in 2008, we assume market prices in tandem with early 2007 levels i.e. the early 
stages of the Abu Dhabi real estate cycle. We have highlighted this forecast in our recent update on the 
UAE real estate sector ("All that Glitters..." dated 26 March 2009). These lower prices, in our view, reflect a 
redesign of projects/inventory to be considered as more affordable and hence attract a wider investor 
base. These variances compounded with higher discount rates reflecting a more risk-averse attitude and 
thus extremely cautious stance on future projects and future phases of current projects, reduces our LTFV 
for Sorouh by c40% to AED8.7 per share from AED14.8 per share.  

Not undertaking a DCF-based approach on Lulu Island, and instead applying an estimated market value to 
this land bank reduces our estimated LTFV, but helps to express our underlying perception of the market. 
While we were earlier content to conservatively forecast projects not started and point out which 
developments may be most at risk, but also using higher discount rates, we now believe that the more 
rational approach is a “see it to believe it” one. We continue to believe that given its prime location and 
strategic importance to Abu Dhabi's Plan 2030, Lulu Island will be a key project for Sorouh. However 
implementation and hence sales are likely to commence only once sentiment improves i.e. not before 
2010, hence providing room for upside to our forecasts and valuation.  

In terms of its NAV, our estimate of AED7.0 per share, with the gap between our LTFV and NAV being one 
of pricing, with our DCF still assuming very moderate price escalation in the medium to longer term which 
benefits future phases and new sales releases, compared to our NAV calculation that is based on today's 
prices. Also, the relative nearness to completion of some of its Shams Abu Dhabi projects reduces the gap 
between our estimated NAV and LTFV. The stock trades on a 2009e price/NAV multiple of 0.4x, while at 
our estimated fair value, Sorouh would trade on an implied price/NAV multiple of 1.2x. 

RECOMMENDATION 
In light of weak market dynamics, poor sentiment and little or no contribution from new sales, coupled 
with little momentum expected to be provided by results, a more strained cash-flow profile and some 

Incorporating a paradigm shift 
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perceived collection risk with little explicit governmental support, we have some concerns over the short 
to medium outlook. Thus, we reduce our ST rating from Buy to Accumulate.  

We appreciate the company’s rational approach and focus on dealing with the current market challenges, 
such that we feel Sorouh will strive to ensure appropriate cash deployment and ensure for timely delivery 
of projects underway. Moreover, additions to its rental portfolios should help add stability to its earnings 
profile. Finally, once the company delivers its first set of units in 2009 and completes more in 2010 and 
onwards, it will build towards a track record of quality and deliverability. Its strategic land bank and well 
blended strategy with a move towards property development, both for sale and retention, while being 
more capital intensive, should provide a more stable income stream in the medium to longer term. Thus, 
with our new estimated LTFV of AED8.7 per share offering significant upside from current levels, we re-
iterate our LT Buy. 

SENSITIVITIES 
With both our estimated LTFV and NAV suggesting investors are able buy the company’s shares at a 
discount, we look at two other scenarios that could be considered a worst-case. Similar to the approach 
taken in our note on the Egyptian real estate sector (“Cautious on Real Estate due to Cyclical Headwinds” 
dated 17 February 2008), we look at two scenarios. These include: i) monetization of its current 
receivables and ii) completing just projects that it has already launched. Both of these scenarios reach 
much lower equity values, indicating that much of our value comes from management’s ability to execute 
on future projects. We do not believe either scenario is likely, but it helps frame our thinking about a 
worst-case result for the company. 

i) Monetization of Receivables: We looked at a scenario valuing just the portion of projects already sold. 
We did this mainly by using balance sheet and reservation figures i.e. the estimate of sales made to date 
for which revenue and profits will be booked in future periods. In calculating this value, we took net 
receivables from the balance sheet as of FY2008 and added the value of sales estimated to have occurred 
during 2008, with revenue and profits to be recognised in future periods. We then attributed an average 
margin of 30%. Then we discounted these cash flows over four years, which is assumed to be the average 
collection period of these receivables. Then we added the contribution from Sorouh's current rental 
portfolio (calculated on a DCF basis) and finally, its net cash position. This results in a value of AED8.3 
billion, or AED3.4 per share. We believe this helps to illustrate that a major portion of the perceived value 
creation is dependent on future sales and management execution. However, the risk to investors is that 
slow net sales, due to macroeconomic concerns, project delays or high cancellations, can have a 
significant impact on valuation.  

ii) Completing Projects Already Started: Another conservative valuation approach is to estimate the 
value of Sorouh’s projects that are already underway. These include Golf Gardens, Sky Tower, Sun Tower, 
Tala Tower, Al Ghadeer Phase 1, the Gate District and Sas al Nakhl Phase 2. This results in a firm value of 
AED15.8 billion or AED6.3 per share.  

