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• A leading utility player in Qatar and the MENA region, with a 55% 
and 73% market share in Qatar’s electricity and water sector 

• Consolidation of Nebras last year has lowered geographical 
concentration risk and boosts earnings growth potential 

• The utility business model provides long-term revenue visibility 
with steady and healthy cash flow generation            

• The Facility E project (currently not in our estimates), under 
consideration by KAHRAMAA for re-tendering, offers upside 
potential to our earnings estimates  

We review our coverage of Qatar Electricity & Water (QEWS) and raise our 
target price to QAR 20.50 per share (previously: QAR 19.90). At the current 
market price, the target price indicates an upside of 16.7%. Accordingly, we 
maintain our Accumulate rating on the stock.  Currently, the stock trades at 
FY’23e P/E of 13.4x and P/B of 1.3x, above its 3-year daily average forward 
P/E of 12.8x but below its daily average forward P/B of 1.6x.   
 

Investment Summary 

With its vast experience, leading market position, strong fundamentals, 
and overseas expansion plans, QEWS looks well set for sustained growth 
 

 

i) QEWS’ consolidated power and water capacity will remain stable around 
current levels as it secured a renewal for its 377 MW RAF B1 power plant. The 
2,600 MW and 100 MIGD Facility E project is on hold right now but could be 
offered by KAHRAMAA again, which would lift earnings prospects.   

ii)  Two under-construction projects of Nebras in Bangladesh and Uzbekistan 
are expected to commence operations later in 2023 and in 2025/26, 
respectively. However, they are likely to reflect in associates/JV as Nebras has 
below 50% stake in them.  

iii) QEWS margins are under pressure currently, but we expect them to 
improve gradually towards the historical average driven by efficiency and 
cost optimization initiatives.    

iv) QEWS boasts of a strong balance sheet with a stable D/E liquidity ratio and 
a good cash balance of over QAR 6bn as of Jun’23-end. FCF generation is 
expected to remain well above QAR 1bn on average over our forecast period, 
which will facilitate debt servicing and meeting capex requirements.   

iv) DPS is estimated to keep growing supported by healthy cash flows. The 
current dividend yield on the FY 2022 dividend comes to over 5%.      
 

 

Recommendation Accumulate

Bloomberg Ticker QEWS QD

Current Market Price (QAR) 17.57

52wk High / Low (QAR) 19.68/16.00

12m Average Vol. (000)                         491.7 

Mkt. Cap. (USD/QAR mn) 5,284/19,327

Shares Outstanding (mn)                     1,100.0 

Free Float (%) 38%

3m Avg Daily Turnover (QAR'000)                     6,136.9 

6m Avg Daily Turnover (QAR'000)                     6,313.2 

P/E'23e (x)                            13.4 

P/B'23e (x)                              1.3 

Dividend Yield '23e (%) 5.3%

Price Performance: 

1 month (%)                              6.1 

3 month (%)                            21.1 

12 month (%)                              6.7 
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Price-Volume Performance

Vol, '000 (RHS) Px, QAR (LHS)

Year FY20 FY21 FY22 FY23e FY24e FY25e

Revenues (QAR mn) 2,476.1    2,381.0    2,645.7    2,845.0    2,980.5    3,090.0    

Net income (QAR mn) 1,157.7    1,467.9    1,710.8    1,481.7    1,477.9    1,595.4    

Operating margin 31.6% 43.5% 45.3% 33.3% 32.6% 32.7%

Net profit margin 46.8% 61.7% 64.7% 52.1% 49.6% 51.6%

RoE 11.7% 13.6% 12.7% 9.7% 9.5% 9.9%

FCF (QAR/share) 1.190        1.221        1.422        1.114        1.221        1.235        

DPS (QAR/share) 0.630        0.800        0.950        0.950        0.945        0.965        

Dividend Yield 3.5% 4.8% 5.4% 5.3% 5.3% 5.4%

P/E (x) 17.0x 12.4x 11.4x 13.4x 13.4x 12.4x

P/B (x) 2.0x 1.5x 1.3x 1.3x 1.3x 1.2x

Source: Company Reports, U Capital Research *Dividend Yield, P/E, and EV/EBITDA from FY23 onwards are calculated on current price

mailto:neetika@u-capital.net
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Company Analysis 
Organic capacity is expected to remain constant with the company securing an extension of 
the RAF B1 plant, though the Facility E project is unlikely to commence over the forecast 
period   

