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ARAMEX (ARMX)  
 

Recommendation OUTPERFORM Risk Rating R-3 

Share Price AED1.80 Target Price AED2.31 

Implied Upside 28.3%   

A Play On The Regional Trade Growth Story  
UAE-based Aramex (ARMX) is a regional market leader with a significant presence 
in international & domestic express delivery, freight forwarding, logistics and 
warehouse related services. ARMX benefits from the regional growth story and the 
company is building its network to capitalize on its first mover advantage. Valuation 
appears attractive; we initiate coverage with an Outperform rating and a target price 
of AED2.31. 

Highlights 

 Growing geographically. ARMX is aggressively expanding its footprint in the 

relatively fast growing African and Middle Eastern markets. The company has 

direct and indirect operations in 60 countries and continues to expand its 

network, especially in the emerging markets.  

 Asset-light and franchise models augment flexibility. ARMX remains 

focused on maintaining its asset-light model by continuing to lease the majority 

of its assets. This allows for a strong balance sheet and robust free cash flow 

generation. Further, ARMX’s growth strategy is to increase its franchises 

across the world. This saves on costs of setting up offices/facilities and allows 

rapid expansion into profitable markets. This model also enables ARMX to 

benefit from local knowledge and allows for customization of service offerings. 

 Impressive track record with robust growth forecasts. Profits have 

increased at a compound annual growth rate (CAGR) of 14.9% over 2007-

2011. Going forward, we estimate ARMX’s bottom-line to grow by a CAGR of 

13.5% over the next four years (2011-2015).  

Catalysts 

 More acquisitions are in the pipeline. During 2011, the company closed its 

largest acquisition (Berco Express) to date. This deal was done with an aim to 

establish a strategic foothold in the important southern African region. Going 

forward, ARMX aims to acquire around five to six companies by the end of 

2013 under a capital expenditure program totaling circa $100mn. We believe 

these potential acquisitions will improve the company’s intermediate growth 

prospects. Besides the region, we believe ARMX is also scouting for potential 

opportunities in South East Asia, Central Asia and Australia.  

Recommendation, Valuation and Risks 

 Recommendation and valuation: We rate ARMX an Outperform with a 

price target of AED2.31 using the discounted cash flow (DCF) valuation 

method. Our target price implies an upside of 28.3% from the current price.  

 Risks: 1) Expected growth from acquisitions does not materialize; 2) Entry of 

new players and 3) Global economic issues. 

Key Financial Data and Estimates 

AED mn  FY2010 FY2011 FY2012e FY2013e FY2014e 

Revenue 2,212 2,576 3,127 3,418 3,716 

Net Income 204  212  260  288  324  

EPS (AED) 0.14 0.14 0.18 0.20 0.22 

P/E (x) 12.9 12.5 10.1 9.2 8.1 

EV/EBITDA (x) 7.6 7.7 5.8 4.8 4.1 

P/BV (x) 1.5  1.4  1.3  1.1  1.0  

Source: Company data, QNBFS estimates 

 
 

Key Data: 

Bloomberg Ticker ARMX UH 

ADR/GDR Ticker N/A 

Reuters Ticker ARMX.DU 

ISIN AEA002301017 

Sector Transportation 

52wk High/52wk Low (AED) 1.70/1.99 

3-m Average Volume  729,248 

Mkt. Cap. ($ bn/AED bn) 0.7/2.6 

Shares Outstanding (mn) 1,464.1 

Float (%) 84.8 

Float (mn) 1,241.0 

1-Year Total Return (%) 2.3 

Fiscal Year End December 2011 

Source: Bloomberg (as of September 06, 2012) 
 

 

Relative Price Performance vs. Peers 

 
Source: Bloomberg; Note: GULFNAV is Gulf Navigation 
and GWCS is Gulf Warehousing 

 

 

Relative Price Performance vs. Market 

 

Source: Bloomberg; Note: DFTRANS Index is DFM 
Transportation Index and DFMGI Index is DFM General 
Index 
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Executive Summary 
 

Growing Geographically 

ARMX is aggressively expanding its footprint in the relatively fast growing African and Middle Eastern markets. The 

company has direct and indirect operations in 60 countries and continues to expand its network. ARMX made its largest acquisition 

in 2011 by buying Berco Express, a South African company specializing in logistics and transportation services, for AED204mn. 

The objective was to establish a strategic foothold in the southern African region, Africa’s most economically developed area . Apart 

from Berco Express, the company has continued to expand in Africa with networks in Kenya, Tunisia, Algeria, Tanzania and 

Uganda. In West Africa, ARMX has augmented its presence in Ghana and is looking to set up base in Nigeria and the Ivory Coast.  

