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Investment Update

Investment Summary

•	 We published our last report on NMTC in July 2006, wherein we projected  total 
revenues of KD456.4mn, EBITDA of KD174.4mn and net profit of KD86.9mn 
for FY2006 while NMTC reported total revenues of KD428.4mn, EBITDA of 
KD172.8mn and net profit of KD73.2mn. 

•	 In a major development, Qatar-based Qatar Telecom (Qtel) acquired a controlling 
stake of 51% in National Mobile  Telecommunications Company (Wataniya) in 
March 2007. 

•	 The regulatory authorities in Iraq did not renew Asia-Cell’s GSM license after 
December 31, 2006. As a result the majority shareholders of Asia-Cell (a company 
incorporated in Cayman Islands) has filed for voluntary liquidation of Asia-Cell in 
the Grand Court of the Cayman Islands. On April 1, 2007, the company’s board of 
directors have resolved to discontinue its operations in Asia-Cell, Iraq with effect from 
January 1, 2007 and reclassify its investment in and advances to Asia-Cell as ‘assets 
held for sale’. In FY2006, Iraq operations contributed about 24.5% to Wataniya’s 
consolidated revenues and 27.2% to its net profit.  

•	 In March 2007, Wataniya increased its holding in Public Telecommunication 
Company (PTC) – Saudi Arabia from 47% to 55.61%. 

•	 Wataniya Palestine Mobile Telecommunications Company (WPT) , the company 
formed by Wataniya International  and the Palestine Investment Fund (PIF) will 
launch Palestine’s second mobile services company. Wataniya Telecom International 
– WTI (100% owned by Wataniya Telecom) is the company responsible for leading 
the pursuit of global expansion opportunities on behalf of the Wataniya Telecom 
group of mobile operations. Wataniya group offered JD251mn (KD101mn) for the 
license to build and operate mobile telecommunication service in Palestine. 
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•	 In FY2006, total active customers of Wataniya group increased to 9.992mn versus 
6.391mn during FY2005, registering an increase of 56%. Revenues for the 12-months 
grew to KD428.4mn, an increase of 40% compared to revenues of KD306.5mn 
reported for FY2005. EBITDA grew to KD192.1mn, an increase of 73%, resulting 
into an EBITDA margin of 44.8%. Its net profit for FY2006 increased by 38.6% to 
KD73.2mn as compared to KD52.8mn reported for FY2005.  

•	 During Q1-2007, Wataniya group’s revenue declined by 0.6% on y-o-y basis to reach 
KD91.8mn. Its EBITDA margin declined to 43.8% as compared to 44.6% in Q1-
2006. On the back of decline in margins, its EBITDA declined by 2.4% to KD40.2mn. 
During Q1-2007, it reported an income of KD11.2mn for realized gain on sale of 
investments held for trading, which significantly improved its bottom line by 130.9% 
to KD25.7mn as compared to KD11.1mn reported in Q1-2006. The impact closing 
down of Iraq operations is clearly visible in Q1-2007 financials, however, it is likely 
to be recovered with future growth of Wataniya Kuwait and other international 
operations. 

•	 NMTC has high growth potential telecom markets under its belt such as Kuwait 
and in Saudi it does not have any competitive pressure for its iDEN network. 
However, closing down of operations in Iraq will definitely have significant impact 
on its group performance. In Palestine, though it will be a second GSM operator 
and has good growth potential, the prevailing situation in the country is of major 
concern.  Therefore, for NMTC the year 2007 will be the year to be watched for with 
changeover in management, rolling out of new operations and the launch of HSDPA 
(High Speed Downlink Packet Access) network in Kuwait market.  

•	 Based on consolidation of the individual country operations, our sum-of-parts 
valuation estimates the fair value of NMTC’s stock at KD3.036, which is lower 
by 0.13% vis-à-vis the current market price of the stock. We, therefore, revise our 
recommendation on the stock from “BUY” to “HOLD”.

