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Logistics

Aramex: Low volumes, controlled costs

BUY: 12M TP @ 3.20

Valuation Summary (TTM)

Price (AED) 271
PER TTM (x) 348
P/Book (x) 1.7
P/Sales (x) 0.7
EV/Sales (x) 1.0
EV/EBITDA (x) 8
Dividend Yield (%) 35
Free Float (%) 45.9%
Shares O/S (mn) 1,464
¥TD Return (%) -23%
Beta 0.8
(mn) AED usD
Market Cap 3,968 1,080
Total Assets 5,575 1,518
Price performance (%) 1M 3M 12M
Aramex PJSC -10% -12% -30%
Dubai Financial Market Gen 1% 15% 19%
Trading liquidity (,000) 1M 3M 6M
Avg daily turnover (AED ,000 1,792 1,818 1,716
Avg Daily Volume (,000) 602 625 558
52 week High Low CTL*
Price (AED) 4.20 270 0.4
*CTLis % change in CMP to 52wk low

Major shareholders

Geopost SA 28%
Abu Dhabi Ports Co P 22.3%
Mawer Investm ent Man 3.8%
Cthers 45.9%
Other details

Exchange DFM
Sector Transportation
Index weight (%) 1.8%
Key ratios 2020 2021 2022
EPS (AED) 0.18 0.15 0.11
BVPS (AED) 1.84 1.82 171
DPS (AED) 017 013 0.13

Payout ratio (%)
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Aramex is the regional leader in logistics and courier services. It is also
the only listed company from this segment in the GCC. The company has
operations in over 70 countries. Support from strategic shareholders,
synergies with subsidiaries and extensive use of technology have been
some of its strengths. The recently announced 2Q23 results reported
revenue at AED 1.39bn which was lower by 8.4% compared to the same
period in the previous year. Revenue was down by 4.9% in the 1H23 at
AED 2.82bn. Lower volumes across the board and currency devaluation
in some markets have been the main reasons for the declining top line.
Gross profit moved in line with the revenue, while gross margins
remained steady at 25% in 2Q23 indicating good control over costs.
EBITDA also declined during the period by 7.1% with margins holding in
the range of 10% as in the previous quarters. During 2Q23 the company
witnessed lower SG&A and other operating costs by 2% compared to
2Q22. Finance costs doubled during the period on the back of rising
interest rates during the period. The revenue de-growth, rising operating
expenses, lower other income and higher finance costs together led to a
significant decline in net profit by 57.7% to reach AED 19mn compared to
our estimate of AED 48mn. The miss in top and bottom line has made us
revise our forecast downwards. We also reduce our target price by 11%
to AED 3.2 per share. The revised target price is 15.5% from the current
price and hence we maintain our BUY rating on the stock.

Subdued volumes across the board: During the quarter international
express volumes declined by 7% YoY, while domestic volumes were higher
marginally by 0.4%. In the freight forwarding segment volumes declined by 3%
for land freight and 34% for Air. Significant decline in sea freight rates led to a
shift from air to sea causing such a steep decline. As a result, sea freight
volume increased by 38% YoY. Management believes seasonal weakness and
global decline are primary reasons for the subdued volumes. We concur with
the view as we have been witnessing similar trends in other companies across
the world.

Margins hold steady: Despite decline in volumes, it is commendable that the
company has kept realizations and margins under tight control. Overall gross
margin for the group remained at the same level as the previous quarter and
2Q22 levels of 25%. International shipment gross margin moved higher by
200bps compared to previous quarter, while domestic declined marginally by
1% (adjusting for currency impact). Both freight and logistics margins also held
steady at the levels withessed in the past. In the earnings call the management
re-iterated its focus on automation, operational efficiency and buildup of quality
client base. We have remained optimistic with regards to the operational
astuteness of the company and we continue to believe margins will hold steady
going forward.
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Significant shift from air freight to sea

Sea freight become cheaper
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Total Revenue declines by 8.4%during 2Q23 Gross margins hold steady during the quarter
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Outlook and valuation: We have revised our 2023 forecasts based on the latest results. We believe our revenue estimates
are largely achievable and we tweak it only marginally downwards by 1.2%. However higher costs including finance and
operational can cause margins to contract. This along with currency devaluation issues in certain markets can result in much
lower profits than we had earlier envisaged. Hence we reduce the profits for 2023 to a conservative AED 91mn from AED
170mn earlier. This has resulted in a decline target price from AED 3.6 to AED 3.2 per share. The revised target price is
15.5% higher than the current price and hence we maintain our BUY rating on the stock.