In Asia, the company has signed a joint venture agreement with Sinotrans Air Transportation Development (Sinoair) in 

China, which led to the formation of ARMX Sinoair. Sinoair, listed on the Shanghai Stock Exchange, is a leading provider of 

freight forwarding, international & domestic express, cargo transportation and logistics services in China. In addition, ARMX inked a 

partnership with South Korea’s CJ GLS. This deal has enabled ARMX to provide express and freight services to South Korea. The 

company continues its partnerships in India, Malaysia and Bangladesh. 

ARMX is a founding member and heads the Global Distribution Alliance (GDA), which brings together over 40 leading 

express and logistics providers in more than 240 countries. Each member of the GDA specializes in a particular region and 

acts as an agent of the GDA in that specific region.  

Aramex’s Network 

 

Source: Company data  

 

ARMX aims to become a global player with a focus on emerging markets. ARMX has ambitious plans to increase its network 

throughout the emerging markets. According to management, the company is looking to invest in key African and Commonwealth of 

Independent States (CIS) markets that enjoy political stability and offer economic growth potential. ARMX also plans to expand its 

current operations in locations such as Singapore, Hong Kong, Indonesia and Vietnam, while developing its gateways in China and 

looking for investment opportunities in other South East Asian countries. The Asian presence aims at servicing important trade 

routes between the Asian and other markets. In India, ARMX already offers international and domestic express services, and is 

looking to increase its geographic presence and product offerings. As part of its franchise program, ARMX gains knowledge of its 

target markets and eventually looks to acquire majority stakes in target companies.  
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The Middle East Region Dominates the Revenue Pie  

 FY2011 2Q2012 

  

Source: Company data  

  

Asset-Light and Franchise Business Models Ensure Flexibility 

ARMX started out by essentially selling its outsourcing services to global express players such as FedEx and Airborne 

Express, thereby creating a niche in the Middle East market. Such arrangements helped ARMX begin its operations with 

minimal infrastructure. In our view, the original business model was the foundation of the current asset-light model. ARMX remains 

focused on maintaining its asset-light model by continuing to lease the majority of its assets. This allows for a strong balance sheet 

and robust free cash flow generation. The company’s asset-light business model obviously cuts down on the need for external 

financing, which is primarily the reason behind ARMX’s low gearing (debt-to-equity ratio was 2.2% in FY2011). Further, the current 

growth strategy is to increase the company’s franchises across the world. This saves on costs of setting up offices/facilities and 

allows rapid expansion into profitable markets. This model also enables ARMX to benefit from local knowledge and allows for 

customization of service offerings. 

ARMX offers potential franchisees an established IT system and network. ARMX offers potential franchisees its established 

and robust IT systems technology. This is a key benefit for potential partners as they usually lack such technology given its inherent 

high costs. ARMX’s system allows multiple transportation products using the latest internet-based technology. In addition, the 

ARMX network provides opportunities for growth to local and regional transportation companies looking for a global service 

network.  

Impressive Track Record With Robust Growth Forecasts 

We estimate ARMX to post CAGRs of 11.9% and 13.5% in its revenue and bottom-line, respectively, for 2011-2015. The 

company’s revenue and profits have grown at CAGRs of 9.6% and 14.9%, respectively, over 2007-2011. We assume ARMX will 

grow its revenue by entering new markets as well as introducing improved and customized offerings in recently entered markets. 

We estimate domestic express revenue to grow at a four-year CAGR of 21.2% over 2011 to 2015; the segment posted a growth 

rate of 14.7% over 2007-2011. International express revenue to grow at a four-year CAGR of 10.4% over 2011 to 2015; we note 

that this segment posted a growth rate of 12.6% over 2007-2011. Freight forwarding revenue is estimated to grow by a CAGR of 

7.9% over the next four years (vs. a CAGR of 7.0% over 2007-2011). Overall, these three segments contribute approximately 90% 

of total revenue.  

International Express and Freight Forwarding Dominate the Revenue Pie 

 FY2011 2Q2012 

  

Source: Company data 
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Room for growth In existing markets. As the Middle Eastern and African markets expand, we believe ARMX can increase its 

revenue base from current operations. The transportation and logistics industry continues to grow. This growth, in our view, is 

driven in part by regional governments’ strong desire to diversify their economies from hydrocarbons into other non-hydrocarbon 

sectors. The region still lags in outsourcing vs. the developed markets; outsourcing in the UAE is around 25% of the total logistics 

and related services markets. This percentage is even lower in the other regional markets (for example, around 10% in Qatar), 

while in the developed markets it is approximately 45%. As the industry expands, ARMX remains well positioned to benefit.  

