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Current Price*: AED 9.98
LT Fair Value : AED 16.7

Short-Term Rec.: Accumulate
Long-Term Rec. : Buy

* Signs of Stability From UAE: 1Q2009 consolidated net revenue, excluding in-payments but including
out-payments and discounts, came in at AED7,119 million (+1.0% Q-0-Q, +17.5% Y-0-Y), 3.8% below
our estimate. The company for the first time provided a geographical breakdown of revenue showing UAE
vs. international revenue. Revenue generated from the UAE was AED6,423 million, representing 87% of
the quarter’s total revenue, which was right in line with our estimate (1Q2009e: AED6,459 million). This
means that despite mobile and fixed-line quarterly subscriber additions in the UAE coming in significantly
below our estimates, usage was better than expected.

® But International Operations under Pressure: International revenue, which constituted 13% of the
quarter’s total revenue, includes the Egyptian (66% owned) and Afghani (100% owned) operations and
Atlantique Telecom’s (82% owned) African operations. Total international revenue were 26.0% below our
expectation at AED697 million.

¢ EBITDA Margin Misses Due to Start-Ups: Consolidated EBITDA margin for 1Q2009 was 64.6%, lower
than our estimated 65.8% which we believe is mainly due to higher operational costs at the start-up
operations’ (Egypt and Afghanistan) level. We calculate consolidated EBITDA in 1Q2009 at AED4,601
million, 5.5% below our estimate, due to both the lower-than-expected EBITDA margin and revenue.

®Income From Associates below Expectations, But Not Worrying: Income from equity-consolidated
associates came in at AED12 million (-66% Q-0-Q, -90% Y-0-Y), well below our estimate of AED80
million. These associates include mainly: Pakistan Telecommunication Company Limited (26% owned),
Etihad Etisalat (Mobily) in Saudi Arabia (27.4% owned), Etisalat Nigeria (40% owned) and Excelcomindo
in Indonesia (15.97% owned). We believe higher-than-expected start-up losses at the Nigerian operation
and weak performance at the Pakistani operation were the main reasons for this negative surprise.

* Depreciation and Amortisation Saved the Day: Depreciation and amortisation at AED486 million were
however significantly lower than our estimated AED707 million and lower than 4Q08a of AED755 million.
We believe this could be partly due to the effect of currencies devaluations during 4Q2008. Consolidated

earnings for 1Q2009 were AED2,178 million, right in line with our AED2,157 million estimate.

® Our Take on the Results: 1Q2009 results were, in our view, a mixed bag. The UAE operation, which
constitutes 85.5% of our estimated equity value for Etisalat, was in line with our estimates giving us a
breather. Results of international operations showed however more than expected weakness. That said
with Mobily, the second-biggest contributor to our valuation of Etisalat at 9.7%, delivering 4% better-
than-expected earnings, we are overall comfortable with the results. Etisalat currently trades at 8.3x
2009e earnings, a 9.8% discount to the average MENA 2009e P/E. The stock is not significantly off its
52-week low of AED7.75. While we do not believe the results are likely to spur any rallies (or any
concerns), we feel the defensive nature of telecoms, a relatively cheap valuation and dividend yield of 5-
6% will continue to generate interest in the stock.
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Figure 1: Etisalat’s Historical and Forecast Income Statement

KPIs (000's) 1Q08 4Q08 1Q09%a Y-o-Y Q-0-Q 1Q09%e Var.
Mobile Subs (UAE) 6,630 7,285 7,341 18.6% 0.8% 7,485 -1.9%
Mobile Additions 258 235 56 200

FL Subs (UAE) 1,330 1,364 1,349 2.2% -1.7% 1,369 -1.5%
FL Additions 137 4 (15) 5

Income Statement (AED mn)

Net Revenue 6,060 7,050 7,119 17.5% 1.0% 7,400 -3.8%
Total Costs (1,547)  (3,546)  (2,519) (2,533)

EBITDA 4,513 3,504 4,601 1.9% 31.3% 4,866 -5.5%
EBITDA Margin 74.5% 49.7% 64.6% 65.8%
Depreciation & Amortisation (590) (755) (486) (707)

EBIT 3,923 2,748 4,115 4.9% 49.7% 4,159 -1.7%
Margin 64.7% 39.0% 57.8% 56.2%

Net Interest Income (Expenses) (38) 83 122 63

Other Income (Expenses) I (55) - -

Associates 118 34 12 80

Earnings before Minority Interest 4,099 2,810 4,249 3.6% 51.2% 4,303 -1.2%
Minority Interest 174 65 159 59

Earnings before Taxes and Royalty Fees 4,274 2,876 4,408 3.1% 53.3% 4,361 1.1%
Deferred Taxes (29) (51) (52) (47)

Earnings before Royalty Fees 4,244 2,825 4,356 2.6% 54.2% 4,314 1.0%
Royalty Fees (2122)  (1,413). (2,178) (2,157)

Net Profit 2,122 1,413 2,178 2.6% 54.2% 2,157 1.0%

Source: Etisalat, EFG-Hermes estimates
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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..

DISCLAIMER
This Research has been sent to you as a client of one of the entities in the EFG-Hermes group. This Research must not be considered as advice nor be acted upon by
you unless you have considered it in conjunction with additional advice from an EFG-Hermes entity with which you have a client agreement.

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 have not independently verified such information and it may not be accurate or complete. EFG-Hermes does not
represent or warrant, either expressly or implied, the accuracy or completeness of the information or opinions contained within this report and no liability whatsoever
is accepted by EFG-Hermes or any other person for any loss howsoever arising, directly or indirectly, from any use of such information or opinions or otherwise
arising in connection therewith. 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 to the clients of EFG-Hermes and is intended for general information purposes only. It is not intended as an offer or solicitation or
advice 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.



GUIDE TO ANALYSIS
EFG-Hermes investment research is based on fundamental analysis of companies and stocks, the sectors that they are exposed to, as well as the country and regional
economic environment. Two investment ratings are offered for each stock, a Short-Term rating and a Long-term rating.

The Short-Term (ST) rating is based on the analyst's best expectations on the shorter-term price movements of the stock. Short-Term is defined as any time up to six
months of the rating being applied to the stock. While shorter-term drivers could include quantifiable facts and figures, the analyst may also consider non-
quantifiable issues such as the analyst’s view on investor sentiment, potential news flow on the stock or the sector, or other issues which could impact share price
movements.

The Long-Term (LT) rating is based on the percentage upside or percentage downside of the stock price to the analyst’s Long Term Fair Value (LTFV). Long Term is
defined as any time period beyond 1 year. The LTFV is based on the analyst’s current expectations of the equity fair value of the company on a per share basis which
is normally based on rigorous and fundamental long-term analysis of the company’s financial potential. Of course, any such analysis is based on the analyst’s
expectations for the future and are always considered estimates.

For both the Short-Term and Long-Term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms:

Rating % upside (downside)
Buy 25% and above
Accumulate 10 to 25%

Neutral (10%) to 10%

Reduce (10%) to (25%)

Sell (25%) or more downside

EFG-Hermes policy is to 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 stock 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 stock
immediately. However, if a stock has been outside of its longer-term investment rating range consistently for 30 days or more, the analyst will be encouraged to
review the rating.
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