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Rating : HOLD 

2Q22 Net Profit higher than our estimate  
ADNOC Distribution’s (ADNOCDIST/the Company) net profit rose 
70.9% YOY to AED 891 Mn in 2Q22, higher than our estimate of 
AED 635 Mn. The growth in profit is driven by an increase in fuel 
sales volume supported by high fuel prices and inventory gain par-
tially offset by higher direct cost 
       
P&L Highlights  
Adnoc’s revenue rose 72.1% YOY to AED 8,637 Mn in 2Q22 mainly 
due to a higher selling price further supported by growth in corpo-
rate and retail volumes partially offset by a decline in aviation fuel 
volume. ADNOCDIST’s overall fuel volumes rose 7.0% YOY in 2Q22 
supported by an increase in retail volume by 3.4% YOY and corpo-
rate 35.1% YOY while, aviation fuel volume declined 69.3% YOY in 
2Q22. Non-fuel retail sales declined 4.1% YOY to AED 271 Mn in 
2Q22, while the number of non-fuel transactions rose 15.5% YOY 
due to improvement in customer sentiment, increase in conven-
ience stores, strong promotion campaigns with improved offerings 
at the convenience stores. Similarly, direct cost rose 82.3% YOY to 
AED 6,921 in 2Q22 due to an increase in cost of crude oil. Thus, 
the gross profit rose 40.5% YOY to AED 1,717 Mn in 2Q22 support-
ed by higher fuel volume, an increase in non-fuel retail business 
and higher inventory gain of AED 272 Mn in 2Q22 as compared to 
AED 87 Mn in 2Q21. Other income declined to AED 19 Mn in 2Q22 
from AED 35 Mn in 2Q21. Distribution and administrative expenses 
rose 15.8% YOY to AED 783 Mn in 2Q22 attributable to a rise in 
staff costs due to an increase in the network of fuel stations and 
convenience stores. Impairments and other expenses declined 
7.6% YOY to AED 14 Mn in 2Q22. As a result, operating profit rose 
66.1% YOY to 939 Mn in 2Q22. EBITDA rose 56.4% to AED 1,113 
Mn in 2Q22 with a margin of 12.9% in 2Q22 compared to 14.2% in 
2Q21 due to increase in revenue as a result of higher energy pric-
es. Net interest expense rose from AED 44 Mn in 2Q21 to AED 48 
Mn in 2Q22 impacting bottom line.   
 
Balance sheet highlights  
Adnoc Distribution’s cash and cash equivalents stood at AED 2,785 
Mn in 2Q22, while borrowings stood at AED 5,502 Mn in 2Q22. AD-
NOCDIST CAPEX more than doubled from AED 81 Mn in 2Q21 to 
AED 217 Mn in 2Q22 due rise in capex on service stations, industri-
al projects, and plant and machinery. The Company generated AED 
1.96 Bn in free cash flow from operations supported by higher bot-
tom line and a decline in working capital requirement. Liquidity re-
mains strong at AED 5.5 Bn in the form of cash and cash equivalent 
and an unused credit facility of AED 2.8 Bn in 2Q22.  
 
Target price and rating 
We revise our rating to HOLD on ADNOC Distribution with a target 
price of AED 4.82. The Company is right on track to expand domes-
tically as well as internationally and achieved 60% of its expansion 
target to add 60-80 stations this year. ADNOCDIST opened 12 new 
service stations domestically whereas, added 26 new service sta-
tions in KSA region in 1H22. The Company also renovated five 
stores in 1H22 adding additional offerings to consumers, which 
contributed positively to the Company’s top line and further plans 
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Financial Ratios  

Dividend Yield (12m) 4.39 
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to revamp around 40 stores in 2022. Voyager Lubricants portfolio of Adnoc Distribution successfully ex-
panded to 21 markets globally. The Company signed an agreement with Total Energies to acquire a 50% 
stake in TotalEnergies Marketing Egypt for a total consideration of AED 683 Mn along with an additional 
earn-out of AED 63.5 Mn subject to certain conditions. TotalEnergies Egypt is one of the top four fuel re-
tailers in Egypt with 240 retail fuel stations and more than 100 convenience stores. The deal is expected 
to complete around 1Q23 subject to certain terms and regulatory approvals. The acquisition will fulfill the 
vision of becoming a leading fuel distribution player in the region. ADNOC is working to improve its cost 
efficiency by decreasing structural cost, staff optimization, outsourcing logistics, and energy efficiency 
through smart technology. Additionally, ADNOCDIST targets opex savings of AED 367 – 550 Mn over 
2019-23. It has already achieved opex savings of AED 378 Mn over 2019-21 and further targets to 
achieve opex savings of AED 92 Mn over 2022-23. It plans to pay a minimum dividend of AED 2.6 Bn in 
FY2022 translating into a dividend yield of 4.8% at the current price. Based on our analysis, we assign a 
HOLD rating on the stock.  

