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® FHtisalat reported Q3 2009 results which were overall weaker than Q2 2009 but

better than expected. Net income of AED 2,254mn (-6.7% qoq, +5.6% yoy, AED

0.31 per share) was 5.1% above our estimate of AED 2,145mn (AED 0.30 per
1sal share). Net income margins at 30.6% were slightly below of our estimate of 31.2%
Etisalat ® Revenue for the quarter weakened to AED 7.36bn, (-3.4% qoq, +11.1yoy), but was
Rating: Outperform 7.1% ahead of our estimates. UAE mobile subscribers increased to 7.44mn,
representing a net gain of 180,000 subscribers (+2.5% qoq, +5.5% yoy) in contrast
to a loss of 81,000 in Q2 2009 and our estimated net subscriber loss of 50,000.
However this does not appear to have translated into higher overall revenues,
implying that these net adds are replacing higher ARPU subs and/or weakness in
overseas subsidiaries. Fixed line subscribers continued to show a decline to 1.31mn,
(-1.5% qoq, -3.7% yoy) in line with expectations. UAE internet subscribers
continued to grow to reach 1.27mn (+3.3% qoq, +17.6% yoy).

Results Review Etisalat Q3 2009 Results

® Opex increased to 32.4% of revenue, higher on a qoq (30.5% of revenue) and yoy
basis (31.4% of revenue). As a result EBITDA margins weakened to 67.6% with
EBITDA of AED 4.9bn (-6% qoq, +8.3% yoy)

® Capex for the quarter increased to AED 1.85bn, (25% of sales) versus AED 1.39bn
in Q2 2009 (18% of sales) and AED 270mn in Q1 2009 (4% of sales).

® [Ftisalat’s balance sheet remains strong with cash and cash equivalents of
AED 12.82bn and total bank borrowings of AED 2.57bn. However we expect
Etisalat’s net cash position to decline over the medium term as it continues to
acquire and build up overseas operation. Etisalat announced that it has offered
AED 3bn for the right to operate Libya’s third license. The company is also looking
at opportunities in Morocco, Algeria, Syria, Iraq and Iran. Whilst we do not expect
Etisalat to win bids in all these markets, it’s intention to boost international
operation contribution to 30% by 2012 signals further sizeable acquisitions over the
medium term. We forecast Etisalat’s existing overseas operations will currently
contribute 23% of total revenue by 2012.

e FEtisalat’s Q3 2009 results are better than our forecasts and we remain positive on
the company. We maintain our Ouwsperform rating on the company, with a target
price of AED 17.11, giving 36.4% upside to the current price.
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. 2008A  2009E  2010E  2011E  2012E  2013E

Fimaar Square Revenues (AED mn) 26119 28640 30627 33327 36,087 38,03
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