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 Downgrade to Neutral Following Recent Rally 
DP World delivered a solid 1H2010 performance, and we expect the volume growth 
momentum to accelerate in 2H2010 as it benefits from seasonal trade flows and new 
capacity expansion. Going forward, the 3Q2010 trading update and news of DP World’s 
London listing in 2011 should act as positive catalysts. However, the stock enjoyed a 
strong rally in recent weeks (+c20%) and is therefore likely to pause for breath. 
Furthermore, our unchanged fair value (FV) of USD0.56/share implies 12% upside 
potential. Consequently, we downgrade our rating on the stock to Neutral from Buy. 

 1H2010 Numbers In Line 
DP World’s 1H2010 numbers came in line with our as well as market expectations. 
Revenues rose by 5% Y-o-Y to USD1,455 million, marginally ahead of our expectation. 
EBITDA came in at USD580 million, 2% ahead of our estimate, while net income was 
4% ahead of our forecast at USD164 million due to lower-than-expected tax charges.  

 Current Trading is Positive 
The momentum in volume rise continued with 1H2010 like-for-like throughput growth 
coming in at 10%, accelerating from 7% in 1Q2010. Management stated that July 2010 
volumes were also ‘strong’, which bodes well for the short-term outlook. Additionally, 
Australia and Asia continue to perform strongly, the UAE is picking up after a slow start, 
and Europe is showing some signs of recovery. 

 Downgrades to Bottom Line due to Non-Operational Items 
Despite the better-than-expected 1H2010 volume figures (7% versus our 5%), we leave 
our revenue and EBITDA forecasts broadly unchanged until 3Q2010 trading patterns 
become clearer, particularly in the higher margin UAE region. However, we lower our 
2010 and 2011 net income estimates by 12% and 16%, respectively, due to higher 
depreciation, tax and minority interest charges. Overall, we believe that our top line 
forecasts are conservative. However, we remain conservative in the meantime. 

Redwan Ahmed 

+971 4 364 1905 

rahmed@efg-hermes.com 
 

STOCK DATA  

Price USD0.50*

Fair Value USD0.56

Last Div. / Ex Date USD0.0082 on 30 Mar 10

Mkt. Cap / Shares (mn) USD8,300 / 16,600

Av. Mthly Liqdty (mn) USD93

52-Week High / Low USD0.58 / USD 0.32

Bloomberg / Reuters DPW DU / DPW.DI
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KEY FINANCIAL HIGHLIGHTS 

December Year End (USD mn) 2009a 2010e 2011e 2012e

Revenue  2,821 3,012 3,309 3,505 

EBITDA  1,072 1,206 1,394 1,496 

Net Income  295 311 365 416 

EPS (cents) 1.78 1.88 2.20 2.51 

DPS (cents) 0.82 0.84 0.99 1.13 

 

P/E* (x) 28.1 26.7 22.7 19.9

EV/EBITDA (x)  15.1 13.4 11.6 10.8

ROE 4% 5% 5% 6%

P/CF* (x) 14.5 9.7 7.8 7.2

Div. Yield 1.6% 1.7% 2.0% 2.3%

Net Debt  5,059 5,465 5,379 5,212 
 

*Prices as at 23 August 2010 

Source: EFG Hermes estimates 
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1H2010 RESULTS REVIEW 

Revenues in 1H2010 grew by 5% to USD1,455 million, marginally below volume growth of 
7%. Sales growth was held back by lower storage revenues (down 1%) and weaker non-
container revenues (down 4%). In contrast, container revenues grew by 13% during the period, 
indicating that the core business bounced back strongly. The decline in non-container revenues 
has halted, and with weaker comparables for 2H2010, we expect to see revenue growth 
climbing ahead of volume growth. 

In the regional mix, Europe, Middle East and Africa revenues fell by 1.6% Y-o-Y, mainly due to 
weaker non-container revenues in the UAE. Australia and the Americas (mainly Australia) 
rebounded strongly by delivering exceptional growth (more than 30%) during 1H2010. 
Reported revenues in Asia Pacific and the Indian subcontinent declined by 15%; however, this 
was due to the transfer of ATI Manila to JV and associates from fully consolidated terminals. 
Excluding this adjustment, like-for-like revenues would have risen by more than 10% in 
1H2010. 

