
Fiscal Year 2007a 2008a 2009f 2010f 2011f 
Revenues  42 181 1,305 2,201 2,314 
Growth 45% 333% 623% 69% 5% 
EBITDA Margin 15% 75% 96% 97% 97% 
Net Income  90 141 479 694 787 
EPS (QAR) 0.16 0.26 0.86 1.25 1.42 
EPS Growth 99% 58% 239% 45% 13% 
DPS (QAR) - - - 0.31 0.36 
Book Value / Share (QAR) 8.49 -0.01 0.88 1.82 2.88 
P/E (x) 145.5 92.1 27.2 18.8 16.5 
Dividend Yield  - - - 1.3% 1.5% 
P/BV (x) 2.8 NA 26.8 12.9 8.1 

Global supply and demand for natural gas have been registering a 2.9% 
CAGR since 1971 due to the commodity’s adoption in industries such as 
power generation, and demand is expected to continue rising in the future 
at the same rate. Qatar’s NG production is estimated to have increased 
from 60 bcm in 2007 to 70 bcm in 2008 and is expected to reach 77 bcm 
by the end of 2009 with the increased LNG production coming from Ras-
Gas’s new trains. 
 
Qatar’s LNG exports are expected to register a CAGR of 11% between 
2008 and 2013, reaching 74 bcm in 2013 from 39 bcm in 2007 (88% 
growth), with increased production targeting European and American mar-
kets. The country ranks sixth among global NG exporters but it is the larg-
est LNG exporter, shipping its product from Qatar to Asia (30.5 bcm), 
Europe (7.5 bcm) and the United States (0.5 bcm). 
 
Nakilat is in charge of delivering Qatar’s LNG production to its global cus-
tomers and its vessels are chartered on a long-term basis through 25 year 
contracts, guaranteeing steady cash flows to the company. Nakilat has 
non-operating interests in 33 joint venture ships (1 undelivered). In addi-
tion to those, the company plans to fully own 25 ships by the end of 
1Q10, of which 10 have been delivered so far (3 in 4Q08 and 7 in 1Q09) 
with another 11 expected to be received before the end of 2009. 
 
Operating income (before depreciation) from fully-owned vessels jumped 
345% in 1Q09 verses 4Q08, rising from QAR31 million to QAR138 million 
as 7 more vessels were received and commissioned, raising the average 
rate per day per 1,000m³ of capacity by 7.75% to USD250. Share of 
profits from joint ventures increased 27% from QAR33 million in 4Q08 to 
QAR42 million in 1Q09 as 2 new JV vessels were delivered, while income 
from marine and agency services dropped 10% to QAR7.7 million. 
 
Our forecasts for revenue from fully-owned vessels assume that the daily 
charter rate as of 1Q09 remains constant yielding a revenue of QAR1,109 
million in 2009 and QAR1,999 million in 2010 from these vessels. Total 
revenue is expected to rise by 648% in 2009 to QAR1,305 million and 
69% in 2010 to QAR2,201 million then to continue at a slower CAGR of 
2.35% between 2011 and 2014. 
 
Our valuation on Nakilat has yielded a DCF fair value of QAR32.6/share, 
with the company's future cash flows discounted by a WACC of 7.43%. 
The WACC has been calculated by utilizing the CAPM, and based on a risk 
free rate of 6.9%, an equity risk premium of 6%, a beta of 0.84 and a 
terminal growth rate of only 2.5% due to the less aggressive expansion 
strategy expected to be adopted in future years. 
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Company Profile 
 
Qatar Gas Transport Company (Nakilat) was established in 2004 as a joint stock company and underwent an 
IPO in 2005 whereby 50% of the company’s stock was sold to the public (DSM ticker: QGTS) and the other 
portion was retained by various government-owned entities including the two largest shareholders, Qatar 
National Navigation & Transport Co. (15%) and Qatar Shipping Co. (15%). Nakilat’s authorized capital 
amounts to QAR5.6 billion (par value QAR10), of which almost 100% have been issued. The company’s limit 
on foreign (non-Qatari) ownership is 25% and no single individual is allowed to hold a stake exceeding 2%. 
 