Table 1: NMTC at a Glance 
Price

(as on June 12, 2007)
Shares in issue

(in mn)
Market Cap.
(in KD mn)

52-week price 
range (KD)

KD3.04 458.2 1,393.0 3.14 / 1.78
Year Revenue Net Profit EPS Book Value ROAE P/E P/BV
 (KD’000) (KD’000) (in fils) (in fils) (%)
2008 E 412,701 87,475 181.0 727.4 26.0% 16.8 4.2
2007 E 388,519 75,077 152.6 664.1 24.4% 19.9 4.6
2006 A 428,426 98,088 159.7 584.4 29.6% 15.8 4.3
2005 A 306,495 42,923 121.1 521.0 24.6% 20.1 4.7

* Historical P/E & P/BV multiples pertain to respective year-end prices, while those for future years are based on 
market price in the Kuwait Stock Exchange as on June 12, 2007.  
Source: NMTC and Global Research estimates
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Exhibit 1: Share Price Performance Chart  

 

Source : KSE  & Global Research 
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Major Developments 

Qatar Telecom (Qtel) Bought Majority Stake in Wataniya
Qatar-based Qtel acquired a controlling stake in National Mobile  Telecommunications 
Company (Wataniya) in March 2007. Qtel now owns 51% of the share capital of 
Wataniya, acquired from Kuwait Projects Company Holding KSC (KIPCO) and other 
parties, as well as additional direct investments in its Algeria and Iraq operations, for a 
total cash consideration of US$3.8bn. 

Iraq Operations 
The regulatory authorities in Iraq did not renew Asia-Cell’s GSM license after December 
31, 2006. As a result the majority shareholders of Asia-Cell (a company incorporated in 
Cayman Islands) has filed for voluntary liquidation of Asia-Cell in the Grand Court of 
the Cayman Islands. On April 1, 2007, the company’s board of directors have resolved 
to discontinue its operations in Asia-Cell, Iraq with effect from January 1, 2007 and 
reclassify its investment in and advances to Asia-Cell as ‘assets held for sale’. 

The valuation of assets held for sale amounting to KD32.3mn and liabilities directly 
associated with assets held for sale amounting to KD6.4mn. Therefore, the net assets of 
Asia-Cell held for sale are of the value of KD25.9mn. However, in Q1-2007 results auditors 
have given their qualified remark with regard to valuation of the assets held for sale.

Iraq operations contributed about 24.5% to Wataniya’s consolidated revenues and 27.2% 
to its net profit.  

Increased holding in Public Telecommunication Company – Saudi Arabia
In March 2007, Wataniya increased its holding in PTC from 47% to 55.61%. Wataniya 
paid about US$18.53mn for this stake increase. As a result PTC, which was accounted 
for as an associate company, has been fully consolidated from the date Wataniya obtained 
controlling stake. 

Palestine Mobile License
Wataniya Palestine Mobile Telecommunications Company (WPT) , the company formed 
by Wataniya International  and the Palestine Investment Fund (PIF) will launch Palestine’s 
second mobile services company. It already signed a license agreement with the Ministry of 
Telecommunications and Information Technology in Palestine (MTIT). Wataniya Telecom 
International – WTI (100% owned by Wataniya Telecom) is the company responsible for 
leading the pursuit of global expansion opportunities on behalf of the Wataniya Telecom 
group of mobile operations. Wataniya group offered JD251mn (KD101mn) for the license 
to build and operate mobile telecommunication service in Palestine. 

As per the license conditions imposed by the Palestinian Ministry of Telecommunications 
and Information Technology, WTI is required to keep at all times 40% of the shareholding 
of WPT, 30% shall be held by the Palestinian Investment Fund (PIF) and 30% shall be 
held by the public. Since the public offering did not take place yet, which envisaged to 
take place within six months from the allocation of frequency, WTI will in the meantime 
owns 57% of the shares and the PIF owns 43%.  Once the public offering take place the 
percentage of WTI’s ownership shall be reduced to 40%. 
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Analysis of Country Operations in 2006 and Q1-2007

Kuwait: The year 2006 witnessed a growth of 11% in total subscriber base for GSM to 
reach 2.530mn customers, which indicates penetration rate of 79% on total population 
and 90% on addressable population. Mobile Telecommunication Company (MTC) leads 
the GSM segment in Kuwait with a market share of 58% whereas NMTC accounts for 
the rest of the market share i.e. 42% as there are only two GSM operators in the market. 