Aramex continues to remain a value buy based on its international operations, clientele, shareholders and leadership position.
The recent acquisition of MyUS and association with AD Ports will start generating traction in the coming quarters. We believe
the near term stress in business volume is partly seasonal and as the economic activity increases Aramex will be a high beta
beneficiary of the same. Revival of Australian operations and scaling up of Africa and Asia are other near term triggers that
can re-rate the stock. We remain positive on the management, its strategy and await an upcycle in the volume trends.
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Income statement (in AED Mn) 2023e 2024e 2025e

Rendering of services 5,246 5,510 6,069 5,926 6,049 6,419 6,941 7,547 8,358
Cost of services -2,468 -3,977 -4,638 -4,502 -4,566 -4,874 -5,261 -5,711 -6,313
Gross profit 2,778 1,534 1,431 1,424 1,483 1,545 1,681 1,836 2,045
Selling and marketing expenses -204 -221 -273 -258 -302 -321 -326 -355 -393
Administrative expenses -885 -792 -888 -908 -922 -963 -1,076 -1,189 -1,321
Oher operating expenses -1,044 -136 17 -15 -20 -10 -10 -10 -10
Other income, net 4 15 18 1 - - - - -
Operating profit 650 400 306 245 238 251 268 283 321
EBITDA 979 760 668 609 585 647 742 846 1,017
Finance income 12 10 6 5 5 5 5 5 5
Finance expense -84 -66 -60 -73 -126 -72 -71 -71 -27
Share of profits from JV/associates 4 11 10 9 5 10 10 10 10
Profit before tax 583 355 262 187 122 194 213 227 310
Income tax expense -82 -109 -81 -26 -30 -49 -53 -57 -77
Profit for the year from cont ops 501 246 181 161 91 146 160 170 232
Extraordinary items - 23 a7 4 - - - - -
Profit for the year 501 270 228 165 91 146 160 170 232

Balance Sheet (in AED Mn)

Property, plant and equipment 1,005 957 941 884 849 856 865 878 897
Right of use assets 854 890 894 861 952 1,101 1,259 1,419 1,751
Goodwill 1,128 1,136 1,003 1,758 1,758 1,758 1,758 1,758 1,758
Other intangible assets 214 216 201 324 321 321 321 321 321
Other non-current assets 72 78 67 77 78 81 81 81 84
Total non-current assets 3,274 3,277 3,107 3,903 3,958 4,116 4,283 4,456 4,810
Accounts receivable, net 1,196 1,094 1,219 1,130 1,210 1,284 1,388 1,509 1,421
Other current assets 272 272 294 284 228 244 263 286 316
Bank balances and cash 1,000 1,255 769 768 727 813 862 943 697
Total current assets 2,469 2,621 2,283 2,183 2,165 2,340 2,513 2,738 2,434
Assets held for sale - 218 11 7 - - - - -

