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Recommendation OUTPERFORM Risk Rating R-3 

Share Price QR139.00 Target Price QR171.2 

Implied Upside 23%   

Site Visit Reveals Key Projects on Track; Maintain 
Outperform 

 Field trip to IQCD’s new fertilizer and petrochemical plants confirm key 

expansion projects remain on track. We hosted an investor trip to Mesaieed 

Industrial City (MIC) to visit Industries Qatar‟s QAFCO 5 & 6 plants and 

QAPCO facilities last week. The following is a summary of our visit notes:  

 New fertilizer plants expected to exceed 100% utilization by mid-3Q2012. 

(1) QAFCO 5 is fully operational. We were told that Ammonia 5 had been 

down for a few days due to teething issues and gas was being diverted from 

Ammonia 6 to Urea 5. Gas was being reintroduced to Ammonia 5 when we 

were at the site and this should be up and running in two weeks. (2) QAFCO 6 

– gas was just being introduced into production when we were at the facility 

and this plant should be fully operational by July 2012 (first urea production in 

June). QAFCO 5/6 should provide QAFCO with a 15% market share of traded 

urea-based fertilizers increasing the company‟s export capacity to roughly 5.4-

5.7mtpa. This should help QAFCO become the largest single site producer of 

urea and ammonia in the world. (3) Plant engineers expect QAFCO 5/6 to 

exceed 100% utilization rates in July/August as has been the case historically 

with 1-4. This is in contrast to the lower levels that have been budgeted in the 

five year plan, in which overall fertilizer plant utilization rates are expected to 

range between 90% (2012) and 98.1%. We note that overall fertilizer utilization 

was at 111.5% in 2011. We were also informed that the plants undergo major 

maintenance every 3-4 years (21 days maximum downtime per plant). (4) Only 

about 20-25% of urea is sold under long-term contracted rates (agreements 

typically last 2-3 years). The company also has an off-take agreement with 

partner Yara but tries to divert only limited quantities for that arrangement. 

Most (around 75%) of urea is sold in the spot markets or at benchmarked 

rates and 7-10% is sold in the US (where prices are currently exceeding 

$600/t). Ammonia that is sold externally is also sold in the spot market. 

 LDPE 3 is gearing up for commercial launch in June. This plant is 

expected to be at full capacity by June/July 2012 increasing QAPCO‟s total 

LDPE production capacity to over 650-700ktpa. QAPCO‟s products are 

shipped via freight to over 140 markets globally through contracted shippers 

such as NORGAS, Eitzen, etc. and the port is located right next to the 

production facility. 

 Site visit reinforces our bullish view on IQCD. The expected increases in 

fertilizer/petrochemical capacities remain on track. QAFCO should also benefit 

from the recent gains seen in urea prices (especially in the US). Several 

avenues for expansion, beyond what has been communicated to the market, 

remain under discussion. We maintain our above consensus EPS of QR16.32 

and QR18.59 for 2012 and 2013, respectively. Macro risks remain but we 

remain optimistic. 

 
Key Data: 

Bloomberg ticker IQCD QD QGTS:QD 

ADR/GDR ticker NA N/A 

Reuters ticker IQCD.QA QGTS.QA 

ISIN QA000A0KD6K3 QA000A0KD6L1 

Sector Industrials Services 

52wk high/52wk low (QR)  149.00/118.30 22.0/16.0 

3-m average volume („000) 231.5 0.53 

Mkt. cap. (USD bn/QR bn)  21.0/76.5 2.6/9.4 

Shares outstanding (mn)  550 553.8 

FO Limit* (%)  7.5 50 

Current FO* (%)  6.6 276.9 

1-year total return (%) 3.5 -6.5 

Fiscal year end Dec. 31 Dec 31 

Source: Bloomberg (as of May 22, 2012), *Qatar 
Exchange 

 

Broker Recommendations 

Recommendation Number 

Buy 14 

Hold 1 

Sell 0 

Source: Bloomberg 
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Key Financial Data and Estimates 

QR mn  FY2009 FY2010 FY2011 FY2012e FY2013e 

Revenue 9,857 12,331 16,549 18,457 21,500 

Net Profit 4,959 5,478 7,931 8,975 10,224 

Net Profit (Consensus)*    8.365 9.566 

P/E (x) 15.4  14.0 9.6 8.5 7.5 

Source: Company Data, QNBFS Estimates, *Bloomberg 
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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

OUTPERFORM Greater than +20% R-1 Significantly lower than average

ACCUMULATE Between +10% to +20% R-2 Lower than average

MARKET PERFORM Between -10% to +10% R-3 Medium / In-line with the average

REDUCE Between -10% to -20% R-4 Above average

UNDERPERFORM Lower than -20% R-5 Significantly above average

 

 

DISCLAIMER: This publication has been prepared by QNB Financial Services SPC (“QNBFS”) a wholly-owned 

subsidiary of Qatar National Bank (“QNB”). QNBFS is regulated by the Qatar Financial Markets Authority and the 

Qatar Exchange; QNB is regulated by the Qatar Central Bank. This publication expresses the views and opinions 

of QNBFS at a given time only. It is not an offer, promotion or recommendation to buy or sell securities or other 

investments, nor is it intended to constitute legal, tax, accounting, or financial advice. We therefore strongly 

advise potential investors to seek independent professional advice before making any investment decision. 

Although the information in this report has been obtained from sources that QNBFS believes to be reliable, we 

have not independently verified such information and it may not be accurate or complete. While this publication 

has been prepared with the utmost degree of care by our analysts, QNBFS does not make any representations 

or warranties as to the accuracy and completeness of the information it may contain, and declines any liability in 

that respect. QNBFS reserves the right to amend the views and opinions expressed in this publication at any 

time. It may also express viewpoints or make investment decisions that differ significantly from, or even 

contradict, the views and opinions included in this report. 

COPYRIGHT: No part of this document may be reproduced without the explicit written permission of QNBFS. 
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