In GSM segment, the total customer addition in 2006 was 252,868. In 2006, MTC  gained 
larger slice of total market additions with a customer addition of 130,000 which helped 
it in maintaining its market share at 58%. NMTC increased its customer strength by 
122,868 customers. 

In Kuwait, out of the total subscriber base of 2.530mn as of Dec. 2006, 515,872 
customers (20%) were postpaid customers while 2,014mn (80%) customers were prepaid 
customers. MTC accounted for 74% of the total postpaid customers and 54% of total 
prepaid subscribers while NMTC accounted for 26% of total postpaid customers and 
46% of total prepaid customers. 

Exhibit 2: Market Segmentation
 

Source: Company Reports
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customers. It reported revenues of KD49.3mn and EBITDA of KD24.6mn, representing 
an EBITDA margin of 49.9% for Kuwait operations. Net profit from Kuwait operations 
increased significantly by 124.6% to KD28.3mn, which was mainly backed by gain of 
KD11.2mn realized on sale of investments available for sale.  

Iraq: The company’s Iraq operations under Asia-Cell increased its total customer base 
by 66% to 2.740mn. Iraq was predominantly a prepaid customer market for NMTC as 
there were only 50 postpaid customers and the rest were prepaid customers. For FY2006, 
Asia-Cell reported revenues of KD104.9mn, contributing 24.5% to total revenues of 
NMTC for the year. EBITDA was at KD61.1mn representing an EBITDA margin of 
58% for Iraq operations. In FY2006, Iraq operations turned the corner with a positive 
bottom line of KD49.7mn from a loss of KD7.0mn in FY2005. Out of the total profit of 
KD49.7mn, the net attributable profit to Wataniya Telecom for FY2006 was KD19.9mn, 
representing its 40% ownership in Asia-Cell. In 2006, Average ARPU declined by 20.9% 
to reach US$12.45.

As discussed earlier, Asia-cell has to windup its Iraq operations since the beginning of 
2007. 

Algeria: NMTC provides telecoms services in Algeria under the brand name of “Nedjma”. 
It more than doubled its subscriber base during 2006 to end the year with 2.991mn 
subscribers as compared to 1.475mn at the end of 2005. Out of the total subscriber 
base, 1.6% were postpaid customers while 98.4% were postpaid customers. Revenues 
for FY2006 were KD73.9mn, witnessed a growth of 75.1%, compared to KD42.2mn 
reported for FY2005. EBITDA was at KD15mn representing an EBITDA margin of 
20%.  It reported a net loss of KD16.8mn for FY2006 which reduced from KD19.8mn 
for FY2005. Out of the total loss of KD16.8mn, the net attributable loss to Wataniya 
Telecom for FY2006 was KD11.9mn, representing its 71% ownership in Nedjma. In 
2006, Average ARPU declined by 25.6% to US$9.7, which went down further in Q1-
2007 to US$8.3.

In Q1-2007, Nedjma’s customer base declined to 2.924mn subscribers. Nedjma reported 
revenues of KD22.8mn and a net loss of KD3.1mn for Q1-2007, out of which KD2.2mn 
was attributable to Wataniya Telecom.