Main Activities 
 
Nakilat plays a key role in the Liquefied Natural Gas (LNG) supply chain of Qatar by delivering the country’s 
LNG from Qatar’s North Field, the world’s largest non-associated gas field holding approximately 14.5% of the 
world’s proven reserves, to markets ranging from North America to Europe and the Far East. Nakilat’s main 
clients (charterers) are the two companies in charge of extracting and liquefying the country’s natural gas, 
namely RasGas Co. Ltd. and Qatargas Operating Co. Ltd.  
 
Charterers 
 
RasGas has developed facilities for the extraction, storage, processing and export of Qatar’s LNG and has 
entered into long-term contracts to supply LNG to Korea, India, Italy, Spain, Belgium, Taiwan, and the United 
States of America (RasGas also produces helium). The company produced over 20 million metric tones of LNG 
in 2007 through its five liquefaction “trains” and plans to produce up to 37 million metric tones per annum by 
2010. Shareholders in RasGas include Qatar Petroleum, ExxonMobil, Total, Mitsui and Marubeni. 
 
Established in 1984, Qatargas pioneered Qatar’s LNG industry 
and now owns and operates facilities in the North Field placing it 
among the leading global players. Qatargas initially produced 2 
million tones p.a. from three trains and now produces 10 million 
tones p.a. from the same trains, exporting the product to cus-
tomers in Japan and Spain. The company is expanding aggres-
sively and plans on achieving a production capacity of 42 million 
tones per annum by 2010, with exports reaching Europe, Asia 
and North America. Shareholders in Qatargas’ expansion project 
include Qatar Petroleum, ExxonMobil, Total, ConocoPhillips and 
Shell. 
 
Business Model & Vessels 
 
Nakilat’s business model is relatively simple: construct large LNG 
transporting ships and charter them on a long-term basis (25 
years) for the distribution of Qatar’s LNG to global markets. Ini-
tially, the company partly owned vessels with international and 
local partners in the form of joint ventures and later began con-
structing vessels of its own.  
 
Nakilat’s interests in the 33 ships (1 undelivered) that are part of 
joint ventures are non-operating equity interests ranging from 
20%-60%. In addition to those, the company plans to fully own 
25 ships by the end of 1Q10, of which 10 have been delivered so 
far (3 in 4Q08 and 7 in 1Q09) with another 11 expected to be 
received before the end of 2009. 
 
The special thing about Nakilat’s vessels is that they were cus-
tom-built for the company and are a new generation of LNG car-
riers boasting 50% (Q-Flex) or 80% (Q-Max) more capacity than 
conventional LNG carriers (145,000m³). The capacity of Nakilat’s 
Q-Flex vessels is 216,000m³ and that of its Q-Max vessels 
ranges from 260,000m³ to 266,000m³. 
 
 

Table 1: Nakilat’s Wholly-Owned Vessels 

Vessel Name Delivery 

1675-Mozah Oct-08 

1676-Umm Slal Dec-08 

2255-Al Ghuwairiya Dec-08 

2256-Lijmiliya Jan-09 

1677-Bu Samra Jan-09 

1694-Al Mayeda Feb-09 

2257-Al Samriya Mar-09 

2264-Al Shahaniya Mar-09 

1695-Mukainis Apr-09 

1754-Rasheeda Mar-10 

Source: Nakilat, Prime estimates 

1697-Umm Al Maa May-09 

1696-Al Numan Apr-09 

2265-Al Sadd Apr-09 

2266-Onaiza May-09 

1908-Jeleiha May-09 

1909-Najma Jul-09 

1910-Rekayyat Jul-09 

1726-Al Dafna Nov-09 

2283-Al Khattiya Nov-09 

2284-Al Mirqab Nov-09 

2285-Al Wabra Dec-09 

1751-Shaqra Dec-09 

2286-Al Bahiya Jan-10 

1752-Zarqa Jan-10 

1753-Aamira Feb-10 

Capacity (m³) 

266,000 

266,000 

263,000 

263,000 

266,000 

266,000 

263,000 

216,000 

266,000 

266,000 

216,000 

216,000 

216,000 

216,000 

216,000 

216,000 

266,000 

216,000 

216,000 

216,000 

260,000 

216,000 

260,000 

260,000 

260,000 
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Industry Overview 
 
Liquefied Natural Gas (LNG) 
 
Liquefied natural gas (LNG) is natural gas (90% methane) that has been cooled down to approximately –
160°C, shrinking its volume by 600 times. LNG is a clean fuel that produces significantly less pollution than 
other fossil fuels and has 60% of the energy density of diesel, making it a good energy source. Plants located 
at wellheads contain what is referred to as “trains”, independent units that purify (remove water and other 
gases) and liquify the natural gas. After liquefaction, LNG is transported by sea using specially designed 
containers to locations that are not connected by pipelines (or land), and upon delivery the liquid is heated 
and regasified for distribution through pipelines to distribution companies or power plants. 
 
