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EKHO: 2Q13 bottom-line stable QoQ – BUY 

 

 

 

 

 

Egypt Kuwait Holding (EKHO) announced its preliminary results for 

2Q13, reporting a net income of USD21m. The bottom-line is flat QoQ 

and depicts a 32% YoY growth. Revenue for the quarter stood at 

USD732m, growing significantly compared to USD380m in 1Q13 and 

USD264m in the previous year. Operating cash flows for 2Q13 

amounted to a negative USD60m.  

Our take: 

 The flat QoQ bottom-line comes in line with our expectations over the group's performance for the quarter. However, we 

still await full release of EKHO's financials to have a better view on the results 

 While revenues have jumped quite substantially YoY and QoQ, this in our opinion is mainly because of consolidation of the 

shipping & trading business under tri-ocean energy whereby margins (if any) are wafer thin 

 The continued trend (from the previous quarters) of negative operating cash flows (USD-60m), in our view, is a result of 

rising receivables from Egypt. However, the exact reason for the decline in cash flows, still needs to be confirmed  

 Our investment view on EKHO continues to be positive. With a major shift in market sentiments (Since 3
rd

 July) and a slowly 

improving liquidity situation in Egypt (which should help improve receivable recoveries), EKHO’s performance should have 

bottomed out in 2Q13. We expect the company’s financial performance to improve QoQ during 2H13 

 Improvement in earnings in the coming quarters should flow from the group’s downstream gas and chemical segments. For 

the longer term, upstream oil (Sudan) should provide an additional boost to profitability     

 It should be recollected that an official source at EKHO, recently mentioned that the company is planning to expand its 

operations in Egypt over the coming period. The announcement came on the backdrop of Kuwait's recently announced aid 

programme to Egypt and with its intention to launch mega projects over the coming period with the aim of supporting the 

country’s economy  

 The positive rhetoric on investments and expansions in Egypt since the 30 June protests, is parallel to the statements made 

by other foreign players (such as Dana gas)  and to an extent, reinforcing confidence in the market  

 Nevertheless, with Kuwait having made its position clear with regards to supporting the interim government with Aid, EKHO 

could be one the channels through which this aid could get routed into Egypt and indirectly placing the group on a positive 

platform 

 

We continue recommending EKHO as a BUY with a target price of USD1.19/share 

 

 Recommendation BUY 

 Market Price (USD) 0.75 

 Target Price (USD) 1.19 

 Upside Potential (%) 58.5 

 Market Cap. (USDm) 637 

 Reuters Code   EKHO CA 

 Bloomberg Code EKHO EY 

► 2Q13 bottom-line of USD21m, almost flat QoQ and 32% higher YoY  

► Top-line for the quarter of USD732m,  grows substantially QoQ and YoY  

► Net income for the period is broadly in line with our expectation of an unchanged performance compared to 1Q13 

► We continue recommending a BUY, expecting earnings recovery in the medium term 
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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 13 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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