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In line results, pre-sales trend encouraging

ADCBD

SECURITIES éaJlLall gljgill

2Q19 results review Real Estate | UAE | 8 August 2019

2Q19 net profit came in at AED470mn, 5% above our estimate and in line with
the consensus. Revenue growth was higher (+10% y-o-y), mainly driven by
sustained momentum in revenue recognition of development property
business. 2Q19 pre-sales remained strong, benefitting from high demand for
land plots in Abu Dhabi. Recurring net operating income (NOI) increased 5% y-
o-y driven by contribution from new assets and supported by improved
performance of hospitality business and Yas Mall. One time fair value gain of
AED61mn (on land plot acquired from TDIC last year) lifted bottom line
performance. This was partially offset by continued recognition of fair value
loss on investment properties (YAED40mn). Management efforts to
reconfigure Yas Mall tenants is starting to reflect positively with its occupancy
ramping back to 92%, highest level in last six quarters. Other assets continue
to witness broadly stable occupancy trends. Etihad Plaza JV consolidation and
Al Jimi Mall extension can further support recurring income growth
(+AED120mn to annualized NOI), but like for like rental decline is expected to
keep a check on recurring income showing strong rebound. The stock is
trading at discounted valuation of 0.7x 2019E P/BV, simultaneously offering
sustainable dividend payout (yield of 6.1%). Maintain Buy

» Development property business sustains positive momentum

Despite lower gross margin, development property business profitability was
maintained at high levels driven by strong revenues (+17% y-o-y and 6% above
expectations). Its gross margin at 42% remained above guidance. Pre-sales (excl.
govt. projects) at AED806mn sustained strength (2.7x y-o-y) driven by high
interest seen for land plot sales in Lea and Al Reeman Ph. 2 projects. The
company is now on track to exceed our FY2019 pre-sales estimate of AED2.0bn.

» Recurring income posts mid-single digit growth

Recurring NOI (excl. Hotels) at AED393mn grew modestly (+2% y-o-y) supported
by incremental contribution from Etihad JV assets, Al Jimi Mall extension and to
some extent from TDIC assets’ acquisition. Occupancy at Yas Mall recovered to
92% (versus 84% at the end of 1Q19). This was expected on the back of leases
signed with new tenants but timing was faster than expected. Hotels business
also displayed improved performance with gross profit of AED3mn versus loss
of AED9mn in 2Q18.

®» Valuation at discount, dividend outlook supportive as well

Recurring income is expected to grow 8% y-o-y in 2019 after full impact of TDIC
assets acquisitions, consolidation of Etihad Plaza JV and Al Jimmi Mall extension.
This should provide more sustainable dividends (~80% secured by recurring
income). While Aldar share has rebounded strongly this year, it still implies cap
rate of 10.5% for recurring income assets on 2019E EBITDA. We see potential
for this discount to narrow further as recurring income growth returns while
pre-sales rebound adds to the attractiveness of story.

Key Financials 2017 2018 2019E 2020E 2021E
Revenue (AEDm) 6,181 6,287 6,705 7,052 7,510
EBITDA (AEDm) 2,712 2,782 2,433 2,559 2,573
Net profit (AEDm) 1,996 1,856 2,039 2,149 2,185
EPS (AED) 03 0.2 0.3 0.3 0.3
EPS (% Change) (26.6) (7.0) 7.5 4.6 (0.8)
P/E (x) 9.0 9.7 9.0 8.6 8.7
Dividend Yield (%) 5.3 6.1 6.1 6.6 7.0
Total net debt (AEDm) (929) 2,041 2,425 2,846 1,781
ROAE (%) 11.6 10.3 8.3 8.4 8.2

Source: ADCB Securities Equity Research

This report reflects the views of ADCB Securities and not those of Abu Dhabi Commercial Bank PJSC.

Please refer to the detailed disclaimers at the end of the report.

Fundamentals

Recommendation Buy
Target Price AED 2.5
Price AED 2.3

Price 12m High/Low AED 2.36/1.43
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Income Statement (AEDmn) 2018 2019E 2020E 2021E
Revenue 6,287 6,705 7,052 7,510
EBITDA 2,782 2,433 2,559 2,573
Depreciation and amortisation 230 234 239 251
EBIT 2,552 2,199 2,319 2,323
Other income (467) 75 75 75
Net Finance Cost 230 236 247 214
Profit before tax 1,855 2,038 2,148 2,184
Taxes 0 0 0 0
Minority interest (1) (1) (1) (1)
Net profit 1,856 2,039 2,149 2,185
Source: ADCB Securities Equity Research

Balance Sheet (AEDmn) 2018 2019E 2020E 2021E
Cash and cash equivalents 5,015 4,354 3,933 3,351
Other current assets 11,819 11,579 11,816 11,973
Total non-current asset 5,302 5,302 5,531 5,280
Total assets 38,544 38,120 38,721 38,045
Total current liabilities 6,365 5,282 4,836 4,803
Borrowings 7,056 6,779 6,779 5,132
Other non-current liabilities 887 887 887 887
Total liabilities 14,308 12,947 12,501 10,821
Minority interest 173 172 171 170
Shareholders™ equity 24,063 25,001 26,049 27,054
Total net debt 2,041 2,425 2,846 1,781
Source: ADCB Securities Equity Research

