
����� ����� �����

����
������	

��

��
������
����
������	
����
������	

�����������	


�
�� �
�� �
��
��
� ��
� ��
�
�
�� �
�� �
��
�
�� �
�� �
��
�
� �
� �
�
�
� �
� �
�
�
� �
� �
�
�
� �
� �
�

Aabar Petroleum Investments
1Q2007 Results

• Aabar reported 1Q2007 revenues of AED378.9 million, which were in line with our
expectations and mostly reflected the contribution of Aabar's E&P business Pearl (AED290.4
million) and in particular its 70%-owned Jasmine field. Drilling subsidiary Dalma's revenues
were also strong, up 34% to AED88.5 million.

• While higher than expected depreciation & depletion expenses were largely offset by lower
than anticipated exploration expenses, minority interests of AED32 million were higher than
expected, driven both by a step up in production and higher margins at Pearl's 70%-owned
Jasmine Field and lower margins at Pearl's other wholly owned subsidiaries. This, together
with margin weakness at Dalma, meant that attributable net income for the period came in
at AED2.0 million. 

• These first quarter results reflect the inherent nature of an E&P business, which is
characterised by volatility in revenues and costs, with fluctuations between quarters. Thus,
despite seeing lower than anticipated exploration expenses but higher than expected
depreciation & depletion and minority interests, at this stage we maintain our FY2007
forecasts.  

• We maintain our ST Buy/ LT Accumulate recommendation. Our ST Buy is driven by strong
forecast earnings growth of 104% in 2007, which will materialize in the rest of the year, and
we believe will be positively received by Aabar's investor base. However, we believe the long-
term uncertainties inherent in the E&P and drilling sectors warrant a more cautious LT
recommendation of Accumulate.

UAE | Oil and Gas 

ST Rec. : Buy
LT Rec. : Accumulate

Current Price*: AED 2.56
LT Fair Value : AED 3.22

22 May 2007

*As of 22 May 2007
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KINDLY REFER TO THE IMPORTANT DISCLOSURES AND DISCLAIMER ON PAGE 03.

Abid Riaz
+971 4 363 4005 
ariaz@efg-hermes.com

Sana Kapadia
+971 4 363 4007
skapadia@efg-hermes.com
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REVIEW OF FINANCIALS

A. 1Q2007 Results- In Line with Expectation

Revenues
Aabar reported 1Q2007 revenues broadly in line with our expectation at AED378.8 million
against AED65.9 million in the same quarter last year, reflecting the inclusion of Aabar's E&P
business; Pearl Energy. Aabar's drilling subsidiary, Dalma increased its rig count from 18 to 19
during the quarter, which helped to produce a 34% Y-o-Y increase in the top line number to
AED88.5 million. Meanwhile, Pearl's revenues were boosted by the significant increase in
production at its 70% owned Jasmine field in Thailand (February 2007), with Pearl's total
production going from 11,229 bopd to 17,275 bopd at the end of the first quarter. 

Table 1: 1Q2006 versus 1Q2007

Sources: Company finnacials and EFG-Hermes estimates 

Dalma
While Dalma has seen a strong increase in revenues of 34% Y-o-Y due to rig additions, its
operating profit disappointed with AED1.8 million vs. AED3.3 million a year ago. This
disappointment was due to a higher depreciation charge of AED24.8 million vs. AED12.2 million
last year, which reflects higher rig utilisation rates, coupled with higher operating costs
associated with the construction of rigs that have not yet come on stream. We expect
profitability to increase over the remainder of 2007 as three further new rigs are added to
Dalma's fleet and start to contribute. 

Analysis of Consolidated Income Statement
Depreciation & depletion of AED85.2 million for the quarter was higher on an annualized basis than
our full year forecasts, which aside from the higher number at Dalma, was due to i) the increased
production from Pearl's Jasmine field (depreciation is based on the units of production method), with
the higher depreciation charge reflecting higher production levels and ii) the fact that additional
reserves have not been booked in the financials due both to current ongoing exploration activity and
no commercial contracts having been attached to these reserves. This implies that existing (smaller)
reserves are depleted at a faster rate. We expect to see a decrease in the depreciation and depletion
charge in subsequent quarters as new reserves are added to Pearl's portfolio.
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An exploration charge of AED20.5 million was lower on an annualized basis than our full year
forecast, with the bulk of the exploration activity expected to occur from 2Q2007 onwards. In
particular, a series of seismic projects are scheduled to take place in Indonesia, Vietnam and
the Philippines over the remainder of the year, which means that exploration expenses will
increase substantially as we go through 2007.

Meanwhile, minority interests of AED32 million came in higher than we had expected, driven by
a step up in production and higher profitability than expected at Pearl's 70% owned Jasmine Field
together with lower profitability than expected at Pearl's other, wholly owned operations (Dalma
is 100% owned by Aabar and has no minorities). This, coupled with the variances in operating
expenses discussed above has meant that net income for the period came in at AED2.0 million.

Despite 1Q2007 earnings being lower than our expectations, at this early point in the year we
make no changes to our forecasts and wait for 2Q2007 results for a clearer picture of Aabar
and in particular its E&P business Pearl, which is at an early stage of its development.  

A further source of uncertainty is the level of oil prices: Our forecasts are based on an assumption
of an average oil price of USD56, with the current YTD average being USD61. Assuming all other
elements of our forecasts are held constant, a USD5 increase in our oil price assumption leads to
a 24% rise in our LT Fair Value, and an 18% increase to our earnings forecast in 2007. 
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DISCLAIMER
Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate
on a fundamental analysis of the company's future prospects, after having taken perceived risk into consideration. We have
conducted extensive research to arrive at our investment recommendations and fair value estimates for the company or
companies mentioned in this report. Although the information in this report has been obtained from sources that EFG-Hermes
believes to be reliable, we do not guarantee its accuracy, and such information may be condensed or incomplete. Readers
should understand that financial projections, fair value estimates and statements regarding future prospects may not be
realized. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change
without notice. This research report is prepared for general circulation and is intended for general information purposes only.
It is not intended as an offer or solicitation with respect to the purchase or sale of any security. It is not tailored to the
specific investment objectives, financial situation or needs of any specific person that may receive this report. We strongly
advise potential investors to seek financial guidance when determining whether an investment is appropriate to their needs.
No part of this document may be reproduced without the written permission of EFG-Hermes.

EFG-Hermes (UAE), Level 6, The Gate, West Wing, DIFC , P.O. Box 30727, Dubai - UAE
Tel: +971 4 363 4000 | Fax: +971 4 362 1170 | Website: www.efg-hermes.com
Bloomberg: EFGH | Reuters pages: .EFGS .HRMS .EFGI .HFISMCAP .HFIDOM

DISCLOSURES
We, Abid Riaz and Sana Kapadia hereby certify that the views expressed in this document accurately reflect our personal
views about the securities and companies that are the subject of this report. We also certify that neither we nor our spouses
or dependants (if relevant) hold a beneficial interest in the securities that are the subject of this report. 

EFG-Hermes Holding hereby certifies that neither it nor any of its subsidiaries owns any of the securities that are the subject
of this report. Funds managed by EFG-Hermes Holding and its subsidiaries for third parties may own the securities that are
the subject of this report. EFG-Hermes may own shares in one or more of the aforementioned funds or in funds managed by
third parties. The authors 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 they have no discretion.

The Investment Banking division of EFG-Hermes may be in the process of soliciting or executing fee earning mandates for
companies that are either the subject of this report or are mentioned in this report.