SECTOR-WIDE DOWNSIDE RISKS 
 
• Default and Collection Risk: While Sorouh suggests default and collection risk remains low due to credit 
worthiness of buyers, we believe there is a possibility that some investors will walk away from deposits or 
default on subsequent payments. This is especially true for units sold during 2008, in the height of the 
market's speculative phase, with less risk placed on purchases made during 2006-2007 with an estimated 
60% on average already collected from buyers. In fairness, given the tight market dynamics in Abu Dhabi, 
the company should be able to roll over any defaulted inventory into its investment portfolio, while 
working with bulk buyers to consolidate purchases and associated payments, hence easing some concerns.  

• Extended Downturn: There is also the possibility of the current slide in the market continuing for longer 
if: i) economic contraction persists for longer than expected, ii) population growth slows considerably, iii) 
buyers continue holding off home purchases and iv) liquidity conditions worsened. In this scenario, 
without being able to tap into the market to release new product for sales and thus generate cash flows, 
even Sorouh could be cash-strapped and would have to raise additional debt funding. The risk of course 
remains that sentiment and propensity to lend to the real estate sector may never reach previous levels, 
creating a more sustained funding issue. 
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II. FY2008 REVIEW 

Sorouh reported FY2008 results with revenues of AED3,723 million (up 60.4% Y-o-Y) and net income of 
AED1,784million (up 41.9% Y-o-Y), both short of our FY2008e expectations of AED4,257 million and 
AED2,283 million. Also, while Sorouh depicted decent balance sheet growth in terms of its cash position 
and properties under construction, these were also below our FY2008 expectations, reflecting an overall 
weaker than anticipated performance. 

Figure 1: FY2008 Results Summary 
AED million, unless otherwise stated 

 1Q2008 2Q2008 3Q2008 4Q2008 FY2008a FY2007a Y-o-Y
Revenue 623.7 1,070 1,497 532.6 3,723 2,321 60.4%
Direct Costs (209.6) (293.7) (598.9) (325.2) (1,427) (1,001) 42.5%
Gross Profit 414.1 776.2 898.4 207.4 2,296 1,320 74.0%
Gross Margin 66.4% 72.6% 60.0% 38.9% 61.7% 56.9%
SG&A (98.1) (245.5) (157.4) (130.0) (642) (264.9) 138.2%
EBIT 316.1 530.7 740.9 77.4 1,654 1,055 57.9%
EBIT Margin 50.7% 49.6% 49.5% 14.5% 44.7% 45.4%
Net Interest Income 15.8 10.4 11.6 2.4 40.2 70.0 -42.5%
Other Income (Expense) 29.6 75.0 7.8 (33.9) 78.5 132.6 -40.8%
Minority Interest 0.0 70.5 4.9 (1.5) 73.9 0.0 0.0%
Net Income 361.5 686.7 765.2 44.4 1,784 1,257 41.9% 

Source: Company financials, EFG-Hermes 

 
Top Line and Margins Weak: Top line revenue of AED3,723 million, comprised mainly of the sale of land 
plots, was lower than our expectation of AED4,257 million, with the difference mostly attributed to 
volume/timing variances. Land sale revenues of AED3,532 million was shy of our estimate of AED3,839 
million, with some of this expected to fall into subsequent periods. However, this weaker than expected 
top-line growth meant that despite the impact of a slightly higher gross margin (61.7% vs. our 60.3% 
estimate), somewhat higher SG&A resulted in weaker than expected operating income of AED1,654 
million.  

Bottom Line Disappoints: After a solid set of 9M2008 results, Sorouh showed marked weakness in the 
final quarter. Net income missed our estimates, stemming from a mix of: i) weaker than expected top-line 
growth (4Q2008 revenue of AED532.6 million vs. our expectation of AED1,066 million), ii) higher SG& A, 
iii) a smaller than expected positive contribution from net interest income, iii) and less positive 
contribution from investment and other income. The blend of these variances meant that net income for 
the final quarter of AED44.4 million was significantly below our estimate of AED470.1 million.  

