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 Earnings grew 15.4%YoY in 2012 

 Acquisitions continue to fuel earnings growth   

 More acquisitions likely in 2013 
 Target price revised upwards with BUY recommendation 

 
We revise our 2013 EPS estimate upward by 12.0%. Aggressive 
expansion in new geographies through acquisitions is expected to boost 
earnings in the coming years. In addition, strong cash flows are expected 
to ensure higher dividend payment going forward. Thus, we maintain our 
BUY rating on the stock with a target price of AED2.49. 
 

Earnings surge in 4Q12; acquisitions led to robust revenue growth 
Aramex’s net profit surged 15.0%YoY to AED65.7mn in 4Q12, while it rose 15.4%YoY 
to AED244.1mn in 2012. We believe that earnings buoyed up as a result of subsiding 
SG&A costs of the company’s Greenfield operations. Revenues witnessed robust 
growth at 19.5%YoY to AED61.5mn in 4Q12 and 20.8%YoY to AED3,105.4mn in 2012. 
Growth in revenues was enhanced by new acquisitions (including Berco Express) and 
development of the company’s e-commerce initiatives. 

 
Inorganic growth to remain the core of the company’s strategy 
Aramex continues to grow its business aggressively by expanding into new 
geographies. The company has identified Asia, Australia, Africa, and the 
Commonwealth of Independent States (CIS) as key markets for its future growth. In 
Africa and the CIS, Aramex intends to focus on the markets that exhibit political stability 
and strong growth potential, such as South Africa and Turkey. Whereas, in Asia, the 
company plans to strengthen its operations to better serve the Middle East and Sub-
Sahara regions. Thus, Aramex intends to focus on India, Singapore, Hong Kong, 
Indonesia, Vietnam, and China as its target markets.  
 
Aramex continues to use its two-pronged approach to expand its business. On one 
hand, the company aims to expand its franchise business in line with its asset-light 
model, and on the other hand, it plans to look for small to medium sized acquisitions 
available at attractive bargains. Aramex made some important acquisitions in recent 
past, including Berco Express in South Africa and Kenya’s Oneworld Courier and In-
Time Courier. These expansion activities have boosted the company’s revenues that 
surged 20.8% in 2012.  
 
Revenues and Revenue Growth Rate 2012–16                                                      

 
Source: Company Filings & Global Research  
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Price Performance 1-Yr 

High (AED): 2.3 

Low (AED): 1.7 

Average Volume (‘000): 1,161 

  
 1m 3m 12m 
Absolute (%) 2.3 14.2 18.4 
Relative (%) 3.8 21.5 19.8 
 

  
Price Volume Performance 

 
Source: Reuters 
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Aramex made its acquisition intentions clear early in 2012, when its management announced the plan to complete USD100mn 
worth of acquisitions by the end of 2013. The same was reiterated by the company’s new CEO, Hussein Hachem, at the end of 
2012. We do not expect financing to be a challenge for Aramex, as the company has negligible debt on its balance sheet.  
 

 
 
The company currently has a debt of AED39.4mn on its balance sheet, which translates into a debt-to-equity ratio of 0.01x, 
lowest amongst its peers. If the company finances its acquisitions through debt, as indicated by the management earlier, it might 
raise funds to the tune of USD100mn (AED367mn).  This would push up the company’s debt-to-equity ratio to 0.12x, which is still 
lower than the peer set average of 0.17x. Thus we feel that Aramex is well placed to go ahead with its acquisition plans.  
 

E-commerce takes center stage; boosts revenues from Express segments 
Aramex has realized the importance of rising e-commerce business in the GCC market, which is being driven by increased 
business-to-consumer (B2C) activity. In the GCC markets, almost 33% of the total internet users currently shop online, which 
leaves significant scope for growth. The GCC e-commerce industry is expected to grow to USD15bn by 2015, up from USD3.5bn 
in 2010. UAE remains the biggest online market in the GCC region, commanding 55-60% of the market share, followed by Saudi 
Arabia and Qatar.  
 
In 2012, Aramex invested significantly in its last mile solutions, along with upgrading its existing logistics infrastructure and 
launching new facilities across its key markets. Further, the company signed an e-commerce agreement with PayPal to start 
operations in Saudi Arabia. The company also entered into an agreement with UAE-based Regency Group to form a joint 
venture for developing logistic operations for the Oman-based Al Meera Holding Co. The company’s previous investments into e-
commerce have started reaping benefits already, which reflects in the huge growth in revenues from the International Express 
and Domestic Express segments in 2012. At the same time, e-commerce initiatives have aided in development of the company’s 
Oil & Gas sector during the year.  
 