Tunisia: NMTC operates under Tunisiana brand name in Tunisia. It closed the year 
with 3.069mn customers, registered a growth of 36%. Out of the total subscriber base, 
1.4% were postpaid customers while 98.6% were postpaid customers. For FY2006, 
Tunisiana reported revenues of KD67.0mn, contributing 15.6% to total revenues of 
NMTC for the year. EBITDA was at KD33.2mn representing an EBITDA margin of 
49.0%. In FY2006, Tunisiana witnessed a decline of 28.4% in revenues and 6.2% in 
EBITDA. However, despite decline in revenues and EBITDA its net profit from Tunisia 
operations increased by 46.7% to KD8.8mn. NMTC accounts for Tunisiana on the 
50% proportionate consolidation method. In Q1-2007, Tunisiana reported revenues of 
KD18.1mn and EBITDA of KD9.1mn, representing an EBITDA margin of 50.3%. The 
net profit of Tunisiana for Q1-2007 was at KD2.7mn. In 2006, Average ARPU declined 
by 10.2% to US$13.8, which went down further in Q1-2007 to US$12.8.
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Saudi Arabia: NMTC operates iDEN network under Bravo brand name in Saudi Arabia. 
In 2006, Bravo subscribers grew 600% over 2005 to reach 68,191. Out of the total 
subscriber base, 1.4% were postpaid customers while 98.6% were postpaid customers. It 
reported a net loss of KD8.6mn for FY2006 which reduced from KD4.1mn for FY2005. 
The net attributable loss to NMTC for FY2006 was KD4mn, representing its 47% 
ownership in Saudi venture. Bravo became subsidiary of NMTC from March 7, 2007, 
due to the increase in its shareholding to 55.61%. In 2006, Average ARPU declined by 
24.1% to US$35.6, which went down further in Q1-2007 to US$29.1.

At the end of Q1-2007, Bravo has achieved an active customer base of 75,507 subscribers. 
The net attributable loss to NMTC for Q1-2007 was KD1mn.

Maldives: Wataniya Telecom Maldives’ (100% owned by NMTC) ended the year 
2006 with a customer base of 55,362, added 5,200 customers in a year. Out of the total 
subscriber base, 4.6% were postpaid customers while 95.4% were postpaid customers. 
For FY2006, Maldives  operations reported revenues of KD4.1mn which increased from 
KD1.1mn in FY2005. Its EBITDA remained negative, however, it declined to KD0.5mn 
in FY2006 from  KD1.4mn in FY2005. It reported increased net loss of KD3.5mn in 
FY2006 from KD1.8mn in FY2005.  

In February 2007, Wataniya Telecom Maldives launched the Islands’ first fibre optic 
cable linking the nation island to the rest of the world. Total customers at the end of 
Q1-2007 increased to 56,534. For Q1-2007 it reported revenues of KD1.1mn and net 
loss of KD1.1mn, which entirely attributable to NMTC since its has 100% ownership in 
Maldives operations. 

Table 2: Countries of Operations and Customer base

Country Ownership
Total Customers  as of 

Q1-2007
Proportional 

Customers
Kuwait 100% 1,082,634 1,082,634
Tunisia 50% 3,112,278 1,556,139
Iraq 40% - -
Algeria 71% 2,923,905 2,075,973
Saudi Arabia 55.61% 75,507 41,989
Maldives 100% 56,534 56,534
Total 7,250,858 4,813,269

Source: Company Reports
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Financial Performance 

Group level Performance
In FY2006, total active customers of Wataniya group increased to 9.992mn versus 
6.391mn during FY2005, an increase of 56%. Tunisia, Algeria, Iraq, Kuwait, Saudi 
Arabia and Maldives operations constituted 30.7%, 29.9%, 27.4%, 10.7%, 0.7% and 
0.6% of total customer base respectively at the end 2006. 

Exhibit 3: Country-wise Customer Segmentation

 
Source: Company Reports

Revenues for the 12-months grew to KD428.4mn, an increase of 40% compared 
to revenues of KD306.5mn reported for FY2005. EBITDA grew to KD192.1mn, an 
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Outlook
The growth potential of the regional telecom sector can be gauged from some of the 
high-profile deals witnessed in the recent past. The third mobile license in Saudi Arabia, 
for example, exceeded expectations and topped the US$6bn, representing the highest 
amount paid for a license, on a per population basis, for any telecoms asset anywhere. 
Qtel’s acquisition of Wataniya is also considered as the largest telecom acquisition in 
the Gulf region. The awarding of the third mobile license to Etisalat, the UAE telecom 
operator for US$2.9bn, indicates the high confidence in the potential of the Egyptian 
telecommunication market. The industry experts are of the opinion that the Middle 
East’s telecommunications companies will spend an estimated US$30bn on acquisitions 
and licenses with some of the world’s largest deals taking place in the region. 