QEWS electricity generation capacity through its three plants — Ras Abu Fontas B (RAF B), Ras Abu Fontas B1 (RAF B1), 
and Ras Abu Fontas B2 (RAF B2) stood stable at 1,553 MW at the end of 2Q 2023, thanks to the renewal of RAF B1 power 
purchase agreement (PPA) with Qatar General Electricity & Water Corporation (KAHRAMAA) during March 2023. The RAF 
B1 PPA was originally due to expire in August 2022. However, we revised down QEWS’ consolidated capacity by slightly 
over 1,100 MW as we reassessed Nebras Power’s capacities, based on the most recent available information. It is to be 
noted that Nebras was earlier QEWS’ 60% JV but became its 100% subsidiary in early 3Q 2022. To arrive at the capacity 
that could be considered for consolidation, we have considered those projects of Nebras in which it has a stake of 50% or 
more. According to our calculations, the combined capacity of such projects is 685 MW, which we have taken into account, 
in addition to the 756 MW capacity of its 80% subsidiary Ras Laffan Power Company. This brings the total electricity 
generation capacity of QEWS to nearly 3.0k MW, lower than our previous estimate of about 4.1k MW since earlier 1,800 
MW equity attributable capacity of Nebras was considered. 

Fig. 1: Water capacity has reduced slightly due to the closure of 2 MIGD Dukhan desalination plant  

 

Source: Company Reports, U Capital Research 

Fig. 2: Operational projects of Nebras in which it has a stake of 50% or more  

Project Name Capacity (MW) Nebras’ stake 

Zon Exploitatie Holding - Netherlands 39 75% 

Salgueiro – Brazil 114 80% 

Jaíba – Brazil 102 80% 

Lavras- Brazil 152 80% 

Francisco Sá – Brazil 114 80% 

Scythia 1 – Ukraine 13 75% 

Scythia 2 – Ukraine 33 75% 

Terslav – Ukraine 20 75% 

Sun Power – Ukraine 7 75% 

Free Energy – Ukraine 19 75% 

NEC Energia – Brazil 73 50% 

Total 685  
 

Source: Company Reports, U Capital Research 
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Fig. 3: Under development projects in which Nebras holds an interest  

Project Name Capacity (MW) Nebras’ stake Expected completion date 

Zonnepark Duisterweg – Netherlands 14.5 40.0% Under Construction 

Unique Meghnaghat Power Limited – Bangladesh 584 24.0% October 2023 

Syrdarya II power plant – Uzbekistan 1,600 33.3% 2025-2026 

Source: Company Reports, U Capital Research  

Over our forecast period till FY 2027e, we expect QEWS’ current consolidated capacity to remain largely stable, as we 
have excluded the 2,600 MW Facility E project from our calculations. The project, for which a PWPA had to be signed 
in March 2022, was expected to commence operations by FY 2026e. However, after informing in its 2022 annual 
report that KAHRAMAA decided to re-tender the Facility E project, no further information is available about the same, 
and hence we are not very hopeful about the project commencing operations within our forecast period. While a 
couple of projects of Nebras will come online during the next 4-5 years, we opine they might be mostly through the 
associate or JV route since Nebras’ stake in them stands below 50%.   

Similar to the power capacity, QEWS’ water capacity is also estimated to stay flat till FY 2027e. The company currently 
has five water desalination plants (RAF B: 33 MIGD; RAF B2: 30 MIGD; RAF A1: 45 MIGD; RAF A2: 36 MIGD; RAF A3: 
36 MIGD) with a cumulative capacity of 180 MIGD, while its Dukhan Desalination Plant of 2 MIGD capacity ceased 
operations effective 02 December 2022, following the termination of its contract with QatarEnergy. Adding the 40 
MIGD of the subsidiary Ras Laffan brings QEWS’ total water desalination capacity to 220 MIGD, which we foresee to 
remain stagnant over the next 4-5 years, again due to the unlikely commencement of the Facility E project with 100 
MIGD capacity by FY 2026e. 

As no organic electricity generation or water desalination capacity is expected to be added by QEWS during FY 2023e-
2027e, either on its own or through its subsidiaries, according to the currently available information, we taper our FY 
2022-2027e revenue CAGR estimate to a nominal 4%, as compared to 13% CAGR forecasted previously. Further, as 
stated in our previous report, the share of the power segment in the total revenue edged higher post-consolidation of 
Nebras, reaching 51.6% in 1H 2023 as compared to 50.5% in FY 2022. Going forward, we expect power’s share in 
total revenue to rise further by about 100 bps by FY 2027e from 1H 2023, given that Nebras only has power projects. 

