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Share Holding Pattern as on 7 June 2016 

Key Updates 

 Rising demand in data segment to drive revenue 

growth, backed by aggressive marketing 

strategies and  new product offerings 

 Ooredoo aims to differentiate service quality 

and increase operational efficiency through 

digital transformation 

 Profit margins to expand owing to benefits 

arising from network modernization programme 

 Lower capex and increasing operating 

cashflows to enable Company to pay higher 

dividends 

Outlook & Recommendation 

We continue to hold a positive outlook on 

Ooredoo for the long term in view of its future 

growth to be driven by data segment and the 

Company’s strategies focused on improvement in 

operational efficiency through investments in 

technology upgradation.  

At the stock price of RO 0.760, Ooredoo trades at 

an EV to EBITDA of 4.5x and at a PE of 9.9 

based on expected earnings for the year 2016. We 

reiterate “Accumulate” rating for the stock and 

revise our target price to RO 0.820 per share 

based on our weighted average valuation matrix, 

implying an upside potential of 7.9% from the 

current price in the next 9 to 12 months. 

 

  FY14 FY15 FY16E FY17E 

P/E 10.8 10.1 9.88 9.21 

P/BV 2.06 2.14 2.07 1.90 

Adj. RoAE 19.7% 22.1% 22.5% 21.5% 

     

 

Key Ratios 

 

Qtel Mena 

Investcom 

S.P.C
55%

Others

45%

Relative Performance  

MSM Ticker ORDS 

Stock Price  (RO) 0.760 

Face Value (RO) 0.100 

52-wk High / Low Closing (RO) 0.804 / 0.612 

Equity Cap. (RO Mn) 65.094 

Market Cap. (RO Mn) 494.717 

 

 
MSM 30 ORDS ORDS over  MSM  

1 Month -2.19% -1.55% 0.63% 

3 Month 10.21% 9.20% -1.01% 

6 Month 6.99% 5.56% -1.44% 

12 Month -9.06% -3.55% 5.51% 

 

Movement of ORDS vs. MSM 30 Index 
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All figures in RO ‘000s 
Key Financials 

 

2014 2015 2016E 2017E

Revenue 226,653 252,080 267,349 280,717

EBTIDA 95,456 108,368 121,191 130,712

Adjusted net profit 37,886 45,733 50,082 53,700

Total equity 198,527 215,373 239,417 260,564

Source: Muscat Clearing & Depository 
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 Rising demand in data segment to drive revenue growth, backed by aggressive marketing 

strategies and  new product offerings 

 

Oman’s telecom sector continued to grow on the back of rising use of data and higher broadband 

penetration rates. With the increasing demand for data, Ooredoo’s mobile broadband customers 

increased by 9% y-o-y to reach 1.6 million at the end of Q1 2016 and fixed broadband users rose 

by 31% annually 76 thousand at the end of March 2016.  Company’s strategies focusing on 

growth through its investments in upgrading the network have enabled Ooredoo to improve its 

service quality, attract customers and thus generate higher revenues. Going forward, favorable 

demographics like growing population, large expatriate communities, educated youth and also 

increasing usage for smart phones is expected to increase demand for data, in turn driving 

revenue growth of Ooredoo.  The Company has acquired additional LTE (4G) 800/2600 spectrum 

which is expected to significantly boost the network capabilities, supporting customer additions 

in future. Also, the launch of fibre based home broadband (HBB) will continue to support growth 

in the fixed data segment.  

 

 Ooredoo aims to differentiate service quality and increase operational efficiency through 

digital transformation 

 

As the robust five-year network modernization programme coming to an end, the Company plans 

to shift its focus on information system modernization. The digital transformation will help the 

Company to offer new products and services, improve customer experience through better service 

quality and increase efficiency by boosting productivity and managing costs through the use of 

digital systems. The information system modernization programme is expected to be completed 

within two year period and the Company is currently in negotiation with banks for finance 

required for the same. 

