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Emaar Properties reported 4Q18 net profit of AED1.8bn (36% y-o-y and 63% 
q-o-q). Earnings beat our expectations by 35% and Bloomberg consensus by 
63%. Main reason for such outperformance was doubling of revenues from 
Emaar Development. International development business also saw sequential 
recovery in revenues. Overall, gross profit margin was in line, though SG&A 
expenses rose at surprisingly higher rate. 4Q18 pre-sales at AED4.3bn 
recovered and recorded growth of 63% y-o-y (15% q-o-q). Strong pre-sales in 
4Q18 helped to contain pre-sales decline for FY2018 to 20% (after -35% in 
9M18). Developers continue to adjust pace of new launches amid weak 
property market conditions and rather focusing on selling their existing 
inventory. For Emaar, the key concern of investors has been its high capex 
cycle, leading to cash flow pressure. Our discussion with the management 
indicated that the company may delay some of the capex on retail/hotel 
expansion, thereby easing cash flows. As a result, we may see reinstatement 
of regular dividend payment this year. This may address some of the market 
concerns. We see current market implied holding company discount (~38%) as 
excessive and believe challenging market outlook is more than priced-in at 
current share price. Maintain Buy. 

 Solid performance delivered by UAE development business 
Total Revenues came in at AED8.3bn (56% y-o-y) and were 47% above our 
estimates. Robust topline growth was particularly triggered by UAE 
development business (65% of total revenues). UAE development property 
business’ revenues jumped 129% y-o-y. This outperformance is likely to have 
come from few projects reaching threshold (>20% completion) to start 
recognizing revenues. International development business saw revenues 
recovering 44% q-o-q after weak 9M18 performance.  

 Recurring income business broadly stable 
Overall recurring income posted revenues of AED2.0bn (5% y-o-y), led by Emaar 
Malls (8% y-o-y). Hotels and other leasing revenues remained flat. 

 4Q18 pre-sales recovery helped to contain FY2018 decline 
4Q18 UAE pre-sales stood at AED4.3bn, increasing 63% y-o-y and 15% q-o-q. 
This was 20% above our expectation. 4Q rebound in pre-sales helped FY2018 
pre-sales to reach AED14.4bn (-20% y-o-y after -35% in 9M18). 

 Strong value in the name, maintain Buy 
Emaar is trading at a P/BV of 0.5x 2019E, 50% below EM peers and 55% below 
its historical average. At current share price, market is applying 25% discount to 
all listed entities (at current market cap.), while ignoring value of hotels and 
entertainment/leisure assets. As company starts to see improved cash flows 
(on delays in capex), investors’ sentiment is likely to improve towards the 
name, thereby helping to reduce current valuation discount.  

Key Financials 2016 2017 2018E 2019E 2020E 

Revenue (AEDm) 15,540 18,812 25,694 24,598 24,700 

EBITDA (AEDm) 6,257 7,387 9,553 9,741 9,882 

Net profit (AEDm) 5,233 5,704 6,108 6,386 6,094 

EPS (AED) 0.7 0.8 0.9 0.9 0.9 

EPS (% Change) 31.7 9.0 7.1 4.5 (4.6) 

P/E (x) 5.3 4.8 4.5 4.3 4.5 

Dividend Yield (%) 3.9 14.5 3.9 3.9 3.9 

Total net debt (AEDm) 62 466 12,751 12,921 12,947 

RoAE (%) 13.2 12.7 12.2 11.9 10.4 

Source: ADCB Securities Equity Research      

 

 

Price Performance Chart  

 
Source: Bloomberg 
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Financials 
  Income Statement (AEDmn) 2017 2018E 2019E 2020E 

Revenue 18,812 25,694 24,598 24,700 

EBITDA 7,387 9,553 9,741 9,882 

Depreciation and amortisation 1,052 1,195 1,370 1,509 

EBIT 6,335 8,358 8,371 8,373 

Other income 612 907 1,304 762 

Net Finance Cost 95 257 624 637 

Profit before tax 6,852 9,008 9,051 8,499 

Taxes 74 (12) (12) (11) 

Minority interest 1,074 2,912 2,677 2,417 

Net profit 5,704 6,108 6,386 6,094 

Source: ADCB Securities Equity Research 
 

Balance Sheet (AEDmn) 2017 2018E 2019E 2020E 

Cash and cash equivalents 21,103 10,062 8,059 7,896 

Other current assets 55,751 59,464 58,812 59,217 

Total non-current asset 19,302 21,687 21,356 22,557 

Total assets 112,752 111,549 110,377 113,520 

Total current liabilities 33,429 29,102 22,192 18,667 

Borrowings 21,568 22,813 20,980 20,843 

Other non-current liabilities 163 163 163 163 

Total liabilities 55,161 52,077 43,334 39,673 

Minority interest 8,522 8,594 10,853 12,638 

Shareholders` equity 49,069 50,817 56,129 61,149 

Total net debt 466 12,751 12,921 12,947 

Source: ADCB Securities Equity Research     

 
 