Cash flow statement (AEDmn) 2018 2019E 2020E 2021E
Cash flow from operations (182) 1,640 1,926 2,433
Net capex 1,730 686 1,000 (25)
Free cash flow (1,912) 954 926 2,458
Net financing 812 (594) (321) (1,929)
Change in cash (1,871) (660) (421) (583)
Source: ADCB Securities Equity Research

Valuation and leverage metrics 2018 2019E 2020E 2021E
P/E (x) 9.7 9.0 8.6 8.7
P/BV (x) 0.7 0.7 0.7 0.7
P/FFO (x) 6.9 7.9 7.5 7.4
FCF yield (%) (10.7) 5.3 5.2 13.7
Dividend Yield (%) 6.1 6.1 6.6 7.0
EV/EBITDA (x) 7.2 8.4 8.1 7.7
Interest coverage (x) 8.2 6.9 7.2 8.2
Net debt/equity (x) 0.08 0.10 0.11 0.07
Net debt/EBITDA (x) 0.7 1.0 1.1 0.7
Source: ADCB Securities Equity Research

Key Ratios (%) 2018 2019E 2020E 2021E
ROAIC 9.0 7.4 7.6 7.5
RoAE 10.3 8.3 8.4 8.2
Revenue growth 1.7 6.7 5.2 6.5
EBITDA growth 2.6 (12.6) 5.2 0.6
EPS growth (7.0) 7.5 4.6 (0.8)
EBITDA margin 443 36.3 36.3 343
Source: ADCB Securities Equity Research

Per-share data (AED) 2018 2019E 2020E 2021E
EPS 0.24 0.25 0.27 0.26
DPS 0.14 0.14 0.15 0.16
BVPS 3.06 3.17 3.30 3.41
Total no. of outstanding shares (mn) 7,863 7,863 7,863 7,863

Source: ADCB Securities Equity Research

adcbsecurities.com

Please refer to the detailed disclaimers at the end of the report

Investment case

Aldar Properties is the largest
developer in Abu Dhabi with
significant land bank. Its recurring
income assets (¥65% of gross
profit) offer stability in income
and consistent cash flows. After
being stable in 2018, we expect its
recurring income to return to
growth in 2019E, helped by
contribution of expansion assets.
Meanwhile, its development
property business could see boost
in pre-sales starting 2019E owing
to successful launch of new
projects and addition of prime
land bank in Abu Dhabi and Dubai
(in JV with Emaar Properties).

Upside case AED2.8
Earlier than expected property
market recovery would lift Aldar’s
recurring income growth
prospects and presales outlook. In
such a scenario, organic rental
CAGR over 2018-22E could
increase to 5% vs. 2% estimated
by us. Aldar would trade at 2019E
P/BV of 0.9 in this case

Downside case AED1.7
Decline in oil prices could dampen
fiscal stimulus measures and thus
prolong downward trend in
property market. In such a
scenario, Aldar’s rental decline
could continue at 2% p.a. and
market implied EBITDA vyield for
recurring income assets and
higher discount for development
property business are likely to
sustain at high levels. Aldar would
trade at 2019E P/BV of 0.5x in this
case

This report reflects the views of ADCB Securities and not those of Abu Dhabi Commercial Bank PJSC.
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ALDAR PROPERTIES

Results summary — 2Q2019

Fig. 1. 2Q19 results review
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q-0-q
Revenues 1,656 1,511 10% 1,765 -6% 1,610 3%
Gross Profit 669 649 3% 723 -7% 656 2%
Margin 40% 43% 41% 41%
Net Profit 470 447 5% 553 -15% 447 5%
Margin 28% 30% 31% 28%
Exceptional items (20) (57) (22) -
Adjusted net profit 490 504 -3% 575 -15% 447 10%
Source: Company, ADCB Securities Equity Research
Fig. 2. Segmental performance
AEDmMn 2Q19 2Q18 y-0-y 1Q19 g-0-q 2Q19E Variance
Revenues
Development properties 692 593 17% 718 -4% 650 6%
Recurring assets (Res.,
Retail, Office, Others) 672 643 1% 648 4% 660 2%
Hospitality 135 118 14% 210 -36% 120 12%
Construction (Pivot) 158 157 0% 188 -16% 180 -12%
Gross Profit
Development properties 290 278 1% 311 -7% 280 4%
Recurring assets (Res.,
Retail, Office, Others) 393 386 2% 375 5% 383 3%
Hospitality 3 (9) -135% 56 NM 2 27%
Construction (Pivot) (17) (6) NM (20) NM (9) NM
Gross Profit Margin
Development properties 42% 47% 43% 43%
Recurring assets (Res.,
Retail, Office, Others) 58% 60% 58% 58%
Hospitality 2% -7% 27% 2%
Construction (Pivot) -11% -4% -10% -5%

* Others include Schools, Operating Villages, Facilities management (Khidmah)

Source: Company, ADCB Securities Equity Research

This report reflects the views of ADCB Securities and not those of Abu Dhabi Commercial Bank PJSC.