  

 Profit margins to expand owing to benefits arising from network modernization programme 

 

As Ooredoo’s multi-year capex programme approaches its latter stage, the Company is expected 

to reap benefits of same in the coming years in form of high-speed network, better coverage, 

enhanced customer experience and savings in operational expenses. During the year 2015, 

Ooredoo completed its 5,500 km independent nationwide fibre network, resulting in savings in 

lease line and equipment sharing costs. The fiber optic infrastructure is likely to reduce operating 

expenses by RO 1.2 million annually, thus improving the profitability margins going forward. It 

will also enable the Company to offer services at more competitive rates. Ooredoo’s ongoing 

investment in international submarine cables and planned system modernization would also help 

to improve overall efficiency, supporting margin expansion in the long term. 

 

 

Key Updates 
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 Lower capex and increasing operating cashflows to enable Company to pay higher dividends 

 

As a part of the capital expenditure programme, Ooredoo has completed its second leg of fibre 

infrastructure connecting Muscat and Salalah and has successfully transferred all home 

broadband customers to 4G LTE network from WiMAX. The overall capex in the coming years 

is expected to be lower as the Company would only invest in maintenance and up-gradation of the 

existing network. Reduction capital expenditure would thus lead to improvement in operating 

cash flows. In our view, better cash flows post end of the investment program supported by 

higher earnings and low debt levels will enable the Company to pay higher dividends, even in the 

form of interim dividends in the coming years. 

 

 

 

 

Increase in topline driven by rising mobile and fixed data revenues  

Ooredoo’s revenues have been steadily increasing over the last quarters, mainly driven by growth in both 

mobile and fixed data business. The Company recorded a growth of 11.4% in its total revenues, from RO 

59.3 million in Q1 2015 to RO 66.1 million in first three months ended 31 March 2016. On a sequential 

basis topline grew marginally by 1.3% from RO 65.2 million reported in Q4 2015.   

 

 

 

 

 

 

 

Data segment continues to grow in terms usage and subscribers and is presently contributing about 48% 

to revenues for Ooredoo. Revenues from Home Broadband (HBB) rose with customer base exceeding 

75,000 at the end of March 2016, showing an increase of around 31% on a year-on-year basis. Rise in 

HBB customers is attributed to introduction of Superfast Fibre HBB plans, conversion of WiMax 

technology to 4G (LTE TDD) and 50% increase in Muscat HBB 4G network capacity. Mobile broadband 

customers also grew by 8.7% y-o-y, supported by increase in smart phone penetration to 79% across its 

mobile base, new data plans as well as modernization of network. 

Performance Overview - Three Months ending March 2016 

Source: Company Financials, Al Maha Financial Research 
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Improvement in profitability, backed by higher topline and improvement in operational 

efficiency 

Growth in revenues enabled Ooredoo to improve its bottom line on an annual basis despite increases in 

operating costs, depreciation and selling, general and administrative expenses. The Company recorded a 

growth of 18.4% y-o-y in net profit for Q1 2016 to RO 12.63 million for first quarter of 2016 as against 

that of RO 10.66 million recorded during the same period of previous year. On a quarter-on-quarter basis, 

net profit increased by an impressive 35.9% from that of the RO 9.30 reported for in the last quarter of 

2015.  

 
             Source: Company Financials, Al Maha Financial Research 

However, prudent management of costs as a result of fibre optic infrastructure and sea cables helped the 

Company to increase its efficiency. Ooredoo’s adjusted EBITDA increased to RO 31.6 million for the 

first three months of FY2016, recording a growth of around 18% both annually and sequentially. 

Adjusted EBITDA margin improved from 45.1% recorded in Q1 2015 to 47.8% for three months ended 

31 March 2016 while net profit margin increased from 18% to 19.1% during the same period.  

 

Leverage levels remain low 

Ooredoo’s leverage levels remained low with total debt to equity ratio of 0.31 as at the end of March 2016 

as compared to 0.39x a year ago. The leverage slightly increased as against debt to equity ratio of 0.24 as 

at the end of FY2015 as the Company signed new financing agreements worth RO 68 million in Q1 2016. 