FY2008 Operational Review: In terms of property development, during the year, Sorouh unveiled its 
master-plan for Lulu Island at Cityscape Abu Dhabi 2008 and achieved strong sales on all units released to 
the market. Construction started on its Al Ghadeer project and is continuing at a decent pace on all other 
developments. The company entered into a series of partnerships with finance companies and contractors 
so as to facilitate home financing options for buyers and project construction respectively. Moreover it 
entered into a deal with MGM Studios to create entertainment destinations and commenced work on 
extending its international footprint by obtaining land in Egypt and Morocco. Also, in November the 
company reduced its foreign ownership limit from 20% to 15% in an attempt to curb stock price 
volatility. Finally, on February 26 2009, the company saw the resignation of its CFO, Ala Khannak and 
while no official reason was cited, with John Hopley being named as interim CFO, we are mindful of this 
change in management.   

Tackling Current Challenges: Sorouh is undertaking a series of steps to steer the current crisis by: i) re-
phasing projects in terms of scope, design and scale to focus on execution only of those projects for which 
funding is secured, ii) instituting end-user friendly payment plans and allowing for consolidation of 
purchases made by bulk investors, to avoid defaults occurring, iii) leveraging off reduced construction cost 
inflation to continue with project development and hence allow for timely delivery, iv) partnering with 
financial institutions to provide buyers home finance options and v) continually assess market dynamics 
to alter product and sales mix accordingly.  
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III. CHANGES TO FORECASTS 

CONSOLIDATED REVENUES 
We have incorporated the impact of slower sales, lower price escalation, more stretched sales phases and 
a smaller scope for Sorouh's largest project, Al Ghadeer. Overall, we envisage Sorouh’s revenue and 
margin mix over the next five years being a blend of property sales, land sales, rental income and lodging 
revenues. The spacing of project deliveries implies that there is no one year in which property sales 
dominate. Revenue recognition on land sales ahead of 100% cash collection continues to smooth the top 
line numbers - especially for the years when property sale revenues have yet to kick in. Moreover, as the 
company makes additions to its rental portfolio, this adds some stability to its earnings profile.  

However, the impact of more muted price escalation on future sales phases, elongating the sales process 
and factoring in delays or longer implementation timelines of projects, reduces overall top line 
expectations. As described earlier, we have opted to exclude any contribution from Lulu Island and other 
future projects given the current uncertainty. Even if there is a master-plan in place, we cannot assume 
that it is set in stone, since rapidly changing market dynamics may ensue in re-assessment of overall 
design and hence key assumptions relating to land usage. Thus, reducing the scope of Al Ghadeer and 
excluding any contribution from Lulu Island land and unit sales strongly reduces both our top line 
estimates. The difference is quite stark as on Lulu, we had previously incorporated pricing and sales 
assumptions that were at the higher end of the spectrum in keeping with the prime nature of this 
location, while Al Ghadeer was Sorouh’s largest project to execute and deemed quite likely to succeed 
based on location and offering. 

Figure 2: Consolidated Revenues by Segment 
2009e to 2013e 
AED million, unless otherwise stated 

 Figure 3: Gross Profit by Segment 2009e to 
2013e 
AED million, unless otherwise stated 
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Focus on 2009/2010: Given continued uncertainty of how the real estate cycle will pan out in the 
medium to longer term, we shed some light on our assumptions for top line growth over the next two 
years. In 2009, we believe revenue growth will be a function of land sales (on both Shams Abu Dhabi and 
Saraya), with a proportion stemming from revenue recognition of unit sales in Golf Gardens and Tala 
Tower. Meanwhile in 2010e, as further plots are delivered and units handed over in Sky Tower and Sun 
Tower are expected to be handed helps to explain the step-up increase in top line numbers.  

EBITDA 
Operating expenses are expected to remain high over the next few years, but expected to rise at a much 
lower pace than originally anticipated, due to a slower overall outlook. Moreover, since we apportion the 
largest share of SG&A and marketing expenses to the property sales segment, we tone down this expense 
in keeping with our expectation that new sales are only likely to commence in 2010. Beyond 2011, we 
believe that Sorouh, having delivered some projects, will have created a strong position for itself in the 
market and that operating expenses will begin to fall from their high levels and reflect a more normalized 
state of business. We expect capex to be maintained in proportion to revenues, and we account for the 
impact of higher depreciation beyond 2011 once the Nagfa and Ghadeer hotels are delivered. 
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NET INCOME 
Net income in 2009 and 2010 mostly reflects the flow-through impact of a steady and rising contribution 
from land sales and property sales, as deliveries occur, and this helps to boost bottom line growth. We 
also expect that as some of its investments in associates begin to take full form, the contribution of 
income from associates is likely to go up as well, helping the bottom line. Since Sorouh follows the fair 
value method of accounting for its land bank, it does not revalue its land portfolio and thus does not pad 
its income statement with gains on revaluation. In this way, the quality of its earnings is quite pure. Only 
once its investment portfolio grows will Sorouh begin to revalue its investment portfolio. This is expected 
to be done on a semi-annual basis, and the size of a revaluation gain will depend on the strength of the 
Abu Dhabi real estate market at that stage. In July 2008, the company acquired a 60% stake in Pivot 
Engineering, a local contractor. We have adjusted the minority line accordingly to account for this stake. 
We also reduce our dividend payout ratio from 20% to 15% over our forecast horizon, assuming that the 
company will plough back cash into its business to ensure property development remains on track.   