Fig. 4: Overall top line is estimated to grow at a nominal 4% CAGR between FY 2022 and FY 2027e  

 

Source: Company Reports, U Capital Research    

Profitability is expected to improve gradually supported by cost control and partially 
assured revenues, but reaching historical levels over the next 4-5 years appears unlikely  

QEWS’ margins have weakened largely since the acquisition of Nebras in early 2H 2022. As we pointed out in our previous 
report, the company sells its power and water output mostly to KAHRAMAA in Qatar through several long-term 
agreements. A portion of its revenue is based on plant availability which implies the revenue will be payable by the off-
taker (like KAHRAMAA) irrespective of whether it produced any output or not, provided it should remain in a position to 

1,028 1,145 1,116 1,337 1,480 1,559 1,616 1,665 

1,238 

1,331 

1,265 

1,309 
1,365 1,422 1,473 1,503 45.4%

46.2% 46.9%
50.5%

52.0% 52.3% 52.3% 52.6%

40.0%

42.0%

44.0%

46.0%

48.0%

50.0%

52.0%

54.0%

0

500

1,000

1,500

2,000

2,500

3,000

3,500

FY19 FY20 FY21 FY22 FY23e FY24e FY25e FY26e

 Revenue - power  Revenue - water Power revenue share in total revenue



 QEWS 
 

Page 5 of 12 
P.O.BOX 1137, PC 111 – CPO, Sultanate of Oman l CR No. 1279406 l Tel: +9682494 9000 l Fax: +968 2494 9099 l Email: info@u-capital.net l Web: www.u-capital.net 

deliver the required power and/or water output when instructed by the off-taker. Such revenue, known as capacity charge, 
has provided QEWS with around 50% of its total revenue on average over the past 4-5 years. through power and water 
capacity charges. The capacity charges, being kind of fixed in nature, help the company cover its fixed costs and lend 
stability to its margins. Apart from capacity charges, the company also establishes long-term fuel supply contracts with 
QatarEnergy to lock in its fuel costs and protect margins, given that fuel costs account for the bulk of the company’s total 
variable expenses.     

Fig. 5: Relatively fixed capacity charges generate decent revenue for the company which also supports margins 

  

Source: Company Reports, U Capital Research                          

Despite these arrangements, QEWS’ margins have come under pressure since the acquisition of Nebras which we believe 
could be a result of international projects of Nebras having differing metrics as compared to projects in Qatar. Nevertheless, 
we expect margins to stabilize gradually with the normalization of consolidated operations, and improve over the medium 
term, aided by the company’s cost control and efficiency improvement initiatives. 

The balance sheet remains strong with healthy liquidity and a stable leverage position     

As per QEWS FY 2022 financials, borrowings worth over QAR 7bn will mature between FY 2023 and FY 2027. Out of this, 
the company has already paid around QAR 2bn during 1H 2023, which leaves an outstanding of QAR 5bn to be repaid 
between 2H 2023 and FY 2027. However, it is worth highlighting here that QEWS boasts of a good liquidity position as it 
had slightly over QAR 6bn as at the end of 2Q 2023. Further, the business also generates solid free cash flows. During FY 
2017 and FY 2022, the company generated free cash flows averaging between QAR 1.4bn and QAR 1.5bn, and we expect 
similar cash flow generations going forward as well. Thus, based on our calculations, we believe the company will 
comfortably meet its debt repayment obligations even if it considers not refinancing any of its loan facilities. This is despite 
our assumption that capital expenditure (capex) will rise to a higher level on average due to the various Nebras projects. 
Over the last six years, except once, the company has also distributed higher dividends, in absolute terms, and we see no 
difficulty for QEWS in doling out higher dividends in the future. At the current market price, the QEWS FY 2022 dividend 
offers a yield of slightly over 5%.  

Fig. 6: Cash balance is forecasted to decline amid large debt repayments, but solid cash flows are likely to take care of funds  

 

Source: Company Reports, U Capital Research    
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Fig. 7: Capex is estimated to rise after Nebras’ acquisition Fig. 8: DPS should maintain a rising trend  

  

Source: Company Reports, U Capital Research Source: Company Reports, U Capital Research 

Valuation 
 

Our target price is based on the discounted cash flow (DCF) methodology using free cash flow for the firm (FCFF), and 
relative valuations, using P/E and P/B. 