The new funding will be used for investment in Ooredoo’s network and ongoing enhancement of services 

supporting business growth as well as for working capital requirements. The Company managed to secure 

the new facility mentioned above at competitive interest rates owing to strong balance sheet and healthy 

business performance.  

Capex declines, operating cashflows improve 

In line with the increase in topline, operating cashflows of Ooredoo rose by 13.5% from RO 28.2 milion 

in Q1 2015 to RO 32 million for the three months ended 31 March 2016. During the same period, capex 

reduced from RO 10.7 million to RO 7.9 million, further supporting the increasing cashflows. 
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Our revised valuation of Ooredoo is based on Dividend Discount Model (DDM) and Relative Enterprise 

Value (EV) to EBITDA methodologies.  

 

Dividend Discount Model (DDM) 
 

Ooredoo has a track record of making consistent dividend payments since its listing and is expected to 

pay higher dividends going forward on the back of increasing earnings. We have assumed a dividend 

payout of 65% over the coming years for our DDM valuation. 

 

Base Data    

Beta  1.12 

Risk Free Rate  4.50% 

Risk Premium 6.50% 

Cost of Equity  11.78% 

Dividend Payout Ratio 65% 

Terminal Growth 3% 

 

  2016E 2017E 2018E 2019E 2020E 

Dividend 0.050 0.054 0.063 0.070 0.077 

Discounted Cash Flows 0.047 0.045 0.047 0.047 0.047 

Primary Value 0.233 

    Terminal Value 0.908 

    Discounted Terminal Value  0.546 

    Equity Value per Share 0.779         

 

 

Based on the Dividend Discount Model, our revised fair value of Ooredoo is estimated at RO 0.779 per 

share. 

 

 

 

 

 

 

 

 

 

 

 

Valuation 

Figures in RO  
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Relative Enterprise Value to EBITDA  
 

We have considered historic five-year average EV to EBITDA multiple of Ooredoo as well as valuations 

of telecom companies in the GCC region for our relative EV to EBITDA methodology. 

 

 
 

 

Weighted Average Valuation Matrix: 

 

 

Company Country EV to EBITDA

Ooredoo Oman 4.12

Omantel Oman 5.10

Emirates Telecommunication Group Company (Etisalat Group) PJSCAbu Dhabi 9.43

Ooredoo Abu Dhabi 4.60

Saudi Telecom Saudi 5.98

Eithad Etisalat Saudi 10.71

Zain KSA Saudi 8.29

Emirates Integrated Telecom Dubai 5.05

Ooredoo Qatar Qatar 4.76

Bahrain Telecom company Bahrain 4.24

Zain Bahrain Bahrain 1.96

Average 5.84

Source : Bloomberg

Relative Enterprise Value to EBITDA 

Historic EV/EBITDA (5 year avg.) 4.32

Peer Group Average 5.84

Bench mark multiple 5.08

EBITDA (2016E) 121,191

Enterprise Value 615,947

Net Debt 54,839

Equity Value 561,108

Number of Shares 650,940

Equity Value Per share 0.862

Valuation Metric Weights Fair Value (RO)

Dividend Discount Model 50% 0.779

Relative Enterprise Value to EBITDA 50% 0.862

Weighted Average Fair Value 100% 0.820

Market Price 0.760

Up side 7.9%
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We continue to hold a positive outlook on Ooredoo for the long term in view of its future 

growth to be driven by data segment and the Company’s strategies focused on improvement in 

operational efficiency through investments in technology upgradation.  

At the stock price of RO 0.760, Ooredoo trades at an EV to EBITDA of 4.5x and at a PE of 9.9 

based on expected earnings for the year 2016. We reiterate “Accumulate” rating for the stock 

and revise our target price to RO 0.820 per share based on our weighted average valuation 

matrix, implying an upside potential of 7.9% from the current price in the next 9 to 12 months. 

 

 

 

 

 

 
Note: Net profit for the year 2015 adjusted for one-off provision. 

Source: Company reports, Al Maha Financial 

Forecasting Assumptions: 

1. Capital expenditure requirement is assumed at 20% of revenue for 2016 and 2017 and at 18% of 

revenues for the period FY2018 to FY2020. 