The Appeal of LNG 
 
LNG produces less greenhouse gases and toxic emissions than low-sulphur diesel and biodiesel (non-
petroleum-based diesel). Chemically, diesel contains 20 carbon atoms whereas LNG has only one, leading to 
significantly lower carbon monoxide and carbon dioxide emissions. Global proven natural gas reserves as of 
2007 totaled 6,263 trillion cubic feet (tcf), which, based on the current global consumption of 103mcf/year, 
would last around 60 years. However, actual global production capacity remains low relative to oil but more 
and more investments are being directed to this area due to the appeal of natural gas as a clean, abundant 
and fairly priced commodity. Another important aspect is that natural gas is already being used as an 
alternative to refined fossil fuels in the automobile and power generation industries. 
 
Global Proven NG Reserves 
 
Global proven NG reserves doubled between 1982 and 2007 from 88,922 bcm to 177,358 bcm, respectively, 
with the largest increase over the period witnessed in the Middle East (183%). On the other hand, proven 
reserves in North America decreased by 24% since 1982 and those in Europe and Eurasia increased by only 
59% compared to the more than 100% increase in the remaining regions. The American continents combined 
hold only 8.9% (15,701 bcm) of global NG reserves, almost as much as Africa and Asia Pacific, each of which 
holds 8.2% of the total. Excluding the Russian Federation, which holds the largest global reserves of 44,648 
bcm (25.2%), Europe houses only 8.3%. The second and third largest global deposits are in Iran and Qatar 
with 27,800 bcm (15.7%) and 25,600 bcm (14.4%), respectively, placing the Middle East at first position in 
terms of proven reserves (73,209 bcm; 42% of the total). Aggregate proven reserves have registered a com-
pounded five-year growth rate of 15% since 1982, but growth slowed down to only 3% between 2002 and 
2007.  
 

 

Figure 1: Global NG Reserves (bcm) 

Source: BP 
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Figure 2: NG Reserves by Region in 2007 
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Global NG Supply & Demand 
 
Global supply and demand for NG have been registering a 2.9% CAGR since 1971 due its adoption in indus-
tries such as power generation. As shown in the figure below, demand has been growing between 10%-20% 
every 5 years since 1972 and BMI forecasts that this will continue into the future with demand in 2012 in-
creasing by 15% over 2007, which translates into a CAGR of 2.8% per annum between 2008 and 2012. BMI 
expects the Middle East, Africa and Asia Pacific regions to drive growth in demand going forward due to the 
developing nature of their economies. However, growth in Europe and North America will be slower as these 
economies rely increasingly on renewable and nuclear energy.  
 

 
Top NG Producers & Consumers 
 
With the largest proven NG reserves in the world (44,648 bcm), the Russian Federation is also the largest 
producer of the commodity, pumping 607 bcm per annum out of which 148 bcm (24%) is delivered to 
neighboring European countries by land. This is followed by the United States (546 bcm per annum) and Can-
ada (184 bcm per annum). On the consumption side, the United States leads, consuming 19.5% more than it 
produces with the help of pipelines and other land transport vehicles delivering NG from Canada. The Russian 
Federation consumes 72% of its production, placing it in second place with 439 bcm of consumption followed 
by Iran with 112 bcm per annum. 
 
Other major consumers include the world’s largest economies like Canada, the United Kingdom, Japan, Ger-
many, Italy and China (top 10 consumers use up 61% of the world’s annual consumption). Iran and the King-
dom of Saudi Arabia are self-sufficient in terms of production and currently do not generate any excess, but 
both nations are working on increasing production over the medium-term to cope with a rise in internal de-
mand. 
 