1H2012 Results and Outlook for 2012 

ARMX posted a net profit of AED125.3mn in 1H2012 vs. AED106.3mn in 1H2011. This represented a growth of 17.8% on a 

year-on-year (YoY) basis. Revenue stood at AED1,528.2mn vs. AED1,243.0mn (growth of 22.9% YoY). Revenue from domestic 

express increased to AED294.0mn vs. AED180.2mn. Furthermore, revenue from freight forwarding increased to AED575.1mn vs. 

AED516.7mn, while revenue from international express increased to AED493.9mn vs. AED404.9mn. Gross margin in 1H2012 

improved to 54.1% from 53.2% in 1H2011, while net margin declined to 8.2% from 8.6%. This decline in net margin was primarily 

due to higher administrative and operating expenses. Going forward, in 3Q2012, we estimate revenue will suffer somewhat due to 

Ramadan; freight forwarding and other business activities historically have shown a propensity to slow down during this period. In 

4Q2012, we estimate activity to pick up again. Overall, we forecast quarterly profits to be in the range of AED65mn to AED70mn in 

2H2012.  

 

Catalysts 
 

More Acquisitions are in the Pipeline 

The company aims to acquire around five to six companies and has earmarked roughly $100mn in related spending by the 

end of 2013. Given the company’s previous track record of inorganic growth, we believe these potential acquisitions have the ability 

to improve ARMX’s top-line and bottom-line. We do note that ARMX’s modeled 2011-2015 revenue and net profit CAGRs decline to 

mid-single digits in the absence of these acquisitions. We note that Fadi Ghandour, founder and CEO, will step down from the CEO 

post by the end of 2012 and focus on strategic expansions and new investments.  

We expect these acquisitions to be focused on South East Asia, Central Asia and Africa. MENA-Asia trade flow growth 

outpaces MENA-US/MENA-European Union (EU) trade flow growth. According to Ernst & Young, the balance of global trade flows 

has now clearly tilted toward the east. As a result, Ernst & Young expects the Middle East and North Africa (MENA) region’s trade 

with China and India to grow at 12.5% and 13.5%, respectively, through to FY2020, significantly outpacing the global average of 

9.4% per annum during the same period. Although we expect the Middle East region to maintain its dominance as the largest 

revenue driver, we expect contribution from the far east, other Asian markets and Africa to improve over the coming years as well.  

 

Valuation 
 

Our target price of AED2.31 per share implies an upside of 28.3% on the stock. We have arrived at the fair value of ARMX 

using the DCF valuation model. We estimate the company’s anticipated revenue growth from recent and potential acquisitions. We 

explicitly model cash flows until 2016 and use a weighted average cost of capital (WACC) of 12.0% and a terminal growth rate of 

3.0%. Given the lack of true peers, we have chosen not to factor in relative valuation techniques for valuing ARMX but have 

provided comparable multiples for reference.  

DCF Valuation 

Particulars Fair Value of Equity (AED mn) Fair Value per Share (AED) 

PV of FCFF 996 0.68 

PV of Terminal Value 2,249 1.54 

PV of Cash Flows 3,244 2.22 

Add:    

Cash Balances – 2Q2012 210 0.14 

Less:    

Debt Balances – 2Q2012 (34) (0.02) 

Minority Interest – 2Q2012 (35) (0.02) 

Fair Value of Equity 3,384 2.31 

Source: QNBFS estimates 
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Sensitivity Analysis 

We have performed a sensitivity analysis on the WACC and terminal growth rate. The results of our sensitivity analysis are 

depicted below: 

Sensitivity Analysis 

  
Terminal Growth Rate 

  
1.0% 2.0% 3.0% 4.0% 5.0% 

 

W
A

C
C

 

10.0% 2.28 2.49 2.75 3.10 3.59 

11.0% 2.13 2.30 2.50 2.77 3.12 

12.0% 2.01 2.14 2.31 2.52 2.79 

13.0% 1.91 2.02 2.16 2.33 2.54 

14.0% 1.82 1.92 2.03 2.17 2.34 

Source: QNBFS estimates 

 

Relative Valuation 

ARMX is at a discount to peers. The company trades at a discount to its regional and global peers. Going forward, with strong 

growth in earnings, the company can potentially narrow the discount over the intermediate term. 