Please refer to the detailed disclaimers at the end of the report
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Closing Price A Buy | Sell ® Hold
Date Recommendation Target Price (AED) Closing Price (AED)

Rating Distribution

Rating Coverage Universe %

Buy 75%
Hold 25%
Sell 0%

Guide to the ADCB Securities LLC (“ADCB Securities”) Equity Research Rating System

ADCB Securities’ equity investment research is based on fundamental analysis of companies and securities, the sectors that they are exposed to, as well
as the country and regional economic environment. Investors should carefully read the entire research report and not infer its contents from ratings
alone as the research report contains more complete information concerning the analysts' views and the basis for the rating.

In rare situations, ADCB Securities may assign a rating for a security that is different from the one indicated by the 12-month expected return relative to
the corresponding fair value.

For the 12-month long-term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms:

Rating Potential upside / (downside) %

Buy Above 15%
Hold (10%) — 15%
Sell Below (10%)

ADCB Securities’ may update research reports when appropriate based on material changes in a company’s financial performance, the sector outlook,
the general economic outlook, or any other changes which could impact the analyst’s outlook or rating for the company. Share price volatility may
cause a security to move outside of the longer-term rating range to which the original rating was applied. In such cases, the analyst will not necessarily
need to adjust the rating for the security immediately.
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Analyst Certification

I, Yugesh Suneja, hereby certify that (a) the views expressed in this document accurately reflect my personal views about the securities and companies
that are the subject of this report; and (b) no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendation(s) or view(s) expressed in this research report.

Important Disclosures

ADCB Securities LLC (“ADCB Securities”), or any of its affiliates or officers (other than the author(s) of this report) may have a financial interest in one or
any of the securities that are the subject of this report. Funds managed by ADCB Securities and its affiliates (together, “ADCB Group”) for third parties
may own the securities that are the subject of this report. ADCB Group may own shares in one or more of the aforementioned funds or in funds
managed by third parties. The author 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 the author has no discretion.

Abu Dhabi Commercial Bank PJSC (the holding company of ADCB Securities) may be in the process of soliciting fee-earning mandates for companies (or
affiliates of companies) that are either the subject of this report or are mentioned in this report.

Investment Disclaimers

This report is intended for general information purposes only. It should not be construed as an offer or solicitation to purchase or dispose of any
securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this report nor anything contained herein shall
form the basis of any contract or commitment whatsoever. Distribution of this report does not oblige ADCB Securities to enter into any transaction.
The opinions and recommendations contained in the report do not take into account individual client circumstances, objectives, or needs and are not
intended as recommendations of particular securities or strategies to particular clients.

The content of this report should not be considered legal, regulatory, credit, tax or accounting advice. Anyone proposing to rely on or use the
information contained in the report should independently verify and check the accuracy, completeness, reliability and suitability of the information,
obtain independent and specific advice from appropriate professionals or experts regarding information contained in this report and make
independent decisions regarding any security mentioned in this report.

Information contained herein is based on various sources, including but not limited to public information, annual reports and statistical data that ADCB
Securities considers accurate and reliable. However, ADCB Securities makes no representation or warranty as to the accuracy or completeness of any
statement made in or in connection with this report and accepts no responsibility whatsoever for any loss or damage caused by any act or omission
taken as a result of the information contained in this report. This report is intended for customers of ADCB Securities or the ADCB Group.

Charts, graphs and related data or information provided in this report are intended to serve for illustrative purposes only. The information contained in
this report is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any other factors relevant to
their determination. All statements as to future matters are not guaranteed to be accurate. ADCB Securities expressly disclaims any obligation to
update or revise any forward looking statements to reflect new information, events or circumstances after the date of this report or to reflect the
occurrence of unanticipated events.

ADCB Group does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to the companies
covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at time give rise to a conflict of
interest that could affect the objectivity of this report.

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB Securities or the
ADCB Group. They are subject to investment risks, including possible loss of principal amount invested.

This report may contain a short- or medium-term recommendation or trading idea, which considers a near-term event that would have a short-term
price impact on the equity securities of the company or companies’ subject of this report. Short-term trading ideas and recommendations are different
from ADCB Securities’ fundamental equity rating, which reflects, among other things, both a longer-term total return expectation and relative valuation
of equity securities relative to other securities within their wider peer group. Short-term trading recommendations may therefore differ from the
longer-term securities’ fundamental rating.

This report is being furnished to you solely for your information and neither it nor any part of it may be used, forwarded, disclosed, distributed or
delivered to anyone else. You may not copy, reproduce, display, modify or create derivative works from any data or information contained in this
report.
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