2. Finance costs are estimated at the rate of 4% for FY’16 and assumed to be steadily increasing 

thereafter. 

3. As increase in royalty fees is yet to be finalized, we have it assumed at 7% of the revenues for 

forecast period. 

4. Tax rate is assumed as 12% for the current year and 15% thereafter. 

 

 

 

 

2014 2015 2016E 2017E 2018E 2019E 2020E

Revenue 226,653 252,080 267,349 280,717 294,752 309,490 323,417

EBTIDA      95,456    108,368 121,191 130,712 140,993    151,039   160,290 

Adjusted net profit      37,886      45,733      50,082      53,700      62,617      70,253     77,536 

Earnings Per Share 0.058       0.070       0.077       0.082       0.096       0.108       0.119     

Total equity 198,527 215,373 239,417 260,564 288,276 317,828 349,699

Book value per share 0.305 0.331 0.368 0.400 0.443 0.488 0.537

Figures in RO '000s except per share data 

Outlook & Recommendation  

Revised Financials  
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Al Maha uses a three-tier rating system based on absolute upside or downside potential for all 

stocks under its coverage.  

 

"Buy": The share price to settle at or more than 15% above the current market price and we 

expect the stock to reach the target price in a 9 to 12 month time horizon.  

 

"Accumulate": The share price to settle between 5% and 15% above the current market price 

and we expect the stock to reach the target price in a 9 to 12 month time horizon. 

  

"Neutral": The share price to settle up to 5% above the current market price and we expect the 

stock to reach the target price in a 9 to 12 month time horizon.  

 

Definitions:  

 

"Time horizon": Our analysts make recommendations on a 9 to 12 month time horizon. In other 

words, they expect a given stock to reach their target price within that time.  

 

"Target price": This may be identical to estimated fair value per share, but is not necessarily 

the same. There may be very good reasons why a share price is unlikely to reach fair value 

within our time horizon. In such a case we set a target price which differs from estimated fair 

value per share, and explain our reasons for doing so.  

 

Please note that the achievement of any price target may be impeded by general market and 

economic trends and other external factors, or if a company’s profits or operating performance 

exceed or fall short of our expectations. 

 

 

 

 

 

 

 

 

 

 

 

 

Al Maha Rating System 
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DISCLAIMER: The research report has been prepared by Al Maha Financial Services LLC for private circulation amongst 

selected clientele for information purposes only and should not be construed as an offer to sell or the solicitation of an offer 

to purchase or subscribe any investment. This Report is not directed to, or intended to be used by, any person or entity who 

(or which) is a citizen of (or domiciled) in any jurisdiction where such distribution, publication, availability or use would be 

contrary to law or regulation or which would subject the company to any registration or licensing requirements within such 

jurisdiction. Al Maha Financial Services LLC will not be liable for any direct or indirect losses arising from the use thereof, 

and the investors are expected to use the information contained herein at their own risk. Al Maha Financial Services LLC 

and its affiliates including 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 companies mentioned herein or inconsistent with any recommendation and related information 

and opinions. Al Maha Financial Services LLC and its 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. 

 

The information contained in this report has been obtained from the sources believed to be reliable and in good faith, but 

which may not be verified independently. While utmost care has been taken in preparing the above report, Al Maha 

Financial Services LLC makes no guarantee, representation or warranty, whether expressed or implied, and accepts no 

responsibility or liability to its accuracy and completeness of the data, being provided. 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. The investments discussed in this report may not be suitable for all the investors. Investors 

must take their own decision based on their specific investment objectives and financial position, and using such 

independent advisors, as they believe necessary. Income from investments may fluctuate. The price or value of the 

investments, to which this report relates, either directly or indirectly, may fall against the interest of investors. This 

document is strictly for the use of recipients only. None of the material provided herein may be reproduced, rewritten, 

rehashed, published, resold or distributed in any manner whatsoever without the prior and explicit written permission of Al 

Maha Financial Services LLC. 

 