To finance such mega deals, telecom operators are opting for debt route. As per the 
industry estimates, telecom operators have raised more than US$14.7bn of debt in the 
first four months of 2007 to support expansion and acquisition strategies, which is more 
than that raised in entire 2006. Last year was also a record year for telecoms financing 
in the Middle East & Africa (MEA) region with more than $14.07bn of debt raised by 
regional telecoms operators for expansion and acquisitions.

With regard to NMTC, it has some of the high growth potential telecom markets under 
its belt such as Kuwait, in Saudi it does not have any competitive pressure for its iDEN 
network. However, closing down of operations in Iraq will definitely have significant 
impact on its group performance as its was accounting for 24.5% of its group revenues  
and 27.2% to its net profit. In Palestine, though it will be a second GSM operator and has 
good growth potential, the prevailing situation in the country is of major concern.  

Therefore, for NMTC the year 2007 will be the year to be watched for with changeover 
in management, rolling out of new operations and the launch of HSDPA (High Speed 
Downlink Packet Access) network in Kuwait market.   

Valuation and Recommendation:
We have used sum-of-parts valuation method for company’s operations in different 
countries. 

Table 3: DCF Summary Sheet
Country Operations Equity Value (in KD)  
Algeria (71% owned by NMTC)                   123,634,130 
Tunisia (50% owned by NMTC)                   231,893,133 
Kuwait - Wataniya (holding company)                   904,857,826 
Maldives (100% owned by NMTC)                       6,040,169 
Saudi Arabia (55.61% owned by NMTC)                      (4,502,763)
Palestine (40% will be owned by NMTC)                      (1,798,360)
Cash & Bank Balances (as of  Q1-2007)                   105,028,000 
Assets held for sale from Iraq operations (net)                     25,930,000 
Total Equity Value (KD)                1,391,082,134 
Number of shares outstanding (nos.)                   458,210,000 
Per share value (KD)                             3.036 

Source: Global Research

Based on consolidation of the individual country operations, our sum-of-parts valuation 
estimates the fair value of NMTC’s stock at KD3.036, which is lower by 0.13% vis-à-vis 
the current market price of the stock. We, therefore, revise our recommendation on the 
stock from “BUY” to “HOLD”.
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Fact Sheet
National Mobile Telecommunications Company

Ending Date: 2004 (A) 2005 (A) 2006 (A) 2007 (F) 2008 (F) 2009 (F) 2010 (F)