Cash flow statement (AEDmn) 2017 2018E 2019E 2020E 

Cash flow from operations 2,567 (418) 3,901 6,371 

Net capex 645 7,335 2,080 4,179 

Free cash flow 1,922 (7,754) 1,821 2,192 

Net financing 3,416 177 (2,939) (1,192) 

Change in cash 3,814 (11,041) (2,003) (163) 

Source: ADCB Securities Equity Research 
 

Valuation and leverage metrics 2017 2018E 2019E 2020E 

P/E (x) 4.8 4.5 4.3 4.5 

P/BV (x) 0.6 0.5 0.5 0.5 

P/FFO (x) 4.1 3.8 3.6 3.6 

FCF yield (%) 7.0 (28.1) 6.6 8.0 

Dividend Yield (%) 14.5 3.9 3.9 3.9 

EV/EBITDA (x) 3.8 4.2 4.2 4.1 

Interest coverage (x) 8.6 7.8 7.6 7.9 

Net debt/equity (x) 0.01 0.21 0.19 0.18 

Net debt/EBITDA (x) 0.1 1.3 1.3 1.3 

Source: ADCB Securities Equity Research 

 

Key Ratios (%) 2017 2018E 2019E 2020E 

ROAIC 14.0 16.9 16.0 14.0 

RoAE 12.7 12.2 11.9 10.4 

Revenue growth 21.1 36.6 (4.3) 0.4 

EBITDA growth 18.1 29.3 2.0 1.4 

EPS growth 9.0 7.1 4.5 (4.6) 

EBITDA margin 39.3 37.2 39.6 40.0 

Source: ADCB Securities Equity Research 

 

Per-share data (AED) 2017 2018E 2019E 2020E 

EPS 0.80 0.85 0.89 0.85 

DPS 0.56 0.15 0.15 0.15 

BVPS 6.85 7.10 7.84 8.54 

Total no. of outstanding shares (mn) 7,160 7,160 7,160 7,160 

Source: ADCB Securities Equity Research, * Company did not publish 2018 full financials so 2018 numbers are our estimates 

 
 
 

Investment case 
Emaar Properties offers exposure to 
mix of stable recurring income and 
high earnings growth. Its Dubai 
development property business is 
embarking on a next phase of growth 
with solid pipeline. Emaar Malls and 
hotels, the other key businesses, are 
also on high growth trajectory driven 
by expansions. After crystalizing value 
of UAE development business, we see 
continued value unlocking potential by 
listing of other businesses, as aimed by 
management.  

 
 

Upside case AED7.3 
Better than envisaged consumer and 
tourist spending to lift growth in retail 
sales and thus rents.  Emaar could see 
pre-sales momentum back to last year 
level in such a scenario. Emaar would 
trade at 2019E P/NAV of 0.5x under 
such scenario. 
 
 

Downside case AED3.9 
Decline in oil prices and strong 
momentum in US$ strengthening will 
further constraint spending from 
tourists and population. This could 
restrict ability to increase retail base 
rents and also slowdown its pre-sales. 
Investors are likely to apply higher 
discount to value Emaar Malls, other 
retail and hotels, as well as take higher 
holding company discount. Emaar 
would trade at 2018E P/NAV of 0.3x 
under such scenario. 
 
 
 

Fig. 1. Shareholding pattern 

 
Source: DFM, ADCB Securities Equity Research 
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Results summary - 4Q2018 

 
 

 

 

 

 
 

 

Fig. 1. 4Q18 results review 

AEDmn 4Q18 4Q17 y-o-y 3Q18 q-o-q 4Q18E 

Revenues 8,304 5,336 56% 5,325 56% 5,645 

Gross Profit 4,072 2,473 65% 2,571 58% 2,800 

Margin 49% 46%  48%  50% 

Net Profit 1,791 1,319 36% 1,100 63% 1,331 

Margin 22% 25%  21%  24% 

Segmental Revenues 

Development property  6,311 3,429 84% 3,675 72% 3,653 

   UAE 5,400 2,355 129% 3,043 77% 2,989 

   International 911 1,074 -15% 633 44% 664 

Recurring income 1,993 1,907 5% 1,650 21% 2,011 

   Emaar Malls 1,214 1,129 8% 1,128 8% 1,259 

   Other recurring 779 778 0% 522 49% 752 

Pre-sales       

UAE development 4,361 2,669 63% 3,803 15% 3,632 

Source: Company, ADCB Securities Equity Research 



 
 

     adcbsecurities.com 

PUBLICATION REASON 18 February 2019 
 

4 
 

18 February 2019 

DISCLAIMER 
 

ADCB SECURITIES 
 

 

 

 

Recommendation history 

 
 

 

 

 

 
 
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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