Peer Group Valuation – Transportation and Warehousing 

   P/E (x) P/B (x) 

Company Name Industry  CY12e CY13e CY12e CY13e 

Aramex* Transport-Services  10.1 9.1 1.2 1.1 

Milaha Transport-Marine  8.9 7.8 0.7 0.6 

Gulf Navigation Transport-Marine  N/A 24.4 0.3 0.3 

Gulf Warehousing Company Storage/Warehousing  23.6 17.7 2.3 2.3 

Northern Logistic  Storage/Warehousing  5.7 5.5 0.6 0.5 

Zhongchu Development  Storage/Warehousing  13.6 11.3 1.3 1.2 

Sinotrans Air Transport Transport-Services  11.4 9.7 1.1 1.0 

TNT Express Transport-Services  34.0 22.2 1.7 1.6 

UPS Transport-Services  15.7 13.8 8.3 7.2 

Postnl NV Transport-Services  4.1 4.5 1.1 1.9 

Deutsche Post  Transport-Services  12.7 11.5 1.7 1.5 

Kuehne & Nagel  Transport-Services  21.7 18.7 5.3 4.7 

Expeditors Intl.  Transport-Services  21.9 18.9 3.6 3.3 

Panalpina Welttransport  Transport-Services  25.1 17.2 2.5 2.3 

Mean 16.0 13.7 2.3 2.1 

Median 13.6 12.7 1.5 1.6 
Source: Bloomberg, *QNBFS estimates (as of September 05, 2012) 

 

Risks to Our Target Price  

 Expected growth from acquisitions does not materialize: ARMX has augmented the growth in its top-line and profits by 

entering new markets via acquisitions. We believe that new acquisitions will sustain the growth momentum. However, lack of 

opportunities and/or expensive acquisitions can significantly impact our estimates. Shareholders also bear the risk of value 

destructive and/or poorly executed acquisitions. Furthermore, the company is venturing into highly competitive Asian markets, 

where competition is expected to be tough. While the inorganic growth model does pose its inherent risks, we do note that 

management has a stellar track record of acquisitions. 

 Entry of new players: Although global operators such as DHL have a regional presence, most of them do not offer a full suite 

of services. Thus, the growing regional market could attract other players to expand their footprint in the region. 

 Global economic issues: The logistics and warehousing industry is highly correlated with the region’s economic development. 

Therefore, any downturn in the region’s economy could affect the company’s financial performance. The regional economies 

could be impacted by a fall in crude oil and natural gas prices. Economic issues related to the Eurozone crisis could also 

adversely influence the regional economies and company’s performance.                              
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Logistics and Supply Chain Management Industry 
 
In the Middle East and Africa region, the logistics and supply chain management industry has witnessed significant 

expansion in the last few years. Following the financial crisis, regional economies felt the urgent need to diversify away from their 

hydrocarbon concentrated economic models. As a result, a majority of the Gulf Cooperation Council (GCC) countries announced 

ambitious public spending plans in order to promote their non-hydrocarbon sectors. Moreover, countries in the region are 

geographically favorably located and possess key airports and seaports. The region is a very important location for logistics 

activities thanks to its access to markets in Asia and Africa, and the evolution of global hubs, such as Dubai, which connect Asia 

with Europe and North Africa. This is complemented by hydrocarbon exports and a significant expatriate population that stimulate 

foreign trade movement in the region. According to Transport Intelligence, the UAE, Saudi Arabia and Qatar figure in the top-10 

potential logistics hubs among other emerging countries, such as India, Brazil and Russia. According to analysis by the QNB 

Group, from a trade perspective, regional trade was most important to Oman, making up about 14% of its exports in 2010. This was 

followed by Bahrain at 9% and the UAE at 6%. Re-exports from the UAE, much of them passing through Dubai’s Jebel Ali port, 

were $86bn in 2010, almost triple the International Monetary Fund (IMF) figure for total intra-GCC trade. Certainly some of the re-

exports passing through the UAE are bound for other GCC states, although much of it goes to other markets in the wider region. 

Increased trade flows should act as key tailwinds for the logistics services industry. 