 

Source: BP Source: BP 

Figure 6: Top NG Consumers in 2007 (bcm/year) 

Figure 3: Global NG Supply & Demand (bcm) 

Source: BP, BMI forecasts for 2012 

Figure 4: NG Supply & Demand in 2007 (bcm) 

Source: BP 
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Major NG Importers & Exporters 
 
The United States is the top global importer of NG, receiving 107 bcm from Canada and 1.8 bcm from Mexico 
annually by land (pipelines and other land transport vehicles) in 2007. Since Japan lacks natural gas re-
sources, it is the second highest with its 89 bcm of consumption per annum shipped from various locations 
across the globe. However, Japan’s three main sources in 2007 were Indonesia (18 bcm), Malaysia (17.7 
bcm) and Qatar (10.9 bcm). Germany comes next with imports of 84 bcm per annum delivered by land from 
the Russian Federation (36 bcm), Norway (24 bcm) and the Netherlands (19 bcm). 
 
The Russian Federation is by far the top exporter of natural gas, exporting 148 bcm per annum to neighbor-
ing European countries by land, followed by Canada whose only customer, the United States, received 107 
bcm annually also by land in 2007. Norway and the Netherlands deliver almost all of their gas to European 
neighbors as in the case of the Russian Federation, but Algeria pumps 32.7 bcm of its product through under-
sea pipelines mainly to Italy, Spain and Portugal with most of the remainder (24.7 bcm) being transported by 
sea to Europe (20.5 bcm), Asia (2 bcm) and the United States (2.1 bcm). 
 

 
Qatar’s NG Exports & Forecasts 
 
Qatar ranks sixth among global NG exporters, but it is the largest exporter of the liquefied version (LNG), 
which is shipped from its plants to Asia (30.5 bcm), Europe (7.5 bcm) and the United States (0.5 bcm). The 
three largest recipients are Japan (10.9 bcm), South Korea (10.8 bcm) and India (8.3 bcm) but shipments to 
Europe and the United States are set to increase significantly with the arrival of Nakilat’s new vessels to cover 
the increased demand. 
 
BMI expects Qatar’s gas consumption to increase modestly by 1 bcm annually going forward versus a large 
increase in production allowing for a strong rise in LNG exports during 2009 and 2010. NG production is esti-
mated to have increased from 60 bcm in 2007 to 70 bcm in 2008 and is expected to reach 77 bcm by the end 
of 2009 with the increased LNG production 
coming mainly from RasGas’s new trains. LNG 
exports are consequently expected to register 
a CAGR of 11% between 2008 and 2013, 
reaching 74 bcm in 2013 from 39 bcm in 2007 
(88% growth).  
 
Nakilat’s vessel expansion plans play a vital 
role in driving growth in exports due to the 
absence of pipelines connecting Qatar to its 
major clients and the time and logistical chal-
lenges associated with constructing such pipe-
lines, which leaves large seaborne vessels the 
fastest and most cost-effective way to deliver 
the commodity. 
 

Figure 9: Qatar’s NG Production & Export Forecasts (bcm) 

Source: BP, BMI Forecasts 
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Figure 8: Major NG Exporters in 2007 (bcm/year) 
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Operational Highlights 
 
Besides transporting LNG, Nakilat plans on distributing products associated with natural gas, like liquefied 
petroleum gas (LPG), sulphur and condensate, in the future. The company is also planning the construction 
of a ship repair yard in the port of Ras Laffan, which will be added to Nakilat Agency Company (NAC), a sub-
sidiary established in 2005 after the privatization of Ras Laffan port’s shipping agency. 
 
Wholly- and Partially-Owned Vessels 
 
Nakilat has so far received 10 fully-owned vessels (3 in 4Q08 and 7 in 1Q09) out of the total of 25, and has 
32 JV vessels in operation. The company is not directly involved in managing the operations of its JV vessels 
since its interests in these ventures are non-operating even though the stakes range between 20%-60%. 
Nakilat is expecting an additional 11 vessels this year and 4 in 2010 with capacities ranging between 
216,000m³ and 266,000m³. These vessels transport Qatar’s LNG to worldwide destinations spanning from 
Japan to the United Kingdom and the United States where demand for the commodity is increasing. What’s 
compelling about Nakilat is that it charters its vessels to the two government-owned gas liquefaction 
companies (RasGas and Qatargas) on long-term contracts of 25 years each, guaranteeing the company fixed 
revenue throughout the period. 
 
