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e FEitisalat reported Q2 2009 results with net income after minority interests of
AED 2415mn (AED 0.34 per share) marginally above our estimate of AED
2,393mn (AED 0.33 per shate), representing net income and EPS increases of

. 10.9% qoq and a decrease of 18.1% yoy respectively. Net income margins at 31.7%

Etisalat improved from 30.6% qoq, having declined from 41.4% a year ago. However Q2

2008 results included a gain from the sale of a stake in Mobily, the exclusion of

which results in underlying net income growth of 17.3% yoy.

Earnings Update Etisalat Q2 2009 Results

Rating: Outperform

® Revenue for the quarter increased to AED 7.63bn, up 7.0% yoy and 7.1% qoq,
with UAE revenues growing 5.6% qoq and international revenues by 20.7% qoq.
The UAE still remains the main revenue contributor to the group (89.6% in H1
2009). UAE mobile subscribers decreased to 7.26mn, representing a net loss of
81,000 subscribers, a decrease of 1.1% qoq, we believe as a result of the impact of
population easing. Fixed line subscribers continued to show a decline to 1.33mn,
down 1.4% qoq. UAE internet subscribers continued to grow to reach 1.23mn, a
growth of 2.3% qoq. The H1 2009 decline in UAE revenue from mobile voice and
fixed line (down AED 213mn yoy) has however been more than offset by growth
in internet and data revenues (up AED 812mn yoy)

® Opex has been managed well, and at 30.5% of revenue, is lower both on a qoq
(35.4% of revenue) and yoy basis (31.4% of revenue).

® Capex for the quarter increased to AED 1.39bn, (18% of sales) versus AED 270mn
in Q1 2009 (4% of sales) and AED 901mn in Q2 2008 (16% of sales). A majority
of capex spend was incurred in the UAE in the FTTH network, which should lead
to revenue generation from triple play services in the latter half of the year.

® We view Etisalat’s Q2 2009 results as solid in the context environment, with top
and underlying bottom line growth both on a qoq and yoy basis. These results are
line with our forecasts and we remain positive on the company. We maintain our
Outperform rating on the company, with a target price of AED 17.44, giving 66.9%
upside to the current price.
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Disclaimer: This report is not an offer to buy or sell nor a solicitation to buy or sell any of the securities mentioned within. The information and
recommendations contained in this report were prepared using information available to the public and sources Al Mal Capital believes to be reliable. Al Mal
Capital PSC does not guarantee the accuracy of the information contained within this report and accepts no responsibility or liability for losses or damages
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report.