TOTAL ASSETS 5,743 6,115 5,400 6,093 6,123 6,456 6,796 7,194 7,244
Share capital 1,464 1,464 1,464 1,464 1,464 1,464 1,464 1,464 1,464
Reserves -367 -278 -299 -399 -408 -394 -378 -361 -338
Retained earnings 1,520 1,504 1,501 1,445 1,481 1,540 1,603 1,672 1,764
Total Equity attributable to shareholders 2,617 2,691 2,665 2,510 2,537 2,610 2,690 2,775 2,891
Non-controlling interests 15 16 11 9 10 10 11 11 12
Total equity 2,633 2,707 2,676 2,518 2,547 2,620 2,701 2,786 2,902
Interest-bearing loans and borrowings 158 162 137 1,086 1,050 1,038 1,027 934 65
Lease liabilities 673 701 755 757 838 969 1,108 1,248 1,541
Employees’ end of service benefits 147 149 149 164 175 186 189 206 228
Deferred tax liabilities 50 58 42 31 30 30 30 30 30
Other non-current liabilities - - 18 16 14 10 10 10 10
Total non-current liabilities 1,027 1,071 1,101 2,054 2,107 2,233 2,364 2,428 1,873
Accounts payable 267 329 344 325 342 366 395 428 505
Lease liabilities 190 187 180 182 209 242 277 312 385
Bank overdrafts 151 68 153 131 36 31 26 21 16
Interest-bearing loans and borrowings 583 543 27 39 43 38 33 133 333
Other current liabilities 893 1,117 913 838 837 926 1,001 1,084 1,228
Total current liabilities 2,083 2,243 1,618 1,515 1,469 1,603 1,732 1,980 2,468
Liabilities held for sale - 94 5 5 - - - - -

Total liabilities 3,110 3,408 2,724 3,574 3,576 3,836 4,096 4,408 4,341
TOTAL EQUITY AND LIABILITIES 5,743 6,115 5,400 6,093 6,123 6,456 6,796 7,194 7,244

Cash Flow (in AED Mn)

Operating cash flow 860 1,107 317 566 478 530 598 708 1,179
Investing cash flow -674 -199 367 -932 -116 -91 -99 -108 -120
Financing cash flow -252 -562 -1,061 479 -516 -327 -359 -343 -1,027
Change in cash 163 255 -485 -1 -41 86 49 81 -246
Beginning cash 837 1,000 1,255 769 768 727 813 862 943

Ending cash 1,000 1,255 769 768 727 813 862 943 697
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Ratio Analysis 2025e 2026e
Per Share
EPS (AED) 0.342 0.184 0.156 0.113 0.062 0.099 0.109 0.116 0.159
BVPS (AED) 1.798 1.849 1.828 1.720 1.740 1.790 1.845 1.903 1.982
DPS (AED) 0.165 0.130 0.130 0.095 0.037 0.060 0.065 0.070 0.095
FCF per share (AED) 0.127 0.620 0.467 -0.249 0.247 0.299 0.341 0.409 0.723
Valuation
Market Cap (AED ,Mn) 5,212 6,413 6,003 5,154 4,085 4,085 4,085 4,085 4,085
EV (AED,Mn) 5,103 5,931 5,551 5,642 4,488 4,380 4,310 4,231 3,802
EBITDA 979 760 668 609 585 647 742 846 1,017
P/E (x) 10.4 23.8 26.3 31.2 44.7 28.0 25.6 24.0 17.6
EV/EBITDA (x) 52 7.8 8.3 9.3 7.7 6.8 5.8 5.0 3.7
Price/Book (x) 2.0 2.4 2.2 2.0 1.6 1.6 15 15 1.4
Dividend Yield (%) 4.6% 3.0% 3.2% 2.7% 1.3% 2.1% 2.3% 2.5% 3.4%
Price to sales (x) 1.0 1.2 1.0 0.9 0.7 0.6 0.6 0.5 0.5
EV to sales (x) 1.0 11 0.9 1.0 0.7 0.7 0.6 0.6 0.5
Ligiudity
Cash Ratio (x) 0.2 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2
Current Ratio (x) 0.8 0.8 0.8 0.6 0.6 0.6 0.6 0.6 0.6
Quick Ratio (x) 0.7 0.7 0.7 0.5 0.5 0.5 0.5 0.6 0.5

Returns Ratio

ROA (%) 8.7% 4.4% 4.2% 2.7% 1.5% 2.3% 2.3% 2.4% 3.2%
ROE (%) 19.0% 10.0% 8.5% 6.6% 3.6% 5.6% 5.9% 6.1% 8.0%
ROCE (%) 13.7% 7.0% 6.0% 3.6% 2.0% 3.0% 3.2% 3.3% 4.9%
Cash Cycle