The region enjoys significant infrastructure in seaports and airports. The UAE is already home to the 8
th

 largest cargo airport 

in the world in the Dubai International Airport, and the Jebel Ali Port is the largest manmade port in the world and the biggest port in 

the Middle East. Thanks to a planned expansion worth some $850mn, Jebel Ali will be capable of handling 19 million twenty-foot 

equivalent units, or TEU, by 2014, up from 14 million. Moreover, Dubai World Central's Al Maktoum airport, the first phase of which 

opened in 2010, has the potential to handle some 12 million tons of cargo each year. The Saudi government is also improving its 

logistics infrastructure. There are three airport expansions underway at Medinah, Dammam and Jeddah. A major port is being built 

at King Abdullah Economic City and a large port expansion is taking place at Jubail. Furthermore, there are three major ongoing 

railway projects: the north-south railway for mining resources; a Makkah, Jeddah, Rabigh and Madinah railway; and a Riyadh-

Jeddah railway. Qatar plans to increase its container and dry bulk shipping presence through the development of the New Doha 

Port. Qatar is also expanding its Mesaieed port while completing work on the New Doha International Airport. The new airport is 

being pitched as the principle gateway for the FIFA World Cup 2022. With significant growth tailwinds benefiting the sector, industry 

sources continue to expect a substantial increase in the country’s logistics and freight forwarding volumes until 2022.  

The logistics and supply chain management Industry can be broadly classified into the following service segments: 

 International Express and Domestic Delivery: It includes providing global door-to-door shipping solutions for time sensitive 

documents and packages both domestically and internationally. This encompasses features such as real-time online tracking 

updates, automatic delivery notifications, proof of delivery, a wide range of import, export and customs clearance services,  

package collection, return service and cash on delivery. 

 Warehousing: Activities involving storage of goods on a large-scale in a systematic and orderly manner and making them 

available conveniently. Warehousing also means holding or preserving goods in large quantities from the time of their 

purchase or production until their actual use or sale. In third-party logistics (3PL), the outsourced service provider stores and 

manages the goods. In fourth-party logistics (4PL), the outsourced provider manages the client warehouse.  

 Freight Forwarding: Organizing of delivery of heavy material and containers of more than 50 kg in weight by air, sea or land 

freight. Freight forwarding also includes logistical services with modern information and communication technology, handling or 

storage of goods and de facto total supply chain management.  

 Transportation and Others: These services include container haulage, distribution, leasing of trucks, record management 

services, moving and relocation services and asset management.  
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Company Description 
 
ARMX is a leading global provider of comprehensive logistics and transportation solutions. Established in 1982, the 

company has rapidly evolved into a major regional brand. ARMX was also the first company from the Arab world to list on the 

NASDAQ in the year 1997. After five years of being a listed company, Dubai-based Abraaj Capital took ARMX private through a 

leveraged management buyout. However, subsequently the company was listed on the Dubai Financial Market (DFM) in 2005. 

ARMX employs approximately 12,500 employees in over 60 countries across the GCC, Levant, Africa, Asia, Europe and North 

America, and leads a strong alliance network of more than 40 companies further enhancing its global presence.  

Management Team 

Name Designation 

Fadi Ghandour  Founder/CEO 

Hussein Hachem* CEO – ME & Africa 

Emad Shishtawi Senior VP – Finance 

Bashar Obeid Chief Financial Officer 

Source: Bloomberg; Note: Mr. Hachem  will be taking over as CEO from 2013 

 

Background History 

 
Source: Company data 

 

Business Segments 

 

ARMX operates through various broad operating segments: 

 International Express Delivery: Includes providing global door-to-door shipping solutions for time sensitive documents and 

packages. This encompasses features such as real-time online tracking updates, automatic delivery notifications, proof of 

delivery and a wide range of import, export and customs clearance services.   

 Freight Forwarding: Includes freight services for air, land and ocean transportation. Freight forward also involves delivery for 

heavier packages with less time-sensitive delivery requirements compared to express shipments. The company’s freight 

services range from port-to-port to door-to-door delivery, and include customs clearance, advanced online tracking, 

temperature-controlled haulage, third-party shipping, regional distribution, chartered aircraft or vessel services and exhibition 

handling. ARMX claims to have one of the most extensive and advanced land freight networks in the Middle East, Ireland and 

the United Kingdom.  

 Domestic Express Delivery: A fully customizable service including door-to-door delivery of urgent packages within a country 

or city. Various options include same-day or next-business-day deliveries, package collection, return service and cash on 

delivery.  

 Integrated Logistics, Warehousing and Supply Chain Management: ARMX offers end-to-end logistics solutions to 

manage the transfer, storage and distribution of products and information within all stages of the supply chain. It also provides 

third-party facility management and consultancy services. ARMX’s logistics centers are strategically located in key areas 

across the GCC, Middle East, North Africa and Asia.  