In 2008, with the delivery of only three of its fully-owned vessels late in the year, Nakilat’s top-line was 
dominated by income from its 30 JV vessels, which totaled QAR119 million versus QAR25 million from its fully 
owned vessels that were operational for only a few months in 2008. However, the contribution from JVs is set 
to grow modestly going forward since only three JV vessels remain undelivered, but that from fully-owned 
vessels is expected to grow sharply in 2009 (4,397%) and 2010 (80%) as 11 more vessels are delivered this 
year and the remaining 4 in 2010. 
 
Marine and Agency Services 
 
Nakilat Agency Company (NAC) was formed in May 2005 with the privatization of Ras Laffan port’s shipping 
agency. NAC is 95% owned by Nakilat and 5% by Qatar Petroleum and provides port agency services to all 
ships calling at the port of Ras Laffan. The main objective of the agency is to achieve a cost-effective turn-
around of vessels at the port, eliminating delays and executing safe and timely berthing, loading and dis-
charging of vessels as well as several other services like catering and ship supplies. The categories of ships 
visiting Ras Laffan include gas tankers loading LNG, crude oil tankers loading condensates, cargo ships load-
ing sulphur and LPG tankers. 
 
Revenue from NAC has been rising steadily since 2005, growing by 88% in 2007 and 16% in 2008 to contrib-
ute QAR31 million in the latter year. Growth in this subsidiary’s income is dependent upon growth in vessel 
traffic to the port of Ras Laffan. 
 
Ship Repair Yard Venture 
 
Recognizing the significant contribution that marine and offshore structures construction and maintenance 
services would add to Qatar’s economy, Nakilat and Qatar Petroleum in 2007 put plans in place to develop 
this sector by adding facilities to the port of Ras Laffan for providing such services. The five phase plan of the 
development is as follows: 
 

• Phase 1: Repair and conversion of very large ships (VLCC to LNGC) 
• Phase 2: Repair of medium-sized cargo ships and crude carriers (20,000 dwt to 80,000 dwt) 
• Phase 3: Fabrication and maintenance of offshore structures 
• Phase 4: Construction of high-value small ships (less than 120m in length) 
• Phase 5: Repair of small ships (less than 20,000 dwt) 

 
In March 2007, Nakilat formed a JV with a subsidiary of Keppel Offshore & Marine, a global leader in ship 
conversion, construction and repair, to manage the operations of the new 42 hectare shipyard. Phases 1 & 2 
of the development comprise the major ship repair yard and are scheduled for completion by the end of 
2009. The amount of revenue that Nakilat will be receiving from this venture is unclear and difficult to fore-
cast but we do not expect it to contribute significantly to the company’s top-line in the near future and there-
fore we have excluded it from our projections. 
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Financial Highlights 
 
Revenue Breakdown 
 
Nakilat posted operating income before depreciation from fully-
owned vessels of QAR31 million in 2008, during which 3 newly 
delivered Q-Max ships operated for a total of 4.5 months. This 
translates into an average rate of USD232 per 1,000m³ of 
capacity per day or USD61,016 for a Q-Max vessel with a capacity 
of 263,000m³.  
 
The company’s share of profits from JVs increased by 705% in 2008 from QAR14.7 million in 2007 to 
QAR118.6 million. This was the result of its JV operations taking delivery of 18 new vessels, increasing the 
number to 30 during 2008 alone. These JVs contribute a stable source of revenue for the company and do 
not incur any expenses since Nakilat has a non-operating equity stake. However, growth in this segment is 
limited since only 1 vessel remains undelivered after 2 new vessels were added in early 2009, and the 
company hasn’t announced plans for new ventures. This will lead the percentage contribution to total 
revenue from this segment to drop sharply as fully-owned vessels are delivered. 
 
Nakilat Agency Company, the company’s subsidiary in charge of marine and agency services, has witnessed 
strong growth in revenues over the past 2 years with the contribution more than doubling from QAR14 million 
in 2006 to QAR31 million in 2008. Growth in this segment should continue in line with growth in traffic at the 
port of Ras Laffan, since operations involve providing various services to visiting vessels. 
 
