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   Dana Gas production update reinforces our strong conviction 

on the story - BUY 

 

 

 

 

 

Dana’s positive update on Egypt - Production reaches 41,500 barrels 

of oil equivalent per day (boepd), up 21% since June and 37% YoY 

(since 3Q12). The group’s core operations in the Nile Delta and its 

Egyptian Bahrain Gas Derivatives Company (EBGDCo) Natural Gas 

Liquids (NGL) extraction plant in Ras Shukheir remained stable and have 

not been impacted by the current events in Egypt. Positive dialogue 

continues with Egyptian authorities on resolving the issue of 

outstanding payments worth USD270m. Several projects are ready to 

be executed in order to further raise production to a level of around 50,000 boepd in the near future. Investments into these 

projects to be expedited upon successful resolution of the receivables issue. Egypt accounts for roughly 40% of Dana’s 

receivables and profits, with the remaining coming from Kurdistan (Iraq).  

Our overall view on Dana gas remains positive:   

 

 We continue to expect Dana Gas to be the outperformer in the months ahead, given our view that the group's 

liquidity situation and earnings should improve going forward 

 

 Most indicators point towards a much stronger future for Dana Gas -  

o MoM production in Egypt (as mentioned above) has already improved by double digit rates in July and 

August, and with the LPG facility in Kurdistan having been refurbished successfully, revenues should be 

enhanced even more  

o Receivables in Egypt should improve - with the UAE having promised to give USD3bn in aid to Egypt, 

Dana Gas should be given priority by EGPC while settling outstanding payments to foreign oil & gas 

contractors. Our view is also backed by an understanding from local sources on a gradual improvement in 

receivable recoveries witnessed since the last two months  

o The improved confidence (coming mainly from Egypt), in our opinion, has already triggered the group to 

increase production levels; to result in higher earnings for 2H13. Announcement of new capex initiatives 

also comes as a positive indicator to us 

o Oil prices (Brent) on average have increased by more than 6% in July and August, compared to 2Q13. 

However, the positive impacts of this should be felt more from Kurdistan   

 

We continue to recommend a BUY on Dana:  

 

 Although the group's share price has recently witnessed a good run (up about 11% since July), Dana still trades at a 

large discount i.e. forward PE (2013e) of 6.0x; with substantial value yet to be unlocked and realized 

 Downside risks for Dana Gas are centered round; a) Stability being restored to both Egypt and Kurdistan’s political 

and economic landscape and b) Probable future impairments (with USD1bn already invested) from the dispute with 

the National Iranian Oil Company (NIOC) pertaining to the downstream natural gas distribution project in the UAE 

 Recommendation BUY 

 Market Price (AED) 0.60 

 Target Price (AED) 0.79 

 Market Cap. (AEDm) 3,830 

 Market Cap. (USDm) 1,044 

 Reuters Code DANA DU 

 Bloomberg Code DANA UH 

► Egypt production increases to 41,500 boepd; more than 20% since June with a target to reach 50,000boepd     

► Positive discussions on-going with Egyptian authorities on capex plans and receivable recoveries worth USD270m    

► We continue to recommend Dana Gas as a BUY; based mainly on a foresight that both  liquidity and earnings 

should improve  
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Disclosure Appendix 

Disclaimer 

This report is based on publicly available information. It is not intended as an offer to buy or sell, nor is it a solicitation of an offer to buy or sell 

the securities mentioned. The information and opinions in this report were prepared by the NAEEM Research Department (“NAEEM”) from 

sources it believed to be reliable at the time of publication. NAEEM accepts no liability or legal responsibility for losses or damages incurred 

from the use of this publication or its contents. NAEEM has the right to change opinions expressed in this report without prior notice. 

This research report (including all appendices) contains information that is intended to be conveyed only to the intended recipients, which 

insofar as the United Sates is concerned, are “major U.S. institutional investors” (i.e., U.S. institutional investors having total assets under 

management in excess of USD100 million, or investment advisers that are registered with the U.S. Securities and Exchange Commission and 

have total assets under management in excess of USD100 million). If the reader or recipient of this research report is not the intended recipient, 

please notify NAEEM immediately, and promptly destroy this research report without retaining any portion in any manner. The unauthorized 

use, dissemination, distribution or reproduction of this research report by any person other than the intended recipient is strictly prohibited. 

Analyst Certification  

The primary research analyst/analysts covering the company (or companies) mentioned in this report certify that their views about the company 

(or companies) and their securities are accurately expressed. Further, no part of their compensation, whether pecuniary or in-kind, was, is, or will 

be, directly or indirectly related to the recommendations or views expressed in this research report. Unless otherwise stated, individuals listed on 

the front cover/page of the report are the research analysts. 

Stock Ratings 

NAAEM believes that an investor’s decision to buy or sell a stock should depend on individual circumstances (including, but not limited to the 

investor’s existing holdings and financial standing) and other considerations. Different securities firms use a range of rating terms and rating 

systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each report. In addition, since 

NAEEM’s research reports contain complete information about the analyst’s views, investors should read NAEEM reports in their entirety, and 

not infer the contents from the ratings alone.  Ratings (and/or research) should not be relied upon as an investment advice. 

NAEEM assigns ratings to stocks on the following basis: 

Rating Upside/Downside potential 28 August 2013Rating distribution as of  

BUY >20% 41% 

ACCUMULATE >10% to 20% 13% 

HOLD +10% to -10% 38% 

REDUCE <-10% to -20%  6% 

SELL < -20%  3% 
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