 Information Management Solutions (InfoFort): InfoFort, a wholly-owned subsidiary of ARMX, is a leading secure records 

and information management solutions provider in the Middle East and North Africa. Its services address the growing need for 

data and information security, confidentiality, accessibility, preservation, compliance and business continuity. The company 

provides solutions for the full information life cycle, and includes the secure storage and management of physical and 

electronic records, media/tape vaulting and rotation, secure shredding, IT escrow services, check management and 

consultancy services. In 2011, InfoFort also introduced secure data dstruction services to help clients destroy (and recycle) 
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their data-rich retired IT assets, such as hard drives and tapes. The company has an ISO 9001 certification for physical and 

electronic records management in the UAE. 

 Shop and Ship: An online shopping delivery service that enables customers around the world to receive purchased goods 

from the US, UK and China online stores easily, quickly and affordably. The service is provided in more than 25 countries 

across the Middle East, Africa, Europe and Asia. 

 E-Commerce Solutions: ARMX is leveraging its logistics expertise and infrastructure to partner with entrepreneurs and 

online retail sites, further enabling trade and commerce and creating economic opportunities in these emerging markets. The 

company provides a range of solutions to help start-ups as well as established retailers set up or expand their e-commerce 

operations, including warehousing and integrated logistics, payment collection services, order processing and outsourcing of 

customer service through various contact centers. 

 

Recent Acquisitions 
 

In December 2011, ARMX acquired 100% voting shares of Berco Express. Based in South Africa, Berco specializes in logistics 

and transportation services. ARMX paid a total consideration of AED204mn for this purchase. In 2012, ARMX inked a partnership 

with South Korea’s CJ GLS, the unlisted unit of conglomerate CJ Cheiljedang. This deal has enabled ARMX to provide express and 

freight services to South Korea. In January 2011, ARMX also acquired One World Courier (Kenya) specializing in freight 

forwarding. In North Africa, the company’s Tunisian and Algerian networks along with East African Kenya, Tanzania and Uganda, 

are fully operational. Further progress has been made in Ghana and the company is planning to set up a base in Nigeria and the 

Ivory Coast. Furthermore, in 2011, ARMX continued to invest in Asia building on its previous acquisitions and partnerships in 

Turkey, Malaysia and Bangladesh. The company concluded a joint venture with Sinoair in China and started operations in 

Kazakhstan.  

ARMX has Undertaken Several Acquisitions and Joint Ventures to Expand its Reach and Offerings 

Target Company Year Country 

CJ GLS 2012 South Korea 

Berco Express 2011 South Africa 

Sinoair 2011 China 

Aquaship Agencies 2011 Ireland 

OneWorld Courier 2011 Kenya 

In-Time Couriers 2011 Kenya 

Source: Company data 
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Key Forecasts 
 

Revenue 

ARMX’s revenue grew at a CAGR of 9.6% during FY2007-2011 to AED2.6bn. This growth was buoyed by a 12.6% CAGR in 

revenue from the international express segment coupled with a 14.7% growth in revenue from domestic express. However, freight 

forwarding only posted a CAGR of 7.0% over the same period. Going forward, we project overall revenue to grow at a CAGR 

of 11.9% over 2011-2015. This is primarily due to the company’s focus on expanding in the Asia Pacific region following surging 

trade flows between Asia and the Middle East. We expect the international express segment to be the main beneficiary of ARMX’s 

Asia Pacific expansion. Furthermore, given the recent acquisition of Berco Express we expect the domestic express segment to 

post a strong double-digit growth of 21.2% in revenue. However, we expect freight forwarding to lag other segments much like it 

has done over the last four years, with a CAGR of 7.9% over 2011-2015. 

Cost of Services, Operating Expenses and EBITDA 

From FY2007 to FY2011, cost of services stood at an average of ~47% as a percentage of total revenue. The company’s 

freight forwarding segment was the largest constituent of total direct costs (2011: AED779mn vs. AED1.2bn overall), followed by 

the international express segment. Going forward, the relatively lower growth in the freight forwarding segment will reduce ARMX’s 

direct costs as a percentage of revenue to 45.0% in 2015 from 47.4% in 2011. As a result, gross margin is expected to increase 

from 52.6% in FY2011 to 55.0% in FY2015. Furthermore, we expect ARMX’s EBITDA to grow at a CAGR of 16.0% between 

FY2011 and FY2015, significantly outpacing the CAGR of 14.2% between FY2007 and FY2011. This represents an average 

EBITDA margin of 13.3% between FY2012 and FY2015, compared to the historical average of 12.0% (FY2008 to FY2011).  