LIQUIDITY RATIOS

- Current Ratio  0.7  0.6  0.7  1.0  1.3  1.6  2.0 

- Quick Ratio  0.7  0.6  0.6  1.0  1.3  1.6  1.9 

- Cash Flow from Operations ratio  0.4  0.5  0.9  0.7  0.9  0.9  0.9 

PROFITABILITY ANALYSIS

- Gross Profit Margin 57% 61% 64% 65% 64% 63% 62%

- EBITDA to Revenues 37% 39% 40% 42% 43% 44% 45%

- Net Profit Margin      17% 17% 17% 18% 20% 22% 24%

- Return on assets      8% 8% 11% 9% 11% 12% 13%

- Return on Equity 27% 25% 30% 24% 26% 27% 28%

- Return on Common Capital 101% 121% 164% 153% 181% 208% 238%

ACTIVITY RATIOS

- Inventory Turnover Ratio 37 26 34 25 23 21 18

- Debtor turnover Ratio 9.4 10.2 15.1 10.1 9.6 9.1 9.0

- Creditors Turnover Ratio 1.4 1.0 1.8 1.8 2.2 2.1 2.1

LEVERAGE RATIOS

- Current Liability/ Equity 1.0 1.1 0.7 0.7 0.6 0.6 0.5

- Interest Coverage 8.7 13.1 11.0 8.7 10.6 12.9 15.3

- Cash from Operations to Debt 0.4 0.6 0.8 0.7 0.9 1.0 1.2

- Long term Debt to equity ratio 0.8 0.7 0.7 0.6 0.5 0.4 0.3

- Current Liability / Assets 0.3 0.4 0.3 0.3 0.3 0.3 0.3

- Net debt to EBITDA 1.9 1.1 0.8 0.7 0.1 -0.2 -0.6

RATIOS USED FOR VALUATION

- EPS  (fils) 91.7 121.1 159.7  152.6  181.0  208.3  238.3 

- Book Value Per Share (fils)  462.4  521.0  584.4  664.1  727.4  799.3  900.6 

- Price per share (KD)  1.733  2.438  2.520  3.040  3.040  3.040  3.040 

- P/E (x)  18.9  20.1  15.8  19.9  16.8  14.6  12.8 

- P/BV (x)  3.7  4.7  4.3  4.6  4.2  3.8  3.4 

Historical P / E & P / BV multiples pertain to respecitve year -end prices, while those for future years are based on closing 
prices on the KSE as of  June 12 2007.



The following is a comprehensive list of disclosures which may or may not apply to all our researches. 
Only the relevant disclosures which apply to this particular research has been mentioned in the table 
below under the heading of disclosure.

1.	 Global Investment House did not receive and will not receive any compensation from the company 
or anyone else for the preparation of this report.

2.	 The company being researched holds  more than 5% stake in Global Investment House.
3.	 Global Investment House makes a market in securities issued by this company.
4.	 Global Investment House acts as a corporate broker or sponsor to this company.
5.	 The author of or an individual who assisted in the preparation of this report (or a member of his/her 

household) has a direct ownership position in securities issued by this company.
6.	 An employee of Global Investment House serves on the board of directors of this company.
7.	 Within the past year , Global Investment House has managed or co-managed a public offering for 

this company, for which it received fees.
8.	 Global Investment House has received compensation from this company for the provision of 

investment banking or financial advisory services within the past year.
9.	 Global Investment House expects to receive or intends to seek compensation for investment banking 

services from this company in the next three month.
10.   Please see special footnote below for other relevant disclosures.

This material was produced by Global Investment House KSCC (‘Global’),a firm regulated by the Central 
Bank of Kuwait. This document is not to be used or considered as an offer to sell or a solicitation of an offer 
to buy any securities. Global may, from time to time,to the extent permitted by law, participate or invest in 
other financing transactions with the issuers of the securities (‘securities’), perform services for or solicit 
business from such issuer, and/or have a position or effect transactions in the securities or options thereof. 
Global may, to the extent permitted by applicable Kuwaiti law or other applicable laws or regulations, effect 
transactions in the securities before this material is published to recipients.
Information and opinions contained herein have been compiled or arrived by Global from sources believed 
to be reliable, but Global has not independently verified the contents of this document. Accordingly, no 
representation or warranty, express or implied, is made as to and no reliance should be placed on the 
fairness, accuracy, completeness or correctness of the information and opinions contained in this document. 
Global accepts no liability for any loss arising from the use of this document or its contents or otherwise 
arising in connection therewith. This document is not to be relied upon or used in substitution for the exercise 
of independent judgement. Global shall have no responsibility or liability whatsoever in respect of any 
inaccuracy in or ommission from this or any other document prepared by Global for, or sent by Global to 
any person and any such person shall be responsible for conducting his own investigation and analysis of the 
information contained or referred to in this document and of evaluating the merits and risks involved in the 
securities forming the subject matter of this or other such document.
Opinions and estimates constitute our judgment and are subject to change without prior notice.Past 
performance is not indicative of future results. This document does not constitute an offer or invitation to 
subscribe for or purchase any securities, and neither this document nor anything contained herein shall form 
the basis of any contract or commitment whatsoever. It is being furnished to you solely for your information 
and may not be reproduced or redistributed to any other person.
Neither this report nor any copy hereof may be distributed in any jurisdiction outside Kuwait where its 
distribution may be restricted by law. Persons who receive this report should make themselves aware of and 
adhere to any such restrictions. By accepting this report you agree to be bound by the foregoing limitations.
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PriceTickerRecommendation

HOLD NMTC.KW 3.040KD

Global Research: Equity Ratings Definitions 

Buy

Hold

Reduce

Sell

Global rating Definition

Fair value of the stock is >10% from the current market price

Fair value of the stock is between +10% and -10% from the current market price

Fair value of the stock is between -10% and -20% from the current market price

Fair value of the stock is < -20% from the current market price