CASH FLOWS 
For the most part, it looks like the company will be able manage its cash flow requirements through a mix 
of off-plan sales proceeds, deposits received on land plots and funding raised. However, the shift in its 
strategy towards greater property development, have made its cash flow needs more demanding, with this 
only expected to increase as less is sold and more is built. Also, recent amendments to our assumptions 
that are more negative relative to our previous ones place a strain on its pattern of cash flows. First, we 
have removed any contribution from sales (land and unit) on Lulu Island as well as incorporated a much 
smaller scope for Al Ghadeer which lowers overall cash flow projections. Second, the move towards 
property development and less reliance on land sales results in greater cash burn during development. 
Third, spreading out payment plans over longer periods elongates the development cash cycle. Finally, we 
also point out there is a degree of collection risk of its receivables- both on land and unit sales (especially 
on units purchased speculatively during 2008). All these changes impact the pattern of our cash flow 
expectations and result in operating and free cash flows to be negative in the short to medium term. Only 
once a greater contribution from rental income and larger-scale unit deliveries in Al Ghadeer and the Gate 
District kicks in beyond 2011 do our cash flow estimates turn more positive.  

Figure 4: Free Cash Flows 2009e-2013e 
AED million, unless otherwise stated 
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DEBT AND EQUITY 
As mentioned earlier, in keeping with the company’s strategy of undertaking a more capital intensive 
property development approach and a move towards enhancing returns, Sorouh raised USD1 billion worth 
of debt in 2008, in a first-of-its-kind securitization. This brought its 2007 debt to equity ratio of 5% to 
c70% by year-end. We also adjust our forward looking assumptions to account for repayment of this debt 
as well as our expectation of other debt facilities the company will tap into. We incorporate our 
expectation that the company will have to raise further funding during 2011, so as to cover funding 
shortfalls and to focus on construction of Al Ghadeer and other investment properties.  

Figure 5: Debt and Equity Forecasts 2009e-2013e 
AED million, unless otherwise stated 

 2009e 2010e 2011e 2012e 2013e
Total Debt 3,306 2,506 2,706 3,406 1,866 
Net Debt/ (Cash) (2,246) (786) 1,154 153 (1,938)
Equity 7,295 9,630 11,700 14,308 15,678 
  
Total Debt / Equity (x) 0.5 0.3 0.2 0.2 0.1
Net Debt/ Equity (x) (0.3) (0.1) 0.1 0.0 (0.1) 
Source: EFG-Hermes 
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IV. FINANCIAL FORECASTS 

Income Statement (December Year End) 
AED million, unless otherwise stated 

 2008a 2009e  2010e  2011e 2012e 
Revenues 3,723 4,391  6,719  4,636 6,685 
% Growth 60% 18% 53% -31% 44%
COGS  (1,427)  (2,633)  (3,977)  (2,211)  (3,875)
Gross Profit 2,296 1,758  2,742  2,425 2,810 
Gross Profit Margin 61.7% 40.0% 40.8% 52.3% 42.0%
SG & A  (642.2)  (353.0)  (216.0)  (140.6)  (135.9)
EBIT 1,654 1,405  2,525  2,284 2,674 
EBIT Margin 44.4% 32.0% 37.6% 49.3% 40.0%
Depreciation  (11.2)  (9.6)  (14.5)  (19.9)  (21.6)
EBITDA 1,665 1,415  2,540  2,304 2,696 
EBITDA Margin 44.7% 32.2% 37.8% 49.7% 40.3%
Net Interest Income (Expense) 40.2 39.2  111.4  30.9 64.3 
Investment Income 51.2 61.4  67.5  74.3 81.7 
Other Income/ (Expense) 101 96.2  99.2  102.3 105.5 
Earnings before Taxes 1,858 1,602  2,804  2,491 3,126 
Minority Interest 74 30  56 57 57 
Attributable Income 1,784 1,573  2,748  2,435 3,068 
EPS  0.74 0.63  1.10  0.97 1.23  

Source: Sorouh, EFG-Hermes estimates 

 

