
 

Emaar 3Q08 Earnings 

• Emaar reported third quarter results with net income of AED 1.5 billion (AED 
0.25 per share), compared to our estimate of AED 1.69 billion (AED 0.28 per 
share). Net income declined 3% year over year. 
 

• Gross margins improved to 60%, compared to 37% in 3Q07 and 45% in 2Q08. In 
our view, the improved gross margins are a positive indication that Emaar has been 
effectively focusing efforts on cost cutting. However, it is unclear how much of the 
impact has to do with the composition of revenues. 

 

• The company recorded a goodwill charge related to its US operations. The 
company recognized an AED750 million charge. This charge represents an AED 
0.12 negative impact to earnings per share. 
 

• As a result of the strong margin improvement, we are increasing our year end 
estimate for EPS to AED 1.19 from AED 1.13. However, in light of the difficult 
operating environment for real estate globally we have reduced our 2009 and 2010 
EPS estimates from AED 1.74 and AED2.27, respectively, to AED 1.33 and AED 
1.61.  

 

• Additionally, we have reduced our revenue projections to reflect a more difficult 
operating environment. We now expect revenue growth in 2009 of roughly 7% year 
over year and 11% in 2010. 

 

• We view the results to be a positive in the near term. While profitability has been 
enhanced significantly, we do see signs that top line growth is starting to stall. 
However, we feel the slower pace of growth is fully reflected in the current 
valuation. Emaar now trades at a 2009E PE of 4.2x. To reflect our lowered 
expectations and a higher cost of capital (reflecting a nearly 130 basis point increase 
in our regional risk free rate) We have adjusted our target price down to AED 11.22 
102% upside from current levels.  

 

 

 

 

 

(AED Millions) 2006A 2007A 2008E 2009E 2010E

Revenues 14,006     17,566     17,264     18,473     20,505     

Gross Margins 49.7% 37.8% 51.6% 47.0% 50.0%

EBIT 5,742       4,516       6,872       6,840       8,419       

EBIT Margin 41.0% 25.7% 39.8% 37.0% 41.1%

EBITDA 5,860       4,697       7,087       7,075       8,673       

EBITDA Margin 41.8% 26.7% 41.1% 38.3% 42.3%

P/BV 1.09         0.91         0.77         0.67         0.57         

EPS 1.07         1.08         1.19         1.33         1.61         

PE 5.22         5.16         4.66         4.18         3.45         

Cash Earnings/Share 1.02         0.98         1.04         1.24         1.52         

P/Cash Earnings 5.43         5.66         5.36         4.48         3.67         

Equity Data

Current Price (AED) 5.56

Target Price (AED) 11.22

Upside/downside 102%

12 Mo. Performance 11%

Market Cap. (AED bn.) 33.9

Enterprise Value (AED bn.) 38.3
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Emaar Properties 

Rating:  Outperform 
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Disclaimer: This report is not an offer to buy or sell nor a solicitation to buy or sell any of the securities mentioned within. The information and 
recommendations contained in this report were prepared using information available to the public and sources Al Mal Capital believes to be reliable. Al Mal 
Capital PSC does not guarantee the accuracy of the information contained within this report and accepts no responsibility or liability for losses or damages 
incurred as a result of investment decisions taken based on information provided or referred to in this report. Any analysis of historical facts and data is for 
information purposes only and past performance of any company or security is no guarantee or indication of future results. Al Mal Capital PSC, or its “related 
group companies” (which may include any of its branches, affiliates and subsidiaries) or any director(s) or employee(s) of the said companies, individually or 
collectively, may from time to time take positions or effect transactions related to companies mentioned in this report. Al Mal Capital PSC and its related 
group companies may have performed or seek to perform investment banking or any other financial or advisory services for the companies mentioned in this 
report. 
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