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Recent Updates & Key 
Developments 

 Zain’s customer base grew 7% YoY in the first quarter of 2012, adding 

approximately 2.6 million subscribers to reach 40.3 million active customers. 

The main driving force behind this growth was Sudan, which added 3.2 million 

subscribers and represented a YoY growth of 29.6%. Offsetting this growth 

however was Zain KSA, which witnessed a 1.9 million decline in subscribers. 

 

 The company reported a slight YoY increase in revenues (0.42%) and profit 

(1.44%) for the first quarter of 2012, with revenues and profit reaching KWD 

325.7 million and KWD 70.9 million respectively. Total assets remained 

virtually unchanged from the previous quarter (4Q2011) and stood at KWD 

3,291 million at the end of 1Q2012. 

 

 Zain Sudan’s €220 million loan, which caused significant forex losses in 2011, 

was fully prepaid in the first quarter of 2012. Going forward, this should lower 

Zain’s currency risk exposure and cause the company to experience lower 

forex losses in the future. 

 

 With a very small portion of revenue coming from data services in Sudan and 

Iraq, these two markets are considered the future growth engines of the 

company. However, the company’s operations in Sudan will face challenges due 

to the worsening economic and political situation in the country. Additionally, 

due to the sheer size of the Saudi market and Zain’s relatively small market 

share, Zain KSA is also considered a future growth engine of the company. 

 

 Zain KSA will be going through significant capital restructurings during the 

second quarter of 2012, with a proposed capital reduction and subsequent 

capital increase. The proposed SAR 9.2 billion capital reduction will be used to 

absorb accumulated losses of the company and the ensuing SAR 6 billion 

capital increase will be done through a conversion of shareholders’ loans and a 

rights issue. We expect these restructurings to be complete by June 2012. 

Valuation 

Revenues & Losses 
 
Based on our individual forecasts for the countries in which Zain operates, we 
expect the company’s revenues to grow at an average of 1.52% from 2012 to 
2016 and to reach KWD 1.36 billion in FY-2012. In order to forecast Zain’s 
revenues, we broke down our analysis into country segments, taking into account 
each segment’s status (competition & penetration rate) along with key 
macroeconomic indicators (such as expected population growth rate). 
 
Net Income attributable to the shareholders’ of the parent company is forecasted 
to grow at an average of 2.40% from 2012 to 2016 and to reach KWD 304.3 
million in FY-2012, compared to KWD 284.9 million in FY-2011 – a YoY increase 
of 6.81%.  
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DCF-FCFF & Price Multiples 
 
We have revised our previous valuation of Zain’s stock based on the company’s 
1Q2012 financial results and its most recent developments. In order to reach our 
revised fair value of the stock, we used a weighted average of both the DCF-FCFF 
and the Price Multiples approaches, allocating 40% weight to the DCF-FCFF 
approach and 60% to the Multiples approach. We reached a weighted average fair 
value of Zain’s stock of KWD 0.912 hence representing a 28.4% upside compared 
to the current market price of KWD 0.710 as on 22/5/2012. Accordingly, we 
raise our previous update’s recommendation of “HOLD” to “ACCUMULATE” for 
Mobile Telecommunications Company (Zain).  
 
 
 

    
WACC 

G
ro

w
th

 0.912 8.62% 9.62% 10.62% 11.62% 12.62% 

0.5% 0.983 0.936 0.899 0.868 0.843 

0.8% 0.993 0.944 0.905 0.873 0.847 

1.0% 1.004 0.953 0.912 0.878 0.851 

1.3% 1.016 0.961 0.918 0.884 0.855 

1.5% 1.029 0.971 0.926 0.889 0.860 

 
 

KMEFIC Recommendation Scale 
 

BUY                          potential upside is more than 30% 

ACCUMULATE         potential upside is between 15% and 30% 

HOLD                       potential upside or downside is less than 15% 

REDUCE                    potential downside is between 15% and 30% 

SELL                          potential downside is more than 30% 
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Appendix 

INCOME STATEMENT 
 

 In KWD 000s FY11  FY12 E FY13 E FY14 E FY15 E FY16 E 

Revenue 1,321,921 1,355,830 1,367,225 1,384,977 1,405,102 1,425,689 

Cost of sales (353,914) (361,586) (364,625) (369,360) (374,727) (380,217) 

Gross profit 968,007 994,243 1,002,600 1,015,617 1,030,376 1,045,472 
Distribution & Marketing  
expenses (283,125) (260,931) (263,124) (266,541) (270,414) (274,376) 
General & Administrative 
expenses (74,868) (91,445) (92,213) (93,411) (94,768) (96,157) 