Earnings 

ARMX’s net profit to equity holders increased at a CAGR of 14.9% between FY2007 and FY2011. Going forward, we expect 

net income to grow at CAGR of 13.5% between FY2011 and FY2015. The company’s tax rate increased to 6.1% in 2010 and 6.9% 

2011; the tax rate was only 5.2% in FY2009. In 2Q2012, ARMX reported a significant spike in its income tax rate to 9.9%. 

Therefore, going forward we expect higher effective tax rates for the company given its foray into the Asian markets where tax rates 

tend to be on the higher side.  

Capex 

Following the company’s biggest ever acquisition of Berco Express in FY2011, ARMX’s capex intensity increased to 5.2%, 

compared to 2.7% in 2010 and 2.6% in 2009. Going forward, ARMX aims to acquire around five to six companies aggregating to 

capital expenditure of roughly $100mn by the end of 2013. The company has further stated that it is currently considering a couple 

of acquisitions in Asia and Australia and one acquisition is already under progress.  

Cash Flow Statement 

Given its 2011 acquisitions, ARMX’s cash balance declined by 43.4% YoY. Going forward in 2012 and 2013, we expect a 

gradual increase in ARMX’s cash balance. We are encouraged by the fact that the company’s cash flows have been driven 

primarily by its operating cash flows.  

EPS and DPS Estimates 

 EPS DPS  

  

Source: Company data, QNBFS estimates 
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Financial Analysis: Revenue, Returns and Capex 
 

Total Revenue 

 

Source: Company data, QNBFS estimates 

International Express Revenue 

 

Source: Company data, QNBFS estimates 

Freight Forwarding Revenue 

 

Source: Company data, QNBFS estimates 

Capex Trend 

 

Source: Company data, QNBFS estimates 

Profitability Margins 

 

Source: Company data, QNBFS estimates 

Return Ratios 

 

Source: Company data, QNBFS estimates 
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Detailed Financial Statements 

Income Statement 
Figures in AED mn FY2010 FY2011 FY2012e FY2013e FY2014e FY2015e 

Revenue 2,212 2,576 3,127 3,418 3,716 4,042 

Cost of Services (1,022) (1,221) (1,437) (1,559) (1,686) (1,818) 

Gross Profit 1,190 1,355 1,690 1,859 2,030 2,224 

Share of Results of Joint Ventures (0) (1) (0) 0  0  0  

Share of Loss of An Associate 0 (0) (0) 0 0 0 

Selling and Marketing Expenses (108) (123) (152) (174) (197) (216) 

Administrative Expenses (411) (471) (607) (664) (716) (787) 

Operating Expenses (445) (509) (609) (660) (713) (781) 

Other Income 3 2 3 3 3 3 

Operating Profit 229  254  325  364  407  442  

Finance Income 16 7 3 3 5 6 

Finance Expense (1) (2) (2) (1) (1) (1) 

Profit Before Tax 245 260 327 366 411 447 

Income Tax (15) (18) (25) (28) (31) (33) 

Profit for the Year 230  242  302  339  381  414  

Attributable to: 
      