 
 

Revenue mix shifting in the medium term; to restrict margin decline 
Increasing competition in the GCC market is expected to drive down Aramex’s margins over the medium period. However, 
strong growth in the company’s high margin business segments (International and Domestic Express) is expected to restrict the 
fall in its margins. Historically, the freight forwarding segment has been the largest contributor to Aramex’s total revenues, 
followed by the International Express and Domestic Express segments. In the current scenario, we expect a considerable shift in 
Aramex’s revenues, with International Express and Domestic Express segments contributing a larger share to total revenues, 
while the contribution of freight forwarding segment declines. Freight forwarding is expected to contribute around 34.8% to the 
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total revenues in 2016, down from 46.2% in 2007; International Express is expected to contribute 30.9%, while Domestic 
Express would contribute 22.6% in 2016, up from 29.1% and 12.6%, respectively, in 2007. 
 
Revenue mix – 2007 v/s 2016e 

  
Source: Company Filings & Global Research  

 
The change is mainly ascribed to the recent structural shift occurring in the freight forwarding industry, wherein customers are 
switching from air freight transportation to cheaper forms of transportation, such as sea, rail, and road. Air cargo load factor for 
the industry has dropped from 50% to 44% over the last two years, and the trend is expected to continue.  
 
Globally, volumes have also been falling, and freight forwarders have not been able to pass on the rising sea freight rates to 
customers. On the other hand, the high-margin segments of International Express and Domestic Express have continued to 
grow due to the rising trade in GCC states, the company’s recent acquisitions, and various Greenfield operations. Thus, we feel 
that growth in the high margin business segments would lead to a softer decline in margins over the medium period. We expect 
gross margin to decline to 53.2% in 2013 from 53.6% in 2012 and gradually come down to 53.0% in 2016. On the other hand, 
operating margin is expected to fall to 9.6% in 2013 from 2012 and slowly decline to 9.2% by 2016.  In the near term, we expect 
high oil prices and continued unrest in the Middle East, along with competition, to keep margins under pressure.  
 

 
 
Strong cash generation to ensure dividend payments  

Aramex has recently proposed a cash dividend of 10% for the year 2012, up from 5% for the year 2011. We are confident that 
the dividend would be approved, especially given the healthy cash generating capability of the company. We expect Aramex to 
grow its cash generated from operations to AED501mn by 2016, an increase from AED370mn in 2011. At the same time, we 
forecast the company to increase its dividend payout to 15% by 2016, up from 5% in 2011. As a result, dividend yield is 
expected to rise from 2.5% in 2012 to 6.7% in 2016.  
 

Target price increased to AED2.49 – BUY maintained 
Aramex posted a strong set of results in 2012, continuing the trend from the previous years. The company remains focused on 
its inorganic growth strategy and continues to invest in logistics infrastructure. In addition, a strong balance sheet with almost 
negligible debt further instills our confidence in the stock. We expect the company’s cash flows to remain stable in the long term, 
enabling it to continue dividend payments in the future.  
 
We arrived at our final valuation using the weighted average of DCF and relative methodologies, which yielded a target price of 
AED2.49, offering an upside of 12.1% over its current market price. Thus, we maintain BUY rating on the stock. 
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Financial Statements
(AED mn) 2010 2011 2012 2013e 2014e 2015e 2016e

Total Revenues 2,212        2,571        3,105        3,467        3,832        4,182        4,512        
Cost of Services (1,022)      (1,219)      (1,441)      (1,622)      (1,793)      (1,962)      (2,122)      
Gross Profit 1,190        1,352        1,664        1,845        2,038        2,221        2,390        
Other Operating Expenses (445)          (509)          (614)          (690)          (759)          (828)          (893)          
Selling Expenses (108)          (122)          (147)          (163)          (180)          (192)          (208)          
General and Administrative Expenses (411)          (469)          (606)          (683)          (751)          (820)          (884)          
Other Income / (Expenses) 3                3                4                4                5                5                5                
Share of Results of Joint Ventures (0)              (1)              (4)              5                5                5                5                
Total Operating Income 229           254           297           318           359           391           415           
Finance Income 16             7                4                4                5                6                8                
Finance Costs (1)              (2)              (3)              (2)              (2)              (2)              (2)              
Profit Before Tax 245           259           298           321           361           394           421           
Taxation (15)            (18)            (27)            (29)            (32)            (35)            (38)            
Minority Interest (25)            (30)            (27)            (29)            (33)            (36)            (39)            
Net Profit Attributable to Parent 204           212           244           262           296           323           345           

