
 
 
ZAIN GROUP     CP: 0.67        FV: 0.80          Rating: Accumulate 
 
Zain Group reported profits of KWD 61 mn in Q2-13, a 12% beat vs. our estimate, and in line with the 
median Bloomberg consensus of KWD 60 mn, respectively. We predict that the beat is not related to 
underlying performance as our EBITDA estimate is closely in-line, and hence we await management 
clarification in this regard. Our analysis is based on Q-o-Q comparisons given their higher coherency, 
as Q2-12 doesn’t reflect the Sudanese currency devaluation. Net profits grew 16% Q-o-Q, amid 3% 
improvement in revenues, and 7% in nominal EBITDA, respectively. We re-rate to Accumulate from 
Hold, post the weakness witnessed in the stock performance, and given that the current price warrants 
a good entry point.   

 
 Revenues in-line with estimates: Quarterly revenues increased 3% to reach KWD 313 mn. Zain recorded 

good customer growth across the board, with specific emphasis on growth in data revenues that recorded 19% 
increase post substantial investment in expanding and upgrading 3G and 4G networks across their markets, 
and currently comprise 13% of the group’s revenues. Data is a crucial area for the company, as a large 
proportion of the Group’s customers do not own smart-phones yet, and are located in rural areas across several 
countries.   
 

 EBITDA on the rise: EBITDA grew 7% Q-o-Q to reach KWD 135 mn, recording a 43.3% margin. The Q-o-Q 

growth comes after Zain Iraq recorded a one-time expense of USD 22 mn during Q1-13 related to advisory 
services for the IPO. We currently don’t hold segmented figures for the subsidiaries in order to assess organic 
growth post normalizing one-time expenses.    

 

 Net profit jumped 16% Q-o-Q: Zain managed to grow their bottom-line by 16% on a quarterly basis, to reach 
KWD 61 mn. We predict that the beat is not related to underlying performance as our EBITDA estimate is 
closely in-line, and hence we await management clarification in this regard. Zain KSA’s losses fed negatively 
into the Group’s P&L, at KWD ~10 mn for the quarter. We highlight the subsidiary’s continuous efforts of 
restructuring their leverage, and imminent re-financing agreement of the Jumbo facility which is expected to 
alleviate pressure on the bottom-line amid the high potential of lower interest rates imposed by the banks.   
 

 Specific events: Mobile number portability was introduced in Kuwait, and data currently represent 28% of 

revenues. Favorable telecommunications tax law was introduced in Sudan that waived the 30% corporate 
income tax for a period of 3 years. Zain KSA deferred government related payments for 7 years, and is in the 
process of re-financing their Jumbo Murabaha facility. Zain Iraq is establishing a new Iraqi Joint Stock Company 
under the name of “Al Khathem” as a pre-requisite for the IPO and managed to grow the customer base by 8% 
to reach 13.9 mn as the operation expands network to North Iraq. Sudan revenues grew 23% Y-o-Y, in SDG 
terms.   

 

 Rich Valuation, alongside a 7.5% 2013e DY: Zain trades at a PE 2013e of 11.6x, a premium within the 

regional context, albeit our expectation of a superior and sustainable dividend yield of 7.5% for 2013. We re-rate 
to Accumulate from Hold, post the weakness witnessed in the stock performance, and given that the current 

price warrants a good entry point.   
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(in KWD mn) Q2-12 A Q1-13 A Q2-13 A Q2-13 E QoQ YoY Vs ASIB Est

Income Statement 

Revenues 338        299        313 307        3% -9% 2%

EBTIDA 148        127        135        132        7% -9% 3%

EBITDA Margin 43.8% 42.4% 43.3% 42.9% 1% -2% 1%

Net Income 71          52          61          54          16% -15% 12%

EPS 0.018     0.013     0.016     0.014     16% -15% 12%
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DISCLAIMER 

 
“All rights reserved. This research document (the “Document”) is prepared by Audi Saradar Investment Bank SAL (“ASIB”), being an entity of Audi 

Saradar Group, for the use of the clients of ASIB and/or the clients of any entity within the Audi Saradar Group. 

This Document is disclosed to you on a confidential basis. Receipt and/or review of this Document constitute your agreement not to copy, modify, 

redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this Document prior to public disclosure of 

the same by ASIB or the Audi Saradar Group or without the express prior written consent of ASIB. 

This Document is not intended for dissemination, distribution to, or use by, any person or entity in any country or jurisdiction which would subject ASIB 

or any entity within the Audi Saradar Group, to any registration or licensing requirements within these jurisdictions or where it might be considered as 

unlawful. Accordingly, this Document is for distribution solely in jurisdictions where permitted and to persons who may receive it without breaching any 

applicable legal or regulatory requirements. In any case, this Document shall not be distributed in the Republic of Egypt. 

Your attention is drawn to the fact that you should not access this Document if the regulations of your country of citizenship and/or residency or any 

applicable regulations prohibit it. In any case, persons who are subject to any restrictions in any country, such as US persons are not permitted to 

access information contained herein. 

Neither the information, nor any opinion expressed herein constitutes an offer or an invitation or a recommendation to make an offer, to buy or sell any 

security or other investment product related to such security or investment. This Document provides general information only, is not intended to provide 

personal investment advice or recommendation and does not take into account the specific investment objectives, financial situation and the particular 

needs of any specific person who may receive it. You should seek financial, legal or tax advice regarding the appropriateness and suitability in 

investing in any security, other investment or investment strategy discussed or forecasted in this Document.  

In addition you should read this Document in its entirety and not conclude its contents from the ratings solely.  

The information herein was obtained from various public sources believed in good faith to be reliable. Neither ASIB nor any entity within the Audi 

Saradar Group represents that the information contained in this Document is complete, accurate or free from any error and makes no representations 

or warranties whatsoever as to the data, information and opinions provided herein.  

This Document and any information, opinion and prospect contained herein reflect a judgment at its original date of publication by ASIB and are subject 

to change without notice. ASIB and/or any entity within the Audi Saradar Group may have issued, and may in the future issue, other research 

documents that are inconsistent with, and reach different conclusions from, the information, opinions and prospects presented in this Document.  

This Document reflects the different assumptions, views and analytical methods of the analysts who prepared them; ASIB, and the Audi Saradar Group 

are under no obligation to ensure that such other research documents are brought to the attention of any recipient of this Document.  

ASIB, any entity within the Audi Saradar Group, one or more of their affiliates and/or their officers (including but not limited to their strategists, analysts 

and sales staff) may have a financial interest in securities of the issuer(s) or related investments, may engage in securities transactions, on a 

proprietary basis or otherwise, in a manner inconsistent with the view taken in this Document and may take a view that is inconsistent with that taken 

herein. 

The price, value of and income from any of the securities or financial instruments mentioned in this Document can fall as well as rise. The value of 

securities and financial instruments is subject to market conditions, volatility, exchange rate fluctuation and credit quality of any issuer that may have a 

positive or adverse effect on the price or income of such securities or financial instruments. Any forecasts on the economy, stock market, bond market 

or the economic trends of the markets are not necessarily a guide to future returns. You should understand that statements regarding future prospects 

may not be realized. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, 

express or implied, is made regarding future returns. As a result of the preceding, you may lose, as the case may be, the amount originally invested.  

None of ASIB, any entity within the Audi Saradar Group, any of their affiliates and/or their officers (including but not limited to their strategists, analysts 

and sales staff) shall be held liable for any loss or damage that may arise, directly or indirectly, from any use of the information contained in this 

Document nor for any decision or investment made on the basis of information contained herein.” 
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