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® We expect Etisalat to earn net profits of AED 2.25bn (AED 0.38 per share),
compated to AED 2.99bn qoq (AED 0.50 per share) and AED 1.80bn (AED
0.30 per share) yoy.

Research Note Etisalat 3rd Quarter Preview

Etisalat ® At first glance net earnings have declined 24.8% qoq, however this is due to
Rating: Outpetform Q2 2008 results including a profit of AED 1.8bn, from Etisalat’s stake
reduction in Mobily. Excluding this profit, underlying earnings for Q2 2008
were AED 2.02bn (AED 0.34 per share), resulting in underlying earnings
growth for Q3 2008 of 11.4%

® Revenue is expected to grow to AED 7.1bn, up 33.4% yoy and 11.4% qoq,
driven by increases in mobile, fixed and internet subscribers in the domestic
market as well as growth in mobile from overseas markets.

® In line with its strategy to continue with its overseas expansion Etisalat
purchased a 45% stake in Indian telecoms operator Swan Telecom, for US$
900mn. India is a highly attractive market, given rapid economic growth, large
population (1.1bn) and low penetration (20.8%, YE2007). With a slew on
recently issued pan-Indian licenses the market should become increasingly
competitive. Etisalat will be competing indirectly with STC, which has a stake
in Aircell, via its investment in Maxis.

e EBITDA margins are expected to remain flat for the quarter at 68.6%,
resulting in EBITDA of AED 4.86bn, from AED 3.90bn, yoy (+24%) and
AED 4.38bn, qoq (+11.4%). EBIT is projected at AED 4.15bn compared to
AED 2.89bn yoy and AED 3.69bn qoq.

® With the growth prospects of the company, its ability to generate cash and the
defensive nature of the sector we maintain our Outperform rating on Etisalat,
with a target price of AED 26.34, giving 63.1% upside to the current price.
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