Additional income in 2008 came in the form of investment income amounting to QAR81 million, interest and 
dividend income worth QAR23 million and other income of QAR9 million. Investment income was received as 
the company invested QAR1.37 billion of excess cash in time deposits ahead of scheduled payments to ship-
yards. 
 
Debt Position, Interest Expense & Depreciation 
 
Nakilat’s debt position increased from QAR5.9 billion in 2006 to QAR10.1 billion in 2007 and QAR19.1 billion 
in 2008 as credit was used to finance vessel construction projects. Interest expense was in turn capitalized as 
part of the cost of vessels until the date of construction completion, at which time it is charged in the income 
statement. A total interest expense amounting to QAR13.9 million was charged for 2008 since three vessels 
were delivered during the fourth quarter. 
 
Nakilat is seeking further financing of around USD1 billion in 2009 for payments due between 4Q09 and 
1Q10. Despite the continuing tightness of credit, the company’s management does not foresee any difficulty 
in raising these funds and even expects to receive the funding at reasonable rates (weighted average interest 
rate as of December 2008 was 4.55%). 
 
A depreciation charge of QAR6.1 million was charged for 2008 for two delivered vessels (the third operated 
for less than one month) and the charge related to all other assets amounted to only QAR2.1 million for the 
year. 
 
Performance in 1Q09 
 
Operating income (before depreciation) from fully-owned vessels jumped 345% in 1Q09 verses 4Q08, rising 
from QAR31 million to QAR138 million as 7 more vessels were received and commissioned, raising the aver-
age rate per day per 1,000m³ of capacity by 7.75% to USD250 (implies a rate of USD65,744 per day for a Q-
Max ship with a capacity of 263,000m³). Share of profits from joint ventures increased 27% from QAR33 
million in 4Q08 to QAR42 million in 1Q09 as 2 new JV vessels were delivered (Al-Wukir and Lubara), while 
income from marine and agency services dropped slightly from QAR8.6 million to QAR7.7 million (10% drop).  
 
The company recognized an interest expense of QAR80 million during the period versus QAR14 million in 
4Q08 as this charge is directly related to a higher number of vessels in operation (depreciation jumped from 
QAR8.3 million to QAR34 million for the same reason).   
 
 

Table 2: Daily Charter Rate Comparison 

Capacity 4Q08a 1Q09a 

1,000m³ USD232 USD250 

263,000m³ USD61,016 USD65,744 

QoQ Change 7.75% 

Source: Nakilat, Prime estimates 
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Forecasts & Assumptions 
 
Revenues 
 
Our forecasts for revenue from fully- and partially-owned 
vessels assume that the daily charter rate, as of 1Q09 for the 
former and 4Q08 for the latter, remains constant. This is sup-
ported by the fact that Nakilat’s long-term transportation 
contracts are agreed upon at fixed rates, as are the rates at 
which the gas itself is sold. Accordingly, we assume a daily 
charter rate of USD250 per 1,000m³ of capacity for fully-
owned vessels yielding a total revenue from these vessels of 
QAR1,109 million in 2009 and QAR1,999 million in 2010. 
Even though Nakilat has not announced any plans for 
increasing its fleet beyond the announced vessels, we 
assume that the company will add one new Q-Max vessel 
with a capacity of 263,000m³ every alternate year starting 
2011, leading total revenue to grow at CAGR 2.35% per 
annum between 2011 and 2014. 
 
Revenue from JVs is expected to peak at QAR161 million in 2009 (37% increase over 2008) as the last vessel 
is delivered in 4Q09 and all except 2 vessels operate throughout the 12 months of this year. This will lead the 
contribution from JVs to total revenue to drop from 68% in 2008 to 12.4% in 2009 and 7.5% in 2010. In the 
meantime, revenue from fully-owned vessels will comprise 85% of the total in 2009 and 91% thereafter. As 
for marine and agency services, we conservatively estimate a CAGR of 10% annually going forward. 
Consequently, total revenue is expected to rise by 648% in 2009 to QAR1,305 million and 69% in 2010 to 
QAR2,201 million then to continue at a slower CAGR of 2.35% between 2011 and 2014. 
 