Balance Sheet (December Year End) 
AED million, unless otherwise stated 

 2008a 2009e 2010e 2011e 2012e
Cash & Cash Equivalents 6,839 5,552  3,292  1,552 3,253 
Total Receivables 2,393 2,986  3,027  2,527 2,414 
Other Current Assets 2,791 74  550  1,038 1,820 
Total Current Assets 12,023 8,612  6,869  5,116 7,486 
Net Fixed Assets 88 116  117 122 125 
Development Properties 573 5,126  3,678  3,933 2,272 
Investment Properties 858 965  4,871  6,864 8,570 
Other LT Assets 3,398 3,431  3,080  2,810 1,601 
Total Assets 16,939 18,249  18,615  18,845 20,055 
ST Debt 2,116 1,766  1,416  1,066 716 
Accounts Payable 6,727 2,377  3,591  1,321 1,518 
Other Current Liabilities  - 5,104  2,719  2,949 653 
Total Current Liabilities 8,844 9,247  7,727  5,336 2,887 
Provisions 19.9 20.9  22.0  23.1 24.235 
LT Debt 1,989 1,539  1,089  1,639 2,689 
Other Long-Term Liabilities 128 146  146 146 146 
Net Worth 5,958 7,295  9,630  11,700 14,308 
Total Liabilities & Equity 16,939 18,249  18,615  18,845 20,055  

Source: Sorouh, EFG-Hermes estimates 
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Cash Flow Statement 
AED million, unless otherwise stated 

 2008a 2009e  2010e 2011e 2012e 
Cash Operating Profit After Tax 2,253 1,583  2,763 2,456 3,091 
Change in Working Capital 579 2,877  (1,688)  (2,028)  (2,768)
Cash Flow after Change in WC 2,832 4,460  1,075 428 323 
Capital Expenditure  (25.7)  (2.0)  (15.0)  (25.0)  (25.0)
Net Change in Other Assets- Incl invest & dvpt 
properties 

 (1,835)  (4,640)  (2,459)  (2,248)  (44)

Free Cash Flow 971  (182)  (1,398)  (1,845) 254 
Non-Operating Cash Flow  -  (32.3)  (41.0)  (43.1)  (45.2)
Cash Flow before Financing 971  (214)  (1,439)  (1,888) 209 
Net Financing 3,187  (1,036)  (1,212)  (165) 240 
Change in Cash 4,157  (1,250)  (2,651)  (2,053) 448  

Source: Sorouh, EFG-Hermes estimates 
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APPENDIX A SOTP VALUATION SUMMARY

Figure 6: Detailed SOTP Valuation Summary 
AED million, unless otherwise stated 
 Shams Abu Dhabi Saraya Abu Dhabi Masthal Ghadeer Danet Abu Dhabi Golf Gardens Others Total 
 Equity 

Value  
%  

of Value 
Equity 
Value  

%  
of Value 

Equity 
Value  

% of 
Value 

Equity 
Value  

% of 
Value 

Equity 
Value  

% of 
Value 

Equity 
Value  

% of 
Value 

Equity 
Value  

% of 
Value 

Equity 
Value  

% of 
Value 

Land Sales 4,295 19.8% 7 0.0% 36 0.2% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 4,338  20.0% 
                 
Unit Sales                 
  - Residential 2,236 10.3% 0 0.0% 0 0.0% 626 2.9% 0 0.0% 325 1.5% 0 0.0% 3,187  14.7% 
  - Commercial 448 2.1% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 448  2.1% 
                 
Rental & Lodging Portfolio               
  - Residential 0 0.0% 86 0.4% 378 1.7% 0 0.0% 159 0.7% 0 0.0% 2,359 10.9% 2,983  13.8% 
  - Commercial 0 0.0% 191 0.9% 1,067 4.9% 1,354 6.2% 62 0.3% 0 0.0% 0 0.0% 2,674  12.3% 
  - Retail 2,109 9.7% 0 0.0% 278 4.9% 0 0.0% 11 0.1% 0 0.0% 392 1.8% 2,790  12.9% 
  - Other 0 0.0% 74 0.3% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 74  0.3% 
  - Hotels 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 602 2.8% 602  2.8% 
                 
Associates               156  0.7% 
Land               2,742  12.7% 
Total 9,088  41.9% 357  1.6% 1,759  11.8% 1,980  9.1% 233  1.1% 325  1.5% 3,353  15.5% 19,994  92.3% 
                 
Corporate Costs               (1,055) -4.9% 
Net Cash               2,734  12.6% 
Firm Value               21,672  100.0% 
Number of Shares (mn)              2,500   
Estimated LTFV 
(AED per share) 

3.6   0.1   0.7   0.8   0.1   0.1   3.2   8.7   

 

Source: EFG-Hermes 
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