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QEWC: 1Q12 results better than expected – BUY  

 

 

 

 

 

 

 

 

 

 

Solid 1Q12 revenue. Overall, 1Q12 results were better than expected. 

QEWC's total revenue for 1Q12 came in at QAR1bn, up 9% YoY, down 

11% QoQ, and 8% above our estimate. Revenue from its Electricity 

Generation segment reached QAR399m, up 12% YoY, down 23% QoQ, 

and 11% ahead of our estimate, while revenue from its Water 

Desalination segment increased 10% YoY to QAR354m. QEWC’s lease 

income also grew, up 3% YoY to QAR251m and 2% above our estimate. 

The QoQ declines it experienced reflect normal 1Q seasonality.  

Operating margins and net profit better than expected. The 

company’s 1Q12 EBITDA grew 11% YoY to QAR568m and its EBITDA 

margin improved to 57%, up 1pps YoY and 4pps QoQ, mainly on lower-

than-expected SG&A expenses (13% below our forecast). Net income 

for the quarter was QAR291m, up 27% YoY and 15% QoQ, beating our 

estimate of QAR521m by 16%. The variation came from higher-than-

expected dividend income (QAR17m vs. our QAR4m estimate). 

QEWC completes acquisition of 23% stake in Jordan power plant. 

QEWC has completed its acquisition of the Islamic Development Bank 

Infrastructure Fund’s (IDB Fund) shares in AES Oasis Ltd (38.9%), which 

owns a 60% stake in AES Jordan Holding. AES Jordan is the owner of 

the independent power plant in Amman East, which has an installed 

capacity of 370MW. Post the acquisition, QEWC's effective stake in the 

power plant is 23.3%. QEWC signed the agreement with IDB Fund in 

February 2012 for an acquisition price of c. QAR127m, and made an 

initial payment of QAR95.6m that same month. We believe the 

acquisition will strengthen QEWC's foothold in the Middle East, 
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Year to  

31 December 
2010a 2011a 2012f 2013f 2014f 

Revenue (QARm) 3,430 4,473 4,596 4,647 4,715 

Revenue (% Δ) 29.4 30.4 2.7 1.1 1.5 

EBITDA (QARm) 1,851 2,418 2,538 2,534 2,585 

EBITDA Margin (%) 54.0 54.0 55.2 54.5 54.8 

EPS (QAR) 11.6 13.0 13.9 14.9 14.9 

EPS (% Δ) 26.2 11.8 7.0 7.2 0.1 

P/E 12.2 10.9 10.2 9.5 9.5 

P/FCF nm 11.4 8.5 9.1 9.0 

Yield (%) 4.2 4.6 4.8 5.1 5.1 

ROE (%) 31.6 38.3 40.9 35.7 30.1 

Net Debt/Equity (x) 3.2 3.1 2.6 1.8 1.3 

Int. Cov. (x) 3.6 2.8 2.8 3.4 3.2 

Source: Company data, NAEEM estimates 

Closing price as of 3 May 2012 
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► Qatar Electricity and Water Company (QEWC) posted 

revenue of QAR1bn in 1Q12, up 9% YoY,  down 11% QoQ, 

and 8% ahead of our estimate of QAR933m 

► Net income reached QAR291m, up 27% YoY and 15% QoQ, 

and 16% higher than our QAR251m estimate. The variance 

was due to higher-than-expected dividend income of 

QAR17m (cf. our QAR4m) and lower-than-expected SG&A 

expenses (13% lower than forecast) 

► QEWC has finalised a deal to acquire 39% of AES Oasis Ltd, 

which owns 60% of AES Jordan Holding (the operator of a 

370MW gas-fired power station in Jordan). The total 

investment cost was c. QAR127m, of which QEWC paid 

QAR95.6m in February 2012  

► We maintain our target price (TP) of QAR159/share and a 

BUY recommendation  
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regardless of the fact that it should have a relatively small impact on QEWC’s own valuation. We expect the new investment to 

be treated as an associate investment and to generate associate profit of c. QAR9m in 2012.  

We maintain our 2012 earnings estimate, our TP at QAR158/share, and BUY recommendation. 

QEWC: 1Q12 Results summary  

 1Q12a YoY Δ (%) QoQ Δ (%) 1Q12e Variance 2012e 

All numbers in QARm unless otherwise stated       

Electricity Generation 399 12% -23% 360 11% 2,104 

Water desalination 354 10% 0% 326 8% 1,457 

Lease 251 3% -2% 247 2% 1,035 

Total revenue 1,004 9% -11% 933 7.7% 4,596 

Total gross profit 620 9% -2% 576 8% 2,748 

Gross profit margin (%) 62% 0pps 5pps 62% 0pps 60% 

SG&A as a % of sales 5% -1pps 2pps 6% -1pps 4% 

EBITDA 568 11% -4% 515 10% 2,538 

EBITDA margin (%) 57% 1pps 4pps 55.3% 1pps 55% 

Net profit 291 27% 15% 251 16% 1,381 
 

Source: Company data, NAEEM Research 
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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 Rating distribution as of 6 May 2012 

BUY >20% 55% 

ACCUMULATE >10% to 20% 13% 

HOLD +10% to -10% 29% 

REDUCE <-10% to -20% 0% 

SELL < -20% 3% 

 

 

 

 

Research Contacts 

Mike Millar, CA Regional Head of Research +202 3300 5321  mike.millar@naeemholding.com 

May El Haggar Deputy Head of Research +202 3300 5322 may.elhaggar@naeemholding.com 

Hisham Halaldeen Sales Research +202 3300 5323 hisham.halaldeen@naeemholding.com 

Sales and Trading Contacts 

Sherine Ezzat Regional Director, 

MENA Trading, Foreign Markets & GDRs 
+202 3300 5401       sherine.ezzat@naeemholding.com 

Teymour El Derini Director of MENA Sales & Trading +202 3300 5402      teymour.elderini@naeemholding.com 

Tarek Abaza Head of Trading Desk - Egypt +202 3300 5416    tarek.abaza@naeemholding.com 

 

mailto:mike.millar@naeemholding.com
mailto:may.elhaggar@naeemholding.com
mailto:Mike.millar@naeemholding.com
mailto:sherine.ezzat@naeemholding.com
mailto:teymour.elderini@naeemholding.com
mailto:tarek.abaza@naeemholding.com