Interest Expense 
 
Nakilat booked an interest expense of only QAR14 million in 
4Q08, when the first ships were delivered, and QAR80 million 
in 1Q09 when additional ships arrived. Based on this, we 
estimate a total interest expense of QAR555 million in 2009 
on the company’s total estimated debt position of QAR22,400 
million by year end, peaking at QAR929 million in 2010. We 
incorporated additional debt worth QAR3,133 million in 2009 
to help finance the latter vessels, since the company already 
announced that it’s seeking around USD1 billion in 2009 for 
this purpose, in addition to new short-term debt of around 
QAR700 million in 2011. 
 
Capital Expenditure 
 
Nakilat is expected to spend QAR18,250 million in CAPEX in 
2009 and another QAR3,750 million in 2010 on the purchase 
of vessels that have already been announced. Additional 
CAPEX is assumed to come in the form of one new Q-Max vessel in 2011 and another in 2013, which we esti-
mate will cost QAR1,000 million each. However, cash flows are expected to remain strong since all an-
nounced vessels will be operational by early 2010. We also assume that the company will start paying out 
25% of its profits as dividends starting 2010. 

Figure 10: Revenue Forecasts (QAR mln) 

Source: Nakilat, Prime estimates  

Figure 11: Depreciation, Amortization &  
Interest Expense Forecasts (QAR mln) 

Source: Nakilat, Prime estimates  
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Valuation 
 
Our valuation on Nakilat has yielded a DCF fair value of QAR32.6/share, with the company's future cash flows 
discounted by a WACC of 7.43%. 
 
The WACC has been calculated by utilizing the capital asset pricing model, and based on a risk free rate of 
6.9%, an equity risk premium of 6%, a beta of 0.84 and a terminal growth rate of only 2.5% due to the less 
aggressive vessel expansion strategy expected to be adopted in future years. 
 
With the company currently trading at QAR23.5/share, our fair value target provides investors a 39% upside 
potential. We accordingly assign a strong buy recommendation. 
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FINANCIAL  
STATEMENTS 

(Figures in QAR millions) 

Source: Company Financials, Prime estimates 

  Income Statement 2007a 2008a 2009f 2010f 2011f 

 Revenue from Wholly-Owned Vessels 0  31  1,109  1,999  2,109  

 Revenue from JV Vessels 15  119  162  164  164  

 Revenue from Marine & Agency Services 27  31  34  38  42  

 Total Revenue 42  181  1,305  2,201  2,314  

 Growth 45% 333% 623% 69% 5% 
 COGS 35  46  52  60  69  

 EBITDA 6.4  135  1,252  2,141  2,245  

 Growth -9% 2002% 828% 71% 5% 
 EBITDA Margin 15% 75% 96% 97% 97% 
 Depreciation & Amortization 0.2  8  319  615  640  

 Operating EBIT 6.2  128  933  1,526  1,604  

 Net Interest 19  8.9  (539) (920) (910) 

 Investment Income 96  81  82  86  90  

 Other Income Net 8.1  8.8  5.9  6.5  7.2  

 NPAT 130  226  482  698  792  

 Growth 186% 74% 113% 45% 13% 
 Fair Value Hedge Gain (Loss) from JVs (39) (84) 0  0  0  