Cash & bank balances 555           314           334           402           438           487           578           
Trade receivables 404           500           583           627           714           802           890           
Other current assets 98             169           135           162           190           216           242           
Total Current Assets 1,056        983           1,053        1,191        1,342        1,505        1,710        
Available for sale investments 4                2                -            -            -            -            -            
Investments in Joint Ventures 19             18             54             54             54             54             54             
Deferred tax assets 3                3                3                3                3                3                3                
Intangible assets 9                30             27             24             20             17             14             
Goodwill 863           1,010        999           999           999           999           999           
Net fixed assets 332           445           570           646           706           748           775           
Other non-current assets 0                1                10             11             13             14             15             
Total Assets 2,286        2,493        2,715        2,927        3,137        3,340        3,570        

Trade payables 132           113           118           129           163           156           164           
Other Borrowings 20             41             39             39             39             39             39             
Employee indemnity provision 39             52             60             67             80             91             100           
Other Liabilities 265           313           382           433           483           532           579           

Paid-up Capital 1,464        1,464        1,464        1,464        1,464        1,464        1,464        
Retained Earnings 272           347           481           569           650           718           807           
Other Reserves 45             54             68             95             124           156           191           
Shareholders' Equity 1,781        1,865        2,014        2,127        2,238        2,339        2,462        
Minority Interest 25             31             32             62             95             131           170           
Total Equity & Liability 2,286        2,493        2,715        2,927        3,137        3,340        3,570        

Cash from Operating Activities 245           262           370           374           378           422           461           
Cash from Investing Activities (160)          (374)          (234)          (157)          (156)          (151)          (148)          
Cash from Financing Activities (31)            (133)          (99)            (149)          (185)          (222)          (222)          
Change in Cash 54             (245)          37             68             36             49             91             
Net Cash at End 555           314           334           402           438           487           578           

Gross Profit Margin 53.8% 52.6% 53.6% 53.2% 53.2% 53.1% 53.0%
Operating Margin 10.4% 9.9% 9.6% 9.2% 9.4% 9.3% 9.2%
Net Profit Margin 9.2% 8.2% 7.9% 7.6% 7.7% 7.7% 7.6%
Current Ratio (x) 2.6            1.9            1.9            1.9            2.0            2.1            2.2            
Total NFA Turnover (x) 7.6            6.6            6.1            5.7            5.7            5.8            5.9            
ROAA 9.4% 8.9% 9.4% 9.3% 9.8% 10.0% 10.0%
ROAE 12.1% 11.6% 12.6% 12.7% 13.5% 14.1% 14.4%
Dividend Payout Ratio ^ 0.0% 0.0% 30.0% 55.8% 61.9% 68.1% 63.7%
Adjusted EPS (AED) 0.14          0.14          0.17          0.18          0.20          0.22          0.24          
Adjusted BVPS (AED) 1.22          1.27          1.38          1.45          1.53          1.60          1.68          
Market Price (AED) * 2.08          1.80          2.00          2.22          2.22          2.22          2.22          
Dividend Yield ^^ 3.6% 2.8% 2.5% 4.5% 5.6% 6.8% 6.8%
P/E Ratio (x) 14.9          12.5          12.0          12.4          11.0          10.1          9.4            
P/BV Ratio (x) 1.7            1.4            1.5            1.5            1.5            1.4            1.3            

Source: Company Accounts & Global Research
* Market price for 2013 and subsequent years as per closing prices on DFM on March 12, 2013

^ Bonus shares & cash dividend is factored. ^^ Only cash dividend is factored
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Disclosure  

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 have been mentioned in the table below under the heading of disclosure. 
 

Disclosure Checklist            

  

 Recommendation  
 Bloomberg 

Ticker   
 Reuters 

Ticker   Price  
 

Disclosure   Company  

Aramex PJSC BUY ARMX UH  ARMX.DU   AED2.22  1,10  

       
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.  

 
Global Research: Equity Ratings Definitions          

 Global Rating   Definition          

 STRONG BUY   Fair value of the stock is >20% from the current market price    

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

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

 SELL   Fair value of the stock is < -10% from the current market price    

 
 
 
 
 
 
 
Disclaimer 
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 judgment. Global shall have no responsibility or liability 
whatsoever in respect of any inaccuracy in or omission 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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