Equity Holders of the Parent 204  212  260  288  324  352  

Non–Controlling Interests 25  30  42  51  57  62  

EPS (AED) 0.14 0.14 0.18 0.20 0.22 0.24 

Source: Company data, QNBFS estimates 

Balance Sheet 
Figures in AED mn FY2010 FY2011 FY2012e FY2013e FY2014e FY2015e 

Property, Plant and Equipment 332 445 536 624 711 798 

Goodwill 863 1,010 1,010 1,010 1,010 1,010 

Other Intangible Assets 9 30 28 25 22 20 

Other Non-current Assets 26 24 24 24 24 24 

Total Non-Current Assets 1,230 1,510 1,598 1,683 1,768 1,852 

       
Accounts Receivable  404   500   583   655   713   775  

Other Current Assets  98   169   189   205   223   243  

Bank Balances and Cash  555   314   410   529   617   715  

Total Current Assets  1,056   983   1,182   1,390   1,553   1,733  

Total Assets  2,286   2,493   2,780   3,073   3,321   3,585  

       
Share Capital 1,464 1,464 1,464 1,464 1,464 1,464 

Statutory Reserve 62 87 87 87 87 87 

Retained Earnings  272   347   576   767   974   1,191  

Other (17) (33) (44) - - - 

Non-Controlling Interest 25 31 31 31 31 31 

Total Equity 1,806 1,896 2,114 2,349 2,557 2,773 

       
Interest- Bearing Loans and Borrowings 7 10 9 8 7 6 

Employees' End of Service Benefits 67 80 93 101 105 115 

Deferred Tax Liabilities 1 1 3 4 6 8 

Other Non-Current Liabilities - 1 1 1 1 1 

Total Non-Current Liabilities 75 92 105 113 119 130 

       
Accounts Payable  129   163   158   175   194   214  

Bank Over-Drafts  7   19   16   14   13   12  

Interest-Bearing Loans and Borrowings  7   12   11   11   11   11  

Other Current Liabilities  263   310   375   410   427   445  

Total Current Liabilities  406   505   560   611   645   681  

Total Liabilities  481   597   665   724   764   812  

       
Total Liabilities and Equity  2,286   2,493   2,780   3,073   3,321   3,585  

Source: Company data, QNBFS estimates 
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Growth Rates 
Figures in Percentage FY2010 FY2011 FY2012e FY2013e FY2014e FY2015e 

Revenue  12.81   16.46   21.39   9.29   8.73   8.77  

Gross Profit  7.41   13.84   24.71   9.99   9.23   9.55  

EBITDA  10.57   11.29   27.22   14.00   13.29   10.27  

EBIT  11.47   10.79   27.90   11.87   12.03   8.58  

PAT  10.75   3.65   22.90   10.76   12.42   8.71  

EPS  10.75   3.65   22.90   10.76   12.42   8.71  

Source: Company data, QNBFS estimates 

  

Cash Flow Statement 
Figures in AED mn FY2010 FY2011 FY2012e FY2013e FY2014e FY2015e 

Operating Activities       

Profit Before Tax 245 260 327 366 411 447 

Adjustments for:       

Depreciation  48 53 66 82 99 116 

Amortization of Intangible Assets 1 2 3 3 3 2 

Provision for Service Benefits  13   19   13   8   5   10  

Net Finance Income (15) (6) (1) (2) (3) (4) 

Working Capital Changes  (38)  (54)  (42)  (38)  (39)  (45) 

Other Operating Activities  3   2   0 0 0 0 

Income Tax Paid  (10)  (15)  (24)  (26)  (29)  (31) 

Operating Cash Flows 246 262 341 393 445 495 

       

Purchase of PPE (137) (160) (156) (171) (186) (202) 

Interest Received 16 7 3 4 5 6 

Other Investment Activities (26) (221) - - - - 

Investing Cash Flows (147) (374) (154) (166) (180) (196) 

       

Interest Paid  (1)  (2)  (2)  (1)  (1)  (1) 

Repayment of Loans and Borrowings  (1)  8   (5)  (3)  (2)  (2) 

Dividend Paid to Shareholders  0  (110)  (73)  (117)  (132)  (146) 

Other Financing Activities  (45)  (30)  (11)  13   (42)  (51) 

Financing Cash Flows  (47)  (133)  (91)  (108)  (177)  (200) 

Change in Cash  52   (245)  96   119   88   98  

Net Foreign Exchange Difference (1) (10) 0 0 0 0 

Cash at the Beginning  485   537   281   380   497   584  

Cash at the End  537   281   377   496   584   683  

Source: Company data, QNBFS estimates 

 
Key Ratios 

Key Ratios FY2010 FY2011 FY2012e FY2013e FY2014e FY2015e 

Operating Ratios (%) 
      

Gross Margin 53.8  52.6  54.0  54.4  54.6  55.0  

EBITDA Margin 12.6 12.0 12.6 13.1 13.7 13.9 

EBIT Margin 10.4  9.9  10.4  10.6  11.0  10.9  

Net Margin 9.2 8.2 8.3 8.4 8.7 8.7 

Return Ratios (%) 
      

ROCE 9.9 10.0 11.5 11.7 12.2 12.2 

ROE 11.5  11.3  12.5  12.4  12.8  12.8  

ROA 10.0 9.7 10.9 11.0 11.5 11.5 

Source: Company data, QNBFS estimates 
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OUTPERFORM

ACCUMULATE

MARKET PERFORM 

REDUCE

UNDERPERFORM

Greater than +20% 

Between +10% to +20% 

Between -10% to +10% 

Between -10% to -20% 

Lower than -20% 

R-1

R-2

R-3

R-4

R-5

Significantly lower than average

Lower than average 

Medium / In-line with the average 

Above average 

Significantly above average

Recommendations

Based on the range for the upside / downside offered by the 12-

month target price of a stock versus the current market price

Risk Ratings

Reflecting historic and expected price volatility versus the local 

market average and qualitative risk analysis of fundamentals 