Accounts Payable turnover (x) 9.2 12.1 135 13.9 13.3 13.3 13.3 13.3 12,5
Receivables turnover (x) 4.4 5.0 5.0 5.2 5.0 5.0 5.0 5.0 5.9
Payable Days 39.5 30.2 27.1 26.3 27.4 27.4 274 27.4 29.2
Receivables days 83.3 72.5 73.3 69.6 73.0 73.0 73.0 73.0 62.1
Cash Cycle 43.8 42.3 46.3 43.3 45.6 45.6 45.6 45.6 32.9

Profitability Ratio

Net Margins (%) 9.6% 4.9% 3.8% 2.8% 1.5% 2.3% 2.3% 2.3% 2.8%
EBITDA Margins (%) 18.7% 13.8% 11.0% 10.3% 9.7% 10.1% 10.7% 11.2% 12.2%
PBT Margins (%) 11.1% 6.4% 4.3% 3.2% 2.0% 3.0% 3.1% 3.0% 3.7%
EBIT Margins (%) 12.4% 7.3% 5.0% 4.1% 3.9% 3.9% 3.9% 3.7% 3.8%
Effective Tax Rate (%) 14.0% 30.7% 31.1% 13.8% 25.0% 25.0% 25.0% 25.0% 25.0%
Leverage

Total Debt (AED ,Mn) 891 773 318 1,257 1,130 1,108 1,087 1,089 414
Net Debt (AED ,Mn) -109 -482 -452 488 403 295 225 146 -283
Debt/Capital (x) 0.6 0.5 0.2 0.9 0.8 0.8 0.7 0.7 0.3
Debt/Total Assets (x) 0.2 0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.1
Debt/Equity (x) 0.3 0.3 0.1 0.5 0.4 0.4 0.4 0.4 0.1

Net Debt/Equity (x) 0.0 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.1
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Key contacts

Research Team

Joice Mathew Manna Thomas ACCA Contact Address

Sr. Manager - Research Research Associate P. O Box: 2566; P C 112
E-Mail: joice@usoman.com Email: manna.t@usoman.com Sultanate of Oman

Tel: +968 2476 3311 Tel: +968 2476 3347 Tel: +968 2476 3300

Rating Criteria and Definitions

Rating Rating Definitions

Strong Buy This recommendation is used for stocks whose current market price
offers a deep discount to our 12-Month target price and has an

>20% upside potential in excess of 20%
Buy This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside

potential between 10% to 20%
0%-10% Hold This recommendation is used for stocks whose current market price
offers a discount to our 12-Month target price and has an upside
w potential between 0% to 10%

Strong Buy Hold Neutral o Neutral This recommendation is used for stocks whose current market price
Buy offers a premium to our 12-Month target price and has a downside
side potential between 0% to -10%

Sell This recommendation is used for stocks whose current market price
offers a premium to our 12-Month target price and has a downside
1010 - side potential between -10% to -20%
20%% Strong Sell  This recommendation is used for stocks whose current market price
offers a premium to our 12-Month target price and has a downside
>-20% side potential in excess of 20%

Not rated This recommendation used for stocks which does not form part of
Coverage Universe

10-20%

-10% to 0%

Disclaimer

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to
any other person. Persons into whose possession this document may come are required to observe these restrictions. Opinion expressed is our
current opinion as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this
document. While we endeavor to update on a reasonable basis the information discussed in this material, United Securities, its subsidiaries and
associated companies, their directors and employees are under no obligation to update or keep the information current. Also, there may be regulatory,
compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are
not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions
that are inconsistent with the recommendations expressed herein. The information in this document has been printed on the basis of publicly available
information, internal data and other reliable sources believed to be true and are for general guidance only. While every effort is made to ensure the
accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the
information. No one can use the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should
make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to
in this document (including the merits and risks involved), and should consult their own advisors to determine the merits and risks of such an
investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance.
United Securities LLC, and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have
long or short positions in, and buy or sell the securities of the companies mentioned herein or engage in any other transaction involving such
securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect to company/ies mentioned
herein or inconsistent with any recommendation and related information and opinions. United Securities LLC and affiliates may seek to provide or
have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.