 
Although the company is facing some pressure on its profitability currently and there is little clarity on its future organic 
capacity growth plan with the deferment of the Facility E project as of now, we remain optimistic about its long-term 
growth prospects, given its leading market share, long-term business visibility, overseas expansion through Nebras, focus 
on efficiency improvement, among others. While our WACC estimate rose by 70 bps from our previous report to ~10.0%, 
our free cash flow estimates have also increased overall as we lower our capex estimate with little visibility of new 
expansion projects. Consequently, our target price for QEWS comes to QAR 20.50 (previously, QAR 19.90). At the current 
market price, the target price indicates an upside of 16.7%, and hence we maintain our Accumulate rating on the stock. 
Currently, the stock trades at FY’23e P/E of 13.4x and P/B of 1.3x, above its 3-year daily average forward P/E of 12.8x but 
below its daily average forward P/B of 1.6x.   

Risks to Valuation 
 

Key downside risks to our valuations include: 
• Increase in capex requirements going forward in case the company secures Facility E or other similar projects, 

while currently, we have assumed no new organic capacity addition over our forecast period.  
• In case the ongoing pressure on the company’s profitability persists for a higher-than-expected period. 

Key upside risks to our valuations include: 
• More-than-expected earnings growth if case organic capacity increases either locally or internationally within our 

forecast period. In its FY 2022 annual report, the QEWS Chairman said that the company might again be offered 
the Facility E project by KAHRAMAA which, if materializes, could lead to an increase in capacity and earnings 
towards the end of our forecast period. 

• The company’s cost optimization initiatives lead to higher-than-expected margins. 
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Source: Company Filings, Bloomberg, U Capital Research; Current market price as of 25 September 2023 

 

 

  

Valuation

QEWS

(Currency) QAR
DCF (50.0% weight)
PV of Free Cash Flows (mn)
Year 1 1,194
Year 2 1,190
Year 3 1,094
Year 4 1,008
Year 5 929
Terminal Value 17,767
PV of Terminal Value 11,820
Less: Debt (9,056)                                  
Less: Minority interest (332)                                     
Less: Employee retirement benefits (90)                                        
Add: Cash & bank balances 6,282
Add: Investments 10,405                                 
Equity value (mn) 24,444
Outstanding Shares (mn) 1,100.0

Assumptions
Risk Free Rate (%) 4.9%
Adjusted Beta 0.84                                      
Risk Premium (%) 7.3%
Cost of Equity (Ke) (%) 11.0%
WACC (%) 10.0%
Target Price 22.22                                 

P/E based Relative Valuation (25.0% weight)
Target P/E multiple (x) 13.7
EPS FY 2023e 1.35
Target Price 18.46

P/B based Relative Valuation (25.0% weight)
Target P/B multiple (x) 1.4
BVPS FY 2023e 13.96
Target Price 19.10

Weighted Average Target Price 20.50

Current Market Price 17.57

Upside/(Downside), % 16.7%

Recommendation Accumulate
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Sensitivity Analysis 
 

Our overall TP for QEWS changes in the range of 0.75%-1.25% range to +/- 0.25% change in terminal growth or cost of 
capital (CoE) assumptions. Further, our TP changes around 0.80% to +/-0.50x changes in the target P/E multiple. Also, 
our TP changes around 4.00% to +/-0.25x changes in the target P/B multiple. 

QEWS 
 

 Terminal growth 
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C

 

235.50 1.50% 1.75% 2.00% 2.25% 2.50% 

9.5% 20.60  20.79  20.99  21.21  21.44  

9.8% 20.37  20.55  20.74  20.94  21.15  

10.0% 20.16  20.33  20.50  20.69  20.89  

10.3% 19.96  20.11  20.28  20.45  20.63  

10.5% 19.77  19.91  20.06  20.23  20.40  
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Peer Group Valuation 
 

Source: Bloomberg, U Capital Research, na – not available, nm – not meaningful; *valued as of 25 September 2023; Note: Data highlighted in pink color is 
current/TTM 

 
Fig. 9: Utilities - Price to Earnings & Dividend Yield Fig. 10: Utilities – RoE & EV to EBITDA 

  

 Source: Bloomberg, U Capital Research; As of 25 Sep 2023    
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Key financials

In QAR mn, except per share metrics and price FY20 FY21 FY22 FY23e FY24e FY25e

Income Statement

Revenue from water and electricity 2,476 2,381 2,646 2,845 2,980 3,090

Cost of sales (1,687)  (1,509)  (1,669)  (1,912)  (2,005)  (2,074)  

Gross profit 899 966 1,052 1,011 1,049 1,087

Administrative and general expenses (303)      (148)      (298)      (314)      (322)      (327)      

Other income/(expenses) 186        218        444        252        245        249        

Operating profit 782 1,036 1,199 949 972 1,010

Finance costs (150)      (116)      (288)      (516)      (380)      (294)      

Share of profit of joint ventures and associates 551        570        669        704        702        758        

