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Q2 2009 results - Above expectations

Etisalat achieved strong operating results during Q2 2009. Both revenue and margins
for the quarter outperformed our expectations as the Company continued to grow its
international operations and sustained revenue from the UAE markets despite the
demographic headwinds relating in the outflow of expatriates and probable loss of
subscribers to Du. Revenues grew 7.1% g-0-q and 7.0% y-o-y to AED 7.63bn, beating
our expectation of AED 7.01bn. Moreover, Etisalat expanded its operating margins by
effectively managing its costs. Meanwhile, the Company has indicated that it will
continue to expand the Fiber-to-the-Home (FTTH) network across the UAE in the coming
quarters. On the international front, the Company has withdrawn its proposed
investment plans in Iran but remains committed to its operations in other geographies,
expecting to increase its total subscribers from 89 million to 100 million in 2010.

Result Highlights

Revenue: Etisalat reported better-than-expected revenue growth for Q2 2009. Its
revenue grew at 7.1% g-0-q and 7.0% y-o0-y, compared to our negative growth estimates
of 1.5% g-0-q and 1.6% y-o-y. International business contributed significantly to this
performance—revenue from the International segment increased 66.8% y-o-y for
Q2 2009 as the Company continued to expand its subscriber base internationally. The
company was able to grow its UAE operations by 2.3% y-0-y despite of the decrease in
the number of mobile and fixed line subscribers.
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Subscribers: Etisalat lost both mobile and fixed-line subscribers in the UAE during the
quarter due to the drop in expatriate population and du’'s aggressive tariff strategy,
probably leading to churn of the Company’s low-end subscribers. As a result, Etisalat’s
mobile and fixed-line subscribers decreased by 81,000 and 19,000, respectively.
However, Internet subscribers increased to 1.23 million from 1.20 million in Q1 2009.

Operating profit: Etisalat’s operating profit and margin increased by 14.5% y-o-y and
2.1% pts y-0-y to AED 2.41bn and 31.6%, respectively. This was attributable to the
various cost management initiatives coupled with the scaling up of the international
operations.

Net profit: Net profit margin fell 9.7% pts y-0-y mainly because of a significant gain of
AED 891.8mn (after royalty) from the stake sale in Mobily during Q2 2008. However,
the net profit margin adjusted for this exceptional item improved by 2.8% pts.

Quarterly Performance Q2 2008 Q1 2009 Q2 2009 q-0-q y-0y Q2 2009 Variance
(AED mn) (A) (%) (%) (E) (A-E)/E (%)
Net Revenue 7,128 7,119 7,625 7.1% 7.0% 7,013 8.7%
EBIT®? 2,102 1,949 2,407 235%  14.5% 2,003 20.2%
EBIT Margins 29.5% 27.4% 31.6% 28.6%

PAT 2,949 2,178 2,415 10.9% (18.1%) 2,102 14.9%
PAT Margins 41.4% 30.6% 31.7% 30.0%

Per Share Data (AED)
EPS 0.41 0.30 0.34 10.9% (18.1%) 0.29 14.9%

Subscribers (In mn)

Fixedline 1.35 1.35 1.33 (1.4%) (1.5%) 1.35 (1.5%)
Mobile 6.83 7.34 7.26 (1.1%) 6.3% 7.31 (0.7%)
Internet 1.02 1.20 1.23 2.3% 20.6% 1.22 0.8%

Source: Company data, ADCB research
' We have taken numbers for Q2 2008 from the filing of Q2 2009.

@ Royalty payment on stake sale in Mobily is adjusted in other income for Q2 2008. ETISALAT Q2 2009

ADCB Wealth Management Group | Research | +97126973525 | ADCBresearch@adcbh.com




NESEV N TV TN I

ADCB4

Investment Ratings:

Buy: More than 15% potential return. We recommend that investors buy the stock based on the annualised
return to the shareholders over 6-24 months time horizon (percentage change from current price to the
projected target price).

Sell: Negative potential return. We recommend that investors sell the stock based on the annualised return to
the shareholders over the 6-24 months time horizon.

Hold: Between O and 15% potential return. We take a neutral view on the stock over the 6-24 months period.

Other Disclosures:

Abu Dhabi Commercial Bank (ADCB) publishes independent research based on its own opinions and does not
have investment banking relationships with any firm whose security is mentioned in this report. ADCB does,
however, hold securities of the firm mentioned in this report through its fund management activities. If you
choose to use the information in this report, you do so on your own initiative, and you are responsible for
compliance with any applicable local laws.

ADCB certifies that no part of the research analyst’s compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or view expressed in this research report.

The information and opinions in this report were prepared by employees of ADCB and are current as of the
date of the report. The information contained herein has been obtained from sources that they believe to be
reliable, but ADCB does not guarantee its accuracy, adequacy, completeness, reliability, or timeliness.
Moreover, it is not responsible for any errors or omissions or for the results obtained from the use of such
information. All opinions and estimates included in this report are subject to change without notice. ADCB will
furnish, upon request, available investment information supporting this recommendation. This report is
intended for qualified customers of ADCB.

This research report provides general information only. Neither the information nor any opinion expressed
constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment or any
options, futures or derivatives related to such securities or investments. It is not intended to provide personal
investment advice and it does not take into account the specific investment objectives, financial situation and
the particular needs of any specific person who may receive this report. Investors should seek financial advice
regarding the appropriateness of investing in any securities, other investment or investment strategies
discussed or recommended in this report and should understand that statements regarding future prospects
may not be realised. Investors should note that income from such securities or other investments, if any, may
fluctuate and that price or value of such securities and investments may rise or fall. Accordingly, investors may
receive back less than originally invested. Past performance is not necessarily a guide to future performance.
Any information relating to the tax status of financial instruments discussed herein is not intended to provide
tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on their
particular circumstances from an independent tax professional. Foreign currency rates of exchange may
adversely affect the value, price or income of any security or related investment mentioned in this report. In
addition, investors in securities such as ADRs, whose values are influenced by the currency of the underlying
security, effectively assume currency risk.

To the fullest extent permitted by law, neither ADCB nor any of its employees will be liable to you or anyone else

under any tort, contract, negligence, strict liability, products’ liability, or other theory with respect to this
presentation of information. You may not redistribute this report without explicit permission from ADCB.
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