Adjusted EBITDA rose by 8% to USD580 million as the group continued to cut costs. Overall, 
USD42 million of costs were taken out in 1H2010. JV and associate income almost doubled on 
the back of strong growth in Asia. 

Depreciation and amortisation charges rose by 16% as new terminals joined the portfolio. Net 
Interest costs grew by 10% as net debt grew to USD5,365 million, up from USD4,792 million 
in 1H2009. Overall, 1H2010 PBT came in at USD219 million, some 4% ahead of our estimate. 

The tax charge fell by 58% due to an adjustment in deferred tax liability in India. The tax 
charge in FY2010 is likely to be around USD40-45 million. 

The strong growth in JV and associates meant that minority interest charges rose significantly 
and came in ahead expectation. Overall, underlying net income came in at USD164 million, 
3.6% ahead of our estimate. 

1H2010 numbers in line

Australia and Asia 
continue to drive 

revenue growth
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FIGURE 1: 1H2010 ACTUAL VERSUS FORECASTS  
In USD million, unless otherwise stated 

 1H09a 1H10a Y-o-Y 1H2010e Vs. Forecast

Volume TEUs 12.3 13.2 7% 12.8 3%

Revenue 1,384 1,455 5% 1,436 1%

Europe, Middle East and Africa  867 853 -2% 894 -5%

Australia and Americas  268 389 45% 276 41%

Asia Pacific, Indian Subcontinent 249 212 -15% 266 -20%

  

EBITDA (Adjusted) 535 580 8% 568 2%

Depreciation & Amortisation (188) (217) 16% (188) 16%

Net Finance Costs (131) (144) 10% (171) -16%

Profit before Tax 216 219 1% 209 4%

Other Items (Exceptional Items) 0 13 N/M 0 -

Tax (29) (12) -58% (28) -57%

Effective Tax Rate 13.3% 5.5% -58% 13.5% -59%

Profit after Tax (Headline) 188 206 10% 181 14%

Profit after Tax (Reported) 188 219 17% 181 21%

Minority Interest 12.4 42.6 N/M 22.8 87%

Net Income (Reported) 175 177 1% 158 12%

Underlying Earnings 175 164 -7% 158 4%

Underlying EPS (in cents) 1.06 0.99 -7% 0.95 4%
 

Source: DP World, EFG Hermes estimates 

 
CHANGES TO OUR ESTIMATES 

Overall, we lower our FY2010 and FY2011 net income forecasts by 12% and 16%, 
respectively, due to higher depreciation, tax and minority interest charges. Management 
indicated that depreciation charges are likely to rise due to the addition of new capacity. 
Additionally, the average tax rate is likely to rise to 16-19% as the group generates more of its 
revenues from higher tax regions (outside of UAE). Furthermore, stronger growth in JV and 
associate ports, mainly Asia, means that minority interest charges will likely increase 
substantially.  

Given the above, we adjust our forecasts accordingly. We also tweak our revenue and EBITDA 
forecasts, which we believe remain conservative. We suspect that there is room to upgrade our 
volume and revenue growth estimates, which should filter through to the bottom line and 
make up for most of the shortfall from the above downgrade. However, given the fragile state 
of the global recovery, we will refrain from making material changes until the 3Q2010 trading 
picture, particularly in the higher margin UAE regions, becomes clearer.  

Downgrade FY2010 and 
FY2011 EPS by 12 and 

16% respectively
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FIGURE 2: CHANGES TO FY2010 AND FY 2011 ESTIMATES  
In USD million, unless otherwise stated 

 2010e
(Old)

2010e 
(New)

Variance 2011e 
(Old)

2011e 
(New)

Variance

Volume TEUs 26.7 27.1 1% 28.2 28.7 2%

Y-o-Y Growth 4.9% 6.4%  5.3% 5.8%

Revenue 3,022 3,012 0% 3,266 3,309 1%

Europe, Middle East and Africa  1,874 1,776 -5% 1,975 1,925 -3%

Australia and Americas  600 794 32% 678 867 28%

Asia Pacific, Indian Subcontinent 548 443 -19% 613 517 -16%

   