 Minority Interest 0.9  0.8  2.7  4.0  4.5  

 Net Attributable Income 90  141  479  694  787  

 Growth 99% 58% 239% 45% 13% 

  Balance Sheet  2007a 2008a 2009f 2010f 2011f 

 Cash & Marketable Securities 2,475  1,990  1,613  877  696  

 Trade Receivables-Net 96  134  291  485  505  

 Inventory 0.0  0.0  0.1  0.1  0.1  

 Other Current Asset 0.1  3.2  3.2  3.2  3.2  

 Total Current Asset 2,571  2,127  1,906  1,366  1,204  

 Net Fixed Assets 1.3  2,284  20,325  23,590  24,084  

 Other Assets 13,426  20,066  6,172  2,462  2,521  

 Total Assets 15,999  24,478  28,404  27,418  27,810  

 Short Term Bank Debt 0  115  2,011  961  1,779  

 Accounts Payable 191  228  494  824  858  

 Dividend Payable 0.0  0.0  0.0  173.6  196.8  

 Other Current Liabilities 0.0  0.1  0.1  0.1  0.1  

 Total Current Liabilities 191  343  2,505  1,959  2,833  

 Long-Term Debt 10,077  19,117  20,389  19,428  18,355  

 Other Long Term Liabilities 1,027  5,023  5,023  5,023  5,023  

 Total Shareholders' Equity 4,703  (5.1) 486  1,007  1,598  

 Total Liabilities & Shareholders' Equity 15,999  24,478  28,404  27,418  27,810  

  Free Cash Flow Statement 2007a 2008a 2009f 2010f 2011f 

 NOPLAT 6.2  128  933  1,526  1,604  

 Non-Cash Items 0.2  8  319  615  640  

 Gross Cash Flow 6.4  135  1,252  2,141  2,245  

 Gross Investments 6,240  5,843  4,284  (43) 1,099  

 Non-Operating Cash Flow (31) (75) 6  7  7  

 Free Cash Flow (6,265) (5,783) (3,025) 2,191  1,153  

 Financing Cash Flow      
 Interest Income After-Tax (19) (23) (16) (9) (7) 

 Investment Income After-Tax (96) (81) (82) (86) (90) 

 Increase in Excess Cash, M. Sec. & Subsids. (1,650) (1,387) (305) (658) (101) 

 After-Tax Interest Expense 0.0  14  555  929  917  

 Decrease in Debt & Bonds (2,331) (9,154) (3,169) 2,011  255  

 Provisions Used (1.0) (1.7) 0.0  0.0  0.0  

 Dividends Paid & Minority Interest 0.9  0.8  2.7  4.0  178.1  

 Non-Appropriation Items 0.0  0.0  0.0  0.0  0.0  

 Shareholders Equity (2,168) 4,849  (12.3) 0.0  0.0  

 Total Financing Flow (6,265) (5,783) (3,025) 2,191  1,153  
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Recommendation Target-to-Market Price (x) 

Strong Buy x > 25% 

Buy 15% < x <25% 

Accumulate 5%< x <15% 

Hold -5% < x < 5% 

Reduce -15% < x < -5% 

Strong Sell x < -25% 

Stock Recommendation Guidelines  

Sell -25% < x < -15%  

Investment Grade Explanation 

Growth  3 Yr. Earnings CAGR > 20%  

Value Equity Positioned Within Maturity Stage of Cycle 

Income Upcoming Dividend Yield > Average LCY IBOR 

Speculative Quality Earnings Reflect Above Normal Risk Factor 
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Disclaimer 
Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users. 
The report is published for information purposes only and is not to be construed as a solicitation or an offer to buy or sell any securities or related 
financial instruments. Unless specifically stated otherwise, all price information is only considered as indicator. 
 
No express or implied representation or guarantee is provided with respect to completeness, accuracy or reliability of information included in this re-
port. Past performance is not necessarily an indication of future results. Fluctuation of foreign currency rates of exchange may adversely affect the 
value, price or income of any products mentioned in this report. 
 
Information included in this report should not be regarded by report users as a substitute for the exercise of their own due diligence and analysis 
based on own assessment and judgment criteria. Any opinions given are subject to change without notice and may significantly differ or be contrary to 
opinions expressed by other Prime business areas as a result of using different assumptions and criteria. Prime Group is under no obligation respon-
sible to update or keep current the information contained herein. 
 
Prime Group, its directors, officers, employees or clients may have or have had interests or long or short positions in the securities and/or currencies 
referred to herein, and may at any time make purchases and/or sales in them as principal or agent.  
 
Prime Group, its related entities, directors, employees and agents accepts no liability whatsoever for any loss or damage of any kind arising from the 
use of all or part of these information included in this report. Certain laws and regulations impose liabilities which cannot be disclaimed. This disclaimer 
shall, in no way, constitute a waiver or limitation of any rights a person may have under such laws and/or regulations. 
 
Furthermore, Prime Group or any of the group companies may have or have had a relationship with or may provide or have provided other services, 
within its objectives to the relevant companies. 
 
Copyright 2009 Prime Group all rights reserved. You are hereby notified that distribution and copying of this document is strictly prohibited without 
the prior approval of Prime Group. 
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