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FY 2009 Results Flash

Outlook Neutral Oman Cables reported FY2009 sales revenue and net profit fell in line with our expectations. The company reported total sales revenue of RO 155.6 million,
and net profit of RO 6.6 million, without giving any further details it income statement components. The company has stated that the reported income includes
RO 100K pre operative loss incurred by the joint venture company Oman Aluminum Processing Industries Ltd. The surge in copper prices has helped the
company in reporting higher sales revenue during 4Q20009.

Key Figures (RO ,000)  2008A 2009A 2010E 2011E

Net Sales 304,377 155,474 245,075 316,465

Operating Profit 9.845 9.794 16.064  20.192  Sequential quarterly improvement in revenue; drop in capacity utilization: Lower prices for copper during the year coupled with lower demand and
’ ’ ’ ’ nt under utilization of th ’ ities h he 49% dent in sales reven mpared to FY2008 levels. H r, on ntial

EBITDA 11.772 11,782 18,123 20,192 subsequent under utilization of the company’s capacities have caused the 49% dent in sales revenue as compared to 008 levels. However, on a sequentia

quarterly basis, improvements are visible in the revenue growth trend. On a Q-0-Q basis the company was able to display revenue growth of 17%. Lower
Net Income 6,132 6,642 12,872 16,845 capacity utilization owing to a disruption in regional demand has caused the company to operate at 76% of FY2008 levels. Revenue growth for the company
for 2004-2008 has been robust at a CAGR of 70% driven mainly by copper prices and new capacities coming on stream. Lower capacity utilization during the
year under review was attributed to lower demand from the major regional customers. Domestic demand forms just about 40% of the company’s production

Key Ratios 2008A 2009E 2010E 2011E capacity, which necessitates it to depend more on regional and export markets for improvements in capacity utilization thereby achieving economies of scale.
NPM (%) 2.0% 4.3% 5.3% 5.3%
EBITDA Margin (%) 3.9% 7.6% 7.4% 6.4% Pr_o_duc_t certifigation from BASEC; seeking_more export markets: A poss_ible economic recovery ir! the regional markets_is expected to drive capac_ity
. utilizations to higher levels during FY2010. Higher copper prices along with improved capacity utilization are expected to drive the revenue growth going
Gross Margin (%) 5.5% 8.8% 94%  10.3%  forward. Oman Cables has been continuously expanding its target markets by way of establishing its presence in different regions. During FY2009 the
company obtained product certification from British Approvals Service for Cables, United Kingdom which is expected to expand its export potential.
Valuation 2008A 2009E 2010E 2011E . . : . : . : : -
Infrastructure projects to create demand: The governments in the region are going ahead with their commitment towards infrastructure and utility sector
EPS (RO) 0.068 0.074 0.143 0.188  spending. We expect this to have a favourable impact in the demand for products from Oman Cables. The company’s products are highly in demand towards
P/E(X) 22.15 20.45 10.82 8.06 the completion stages of infrastructure projects; we have earnings visibility for fairly good term of 3 years. Competition for its products is expected to intensify
BVPS 0351 0.450 0518 0616 as a result of demand destruction in UAE and subsequent excess capacities created from regional players. The major threat to our earnings forecast model
' ' ' ' would be a crash in copper and aluminum prices which can detrimentally affect the revenue and subsequently on margins. The working capital intensive
P/BV/(x) 4.31 3.36 3.00 2.46 business model exposes the company to interest rate risks. We see that the company is consciously trying to deleverage its balance sheet and consequently
reducing the interest burden.
Basic Details o . . . .
FY2010 revenue to show 58% growth: With average copper price assumption of USD 5800 during the year and demand growth of 20%, we estimate the
Market Price (RO) 1.552 52Wk high (RO) 1.780  parent company revenue to reach at RO 211 million towards the end of FY2010. With the commencement of operation from the aluminum plant in Sohar
Shares O/S (,000) 89,700 52Wk low (RO) 0.315 during the first quarter of the year, our models suggest the group revenue to reach RO 245 million in FY2010. With the help of efficient cost reduction
Market Cap (RO ,000) 139,214 YTD Change -9.50% strategies, we are anticipating the company to achieve net profit of RO 12.87 million resulting in an EPS of RO 0.143.
Bloomberg OCAI OM Earnings growth priced in, trading at premium to regional peers; Outlook - Neutral: Historically the shares of Oman Cables have been traded at a
MSM Ticker OCAI premium to its reported earnings. The shares are trading at 20.5X its FY2009A earnings, which looks a lot stretched. However, we feel that the market is
Reuters OCAB.OM pricing in the company’s earnings potential during the current fiscal. At current valuations, the company’s shares are trading at 10.8X and 8.1X its FY2010E
: and FY2011E earnings. On a peer group level valuation, the shares are being traded at a premium to other regional cable manufacturing companies. Owing to
the high valuation among peers, we keep a neutral stance on the outlook on the shares of Oman Cables.
Market Cap PER EV/EBITDA Major concerns
Peer group valuation Commodity price fluctuation: Oman Cables is exposed to vagaries of copper price movements. The company has stated that it

USDmn | 2009A 2010 2011E | 2009A 2010E 2011E normally has a back to back hedging mechanism in place. However, the copper price fluctuations would affect the absolute revenue

Oman Cables 362 | 2045 1055 8.06| 132 8.6 7.7 earned by the company and subsequently on margins.

El Sewedy Cables 1780 131 10.4 72| 126 9.2 6.2 Competition from unorganized players and overcapacity among the regional cable manufacturers leading to slow revival in capacity
Saudi Cable Company 502 | 10.1 8.1 74| 102 7.9 7.2 utilization levels.

Average 11.9 9.5 73| 116 8.7 6.8 |ower than expected sales could also impact Oman Cables adversely. Oman Cables is dependent on the real estate and infrastructure
Omar_1 Cables_ 7904 11% 10% 14% 1% 13% sectors to a large extent and while these sectors have sh_own signs of a rt_avwal, its sustainability Ia_rgely depends on the level of crude_0|l
Premium / Discount revenue gained by governments. Any delay in execution of these projects would have a negative impact on the revenue generating

potential of the company
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose possession this document may come are required to observe these
restrictions. Opinion expressed is our current opinion as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this document. While we endeavor to update on a reasonable basis the information discussed in this
material, United Securities, its subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors
and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every effort is made to ensure the accuracy and completeness of information
contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use the information as the basis for any claim, demand or cause of action. Recipients of this material should rely on their own investigations and take
their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and
should consult their own advisors to determine the merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance.

United Securities LLC, and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of the companies mentioned herein or engage in any other transaction
involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. United Securities LLC and
affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in the past.
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