EBITDA (Adjusted) 1,203 1,206 0% 1,356 1,394 3%

Depreciation & Amortisation (393) (438) 12% (443) (464) 5%

Net Finance Costs (341) (332) -3% (359) (367) 2%

Profit before Tax 469 436 -7% 553 563 2%

Other Items (Exceptional Items) 0 13   

Tax (67) (40) -40% (66) (93) 40%

Effective Tax Rate 14% 9% -35% 12% 17% 38%

Profit after Tax (Headline) 402 396 -2% 487 470 -3%

Profit after Tax (Reported) 402 408 2% 487 470 -3%

Minority Interest 49 84 73% 52 105 100%

Net Income (Reported) 353 324 -8% 434 365 -16%

Underlying Earnings 353 311 -12% 434 365 -16%

Underlying EPS (in cents) 2.13 1.88 -12% 2.62 2.20 -16%
 

Source: EFG Hermes estimates 

 

Going forward, we believe that the 3Q2010 trading update (likely in October 2010) and news 
of global port volumes will drive the shares in the short term. As we previously mentioned, July 
2010 trading was strong. Should the momentum continue, we are likely to see consensus 
upgrades to top line estimates. Furthermore, as we approach 2011, focus will shift to the 
company’s London listing after the reporting of FY2010 results, which remains an important 
milestone for the group. A London listing is likely to improve liquidity in the stock and attract a 
new investor base. Furthermore, it could be an opportunity for DP World’s parent company, 
Dubai World, to sell down some of its stock, which could act as an additional positive catalyst. 

Overall, DP World remains a play on the global recovery of trade volumes, which appears to be 
gathering momentum on a monthly basis. The group is highly exposed to emerging market 
economies and should grow faster than the market. 

However, with the above in mind, it is worth stating that the stock rallied by almost 20% in 
the last month and is likely to pause for breath in the short term. Additionally, the shares now 
trade at 12% below our unchanged fair value (FV) of USD0.56/share. Consequently, we 
downgrade our recommendation to Neutral from Buy.  

 

Trading statement and 
London listing to be

positive catalysts, but 
shares likely to be range-

bound after recent rally 
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DISCLOSURES 
I, Redwan Ahmed, hereby certify that the views expressed in this document accurately reflect my personal views about the securities and companies that are the 
subject of this report. I also certify that neither I nor my spouse or dependants (if relevant) hold a beneficial interest in the securities that are traded in the UAE 
stock exchanges. Funds managed by EFG Hermes Holding SAE and its subsidiaries (together and separately, "EFG Hermes") 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. 

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. 

Effective 16 December 2009, EFG Hermes changed its investment rating approach to a three-tier, long-term rating approach, taking total return potential together 
with any applicable dividend yield into consideration. 

In special situations, EFG Hermes may assign a rating for a stock that is different from the one indicated by the 12-month expected return relative to the 
corresponding fair value. 

For the 12-month long-term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms: 

Rating    Potential Upside (Downside) % 

Buy    Above 15% 

Neutral    (10%) and 15% 

Sell    Below (10%) 

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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No part of this document may be reproduced without the written permission of EFG Hermes. The information within this research report must not be disclosed to 
any other person if and until EFG Hermes has made the information publicly available. 

Background research prepared by EFG Hermes UAE Limited. Report prepared by EFG Hermes Holding SAE (main office), Building No. B129, Phase 3, Smart Village, 
KM 28, Cairo-Alexandria Desert Road, Egypt 12311, Tel +20 2 35 35 6140 | Fax +20 2 35 37 0939 which has an issued capital of EGP 1,939,320,000. 

Reviewed and approved by EFG Hermes KSA (closed Joint Stock Company) which is commercially registered in Riyadh with Commercial Registration number 
1010226534, and EFG Hermes UAE Limited, which is regulated by the DFSA and has its address at Level 6, The Gate, DIFC, Dubai, UAE. The information in this 
document is directed only at institutional investors. If you are not an institutional investor you must not act on it. 
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