Income before tax 1,183 1,490 1,750 1,502 1,511 1,631

Non-controlling equity 25           22           40           25           25           27           

Net income/(loss) attributable to shareholders of the company 1,158 1,468 1,711 1,482 1,478 1,595

Balance Sheet

Finance lease receivable 150        25           34           96           93           89           

Trade and other receivables 494        566        779        927        972        1,007    

Bank balances and cash 3,479    3,627    8,117    4,888    3,547    2,310    

Investment in joint venture and associates 4,000    5,073    8,905    8,864    9,567    10,325  

Property, plant and equipment 5,041    4,805    6,084    5,897    5,564    5,246    

Total assets 17,150 18,490 27,809 24,395 23,410 22,600

Interest bearing loans and borrowings 6,304    5,680    11,075  7,207    5,693    4,270    

Trade accounts & other payables 684        688        932        1,084    1,137    1,176    

Employees’ end of service benefits 81           76           88           95           110        127        

Total liabilities 7,184 6,503 12,352 8,695 7,247 5,877

Share capital 1,100    1,100    1,100    1,100    1,100    1,100    

Retained earnings/(accumulated losses) 6,940    7,684    8,734    9,225    9,664    10,197  

Total equity, including minority interest 9,966 11,988 15,457 15,700 16,163 16,723

Cash Flow Statement

Net cash generated from operating activities 1,168    1,236    1,252    1,342    1,659    1,627    

Net cash generated from investing activities 314        225        (1,749)  3,850    (64)         (82)         

Net cash (used in) provided by financing activities (1,308)  (1,494)  1,394    (5,453)  (2,936)  (2,782)  

Cash and cash equivalents at the end of the period as per BS 3,479 3,627 8,117 4,888 3,547 2,310

Key Ratios

Gross margin 36.3% 40.6% 39.8% 35.5% 35.2% 35.2%

EBITDA margin 43.1% 55.3% 56.5% 47.3% 46.0% 45.7%

Operating margin 31.6% 43.5% 45.3% 33.3% 32.6% 32.7%

Net margin 46.8% 61.7% 64.7% 52.1% 49.6% 51.6%

ROA 6.7% 8.2% 7.4% 5.7% 6.2% 6.9%

ROE 11.7% 13.6% 12.7% 9.7% 9.5% 9.9%

Current Ratio (x) 0.2x 0.2x 0.3x 0.3x 0.2x 0.2x

Capex/Sales 0.2% 1.8% 1.0% 1.5% 2.0% 2.5%

Debt-Equity Ratio 0.6x 0.5x 0.7x 0.5x 0.4x 0.3x

EPS 1.052    1.334    1.555    1.347    1.344    1.450    

BVPS 8.871    10.737  13.749  13.961  14.360  14.845  

DPS 0.630    0.800    0.950    0.950    0.945    0.965    

Dividend Payout Ratio 59.9% 60.0% 61.1% 70.5% 70.3% 66.5%

Dividend Yield (%) 3.5% 4.8% 5.4% 5.3% 5.3% 5.4%

P/E (x) 17.0x 12.4x 11.4x 13.4x 13.4x 12.4x

P/BV (x) 2.0x 1.5x 1.3x 1.3x 1.3x 1.2x

EV/EBITDA (x) 15.2x 9.4x 7.8x 8.8x 8.0x 7.1x

Price as at period end* 17.85    16.60    17.70    18.00    18.00    18.00    
Source: Company Reports, U Capital Research *Current market price is used for forecast periods
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Ubhar Capital SAOC (U Capital) 
 

Website: www.u-capital.net 
PO Box 1137 

PC 111, Sultanate of Oman 
Tel: +968 2494 9000 
Fax: +968 2494 9099 

Email: research@u-capital.net 
       

 

Disclaimer: This report has been prepared by Ubhar Capital (U Capital) Research and is provided for information purposes only. Under no 
circumstances is it to be used or considered as an offer to sell or solicitation of any offer to buy. While all reasonable care has been taken to ensure 
that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or 
completeness and it should not be relied upon as such. The company accepts no responsibility whatsoever for any direct or indirect consequential 
loss arising from any use of this report or its contents. All opinions and estimates included in this document constitute U Capital Research team’s 

 

Recommendation  

BUY Greater than 20% 

ACCUMULATE Between +10% and +20% 

HOLD Between +10% and -10% 

REDUCE Between -10% and -20% 

SELL Lower than -20% 

http://www.u-capital.net/
mailto:research@u-capital.net
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judgment as at the date of production of this report and are subject to change without notice. This report may not be reproduced, distributed or 
published by any recipient for any other purpose. 