Depreciation & Amortization (170,700) (196,624) (219,587) (243,517) (267,776) (292,389) 

Other Operating Expenses (9,654) (2,750) (2,773) (2,809) (2,849) (2,891) 

Operating profit 429,660 442,493 424,902 409,340 394,568 379,659 

Finance cost (27,429) (25,397) (28,450) (29,659) (32,601) (34,265) 

Income before Tax 360,217 405,840 397,608 403,404 408,287 414,318 

Net Profit* 284,866 304,268 307,439 311,921 315,696 320,360 

*Attributable to Parent 
Shareholders           

 
 

BALANCE SHEET 
 

 In KWD 000s FY11  FY12 E FY13 E FY14 E FY15 E FY16 E 

Cash and bank balances 404,764  522,602  570,248  569,526  617,546  620,507  

Trade and other receivables 332,843  386,450  389,698  394,758  400,495  406,362  

Total current assets 764,668 937,324 988,534 993,291 1,047,507 1,056,806 

Property & equipment 795,644  872,526  943,339  993,623  1,023,502  1,032,712  

Intangible assets 1,256,094  1,225,999  1,195,885  1,165,749  1,135,590  1,105,409  

Total non-current assets 2,522,566 2,592,804 2,620,345 2,648,614 2,680,063 2,712,121 

Total assets 3,287,234 3,530,129 3,608,879 3,641,905 3,727,570 3,768,926 

              

Liabilities and Equity             

Trade and other payables 506,541  668,771  674,391  683,148  693,075  703,229  

Due to banks 313,823  216,677  266,677  265,677  311,010  241,010  

Total current liabilities 820,364 885,447 941,068 948,824 1,004,085 944,239 

Due to banks 226,159  341,469  324,792  309,116  298,105  357,095  

Total non-current liabilities 261,332 385,127 369,419 354,157 344,201 403,702 

Total Liabilities 1,081,696 1,270,575 1,310,488 1,302,981 1,348,286 1,347,941 

              

Equity             

Attributable to parent 
shareholders 2,080,490 2,134,506 2,173,343 2,213,876 2,254,236 2,295,937 

Total Equity 2,205,538 2,259,554 2,298,391 2,338,924 2,379,284 2,420,985 

Total Liabilities and Equity 3,287,234 3,530,129 3,608,879 3,641,905 3,727,570 3,768,926 
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This report is being provided for informational purposes only and on the condition that it will not form a 
primary basis for any investment decision. This report is not an offer to buy or sell any of the securities that 
may be referred to herein. In no event will KMEFIC be liable for any loss occurring from investment decisions 
made based on the recommendation here-enclosed. Past performance is not necessarily a guide to future 
performance. Investors should make their own decision on whether or not to buy or sell the securities 
covered herein based upon their specific investment goals and in consultation with their financial advisor. 
KMEFIC has no obligation to update, modify or amend this report or to otherwise make any notification or 
announcement thereof in the event that any matter stated herein, or any opinion, projection, forecast or 
estimate set forth herein, changes or subsequently becomes inaccurate.  The inclusion of any 
opinions/estimates does not necessarily imply a recommendation or endorse the views expressed within 
them. Many areas of the report contain opinions and/or analysis that represent the involved analysts' views;   
neither the analysts nor KMEFIC shall be in any way liable for their opinions expressed in the report. KMEFIC 
may or may not have ownership or interest in companies mentioned in this report. This report has been 
prepared and issued by the Research Department @ Kuwait & Middle East Financial Investment Co. K.S.C.C. 
(KMEFIC), a licensed Kuwaiti investment company regulated by the Central Bank of Kuwait and the Capital 
Markets Authority. KMEFIC prepared this report using publicly available information, internal data, and other 
sources considered reliable; however, KMEFIC makes no representations or warranties of any kind, express 
or implied, about the completeness, accuracy, reliability, suitability with respect to the report or the 
information, analysis, opinions, or related graphics contained on the report for any purpose. While great care 
has been taken to ensure that the facts stated are accurate, neither KMEFIC nor any of its employees shall 
be in any way responsible for the contents. Neither this document nor any of its contents may be distributed 
in any jurisdiction where its distribution is restricted by law. Neither this document nor its content may be 
copied, transmitted or distributed without the prior written consent of KMEFIC. Additional information on the 
contents of this report is available on request. 