   ADNOC Distribution-2Q22 

ADNOC Distribution - Relative Valuation         

(at CMP) 10 August 2022 2018 2019 2020 2021 2022F 

PE (x) 27.3 27.0 24.2 25.8 23.2 

PB (x) 16.2 16.3 16.9 18.1 18.1 

EV/EBITDA 20.9 20.7 19.3 20.0 16.6 

Dividend Yield (%) 2.5% 4.1% 4.4% 4.4% 4.5% 

FABS estimate & Co Data      

ADNOC Distribution - P&L                     

AED mm 2Q21 1Q22 2Q22A 2Q22F Var. YOY Ch QOQ Ch 2021 2022F Change 

Revenue 5,018 6,736 8,637 6,762 27.7% 72.1% 28.2% 20,921 27,804 32.9% 

Direct costs -3,797 -5,287 -6,921 -5,274 31.2% 82.3% 30.9% -15,881 -21,779 37.1% 

Gross profit 1,222 1,449 1,717 1,488 15.4% 40.5% 18.5% 5,040 6,025 19.5% 

Other income 35 9 19 14 43.5% -45.1% 116.2% 72 53 -26.4% 

Distribution & admin. Exp. -676 -733 -783 -811 -3.5% 15.8% 6.9% -2,649 -3,097 16.9% 

Impairment & others Expenses -16 -7 -14 -7 114.5% -7.6% 114.5% -35 -41 17.9% 

Operating profit 565 718 939 683 37.5% 66.1% 30.7% 2,429 2,940 21.0% 

Depreciation & Amortisation 147 163 174 180 -3.2% 18.7% 7.0% 638 710 11.4% 

EBITDA 712 881 1,113 863 29.0% 56.4% 26.3% 3,067 3,650 19.0% 

Interest income 3 1 6 1 405.9% 141.2% 405.9% 8 20 154.9% 

Interest expenses -46 -49 -54 -49 10.4% 16.4% 10.4% -185 -204 10.8% 

Net profit  521 671 891 635 40.3% 70.9% 32.9% 2,252 2,755 22.3% 

FABS estimate & Co Data                     

                ADNOC Distribution - Margins 

2Q21 1Q22 2Q22A YOY Ch QOQ Ch 2021 2022F Change  

24.3% 21.5% 19.9% -447 -163 24.1% 21.7% -242 GPM 

14.2% 13.1% 12.9% -130 -19 14.7% 13.1% -153 EBITDA Margin 

11.3% 10.7% 10.9% -39 21 11.6% 10.6% -104 OPM 

10.4% 10.0% 10.3% -7 36 10.8% 9.9% -86 Net Profit margin 

                FABS estimate & Co Data 
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   ADNOC Distribution-2Q22 

DISCLAIMER 

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Com-

modities Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Ex-

change and Dubai Financial Market. The information, opinions and materials contained in this report are pro-

vided for information purposes only and are not to be used, construed, or considered as an offer or the solici-

tation of an offer or recommendation to sell or to buy or to subscribe for any investment security or other fi-

nancial instrument.  The information, opinions and material in this report have been obtained and derived from 

publicly available information and other sources considered reliable without being independently verified for 

their accuracy or completeness.  FABS gives no representation or warranty, express or implied, as to the accu-

racy and completeness of information and opinions expressed in this report.  Opinions expressed are current 

as of the original publication date appearing on the report only and the information, including the opinions 

contained herein, are subject to change without notice.  FABS is under no obligation to update this report. The 

investments referred to in this report might not be suitable for all recipients.  Recipients should not base their 

investment decisions on this report and should make their own investigations, and obtain independent advice, 

as appropriate.  Any loss or other consequences arising from the uses of material contained in this report shall 

be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or con-

sequence.  The value of any investment could fall as well as rise and the investor may receive less than the 

original amount invested. Some investments mentioned in this report might not be liquid investments, which 

could be difficult to realise in cash.  Some investments discussed in this report could be characterised by high 

level of volatility, which might result in loss. FABS owns the intellectual property rights and any other material 

contained in this report.  No part of this report may be reproduced, utilised or modified in any form either in 

whole or in part or by any electronic, mechanical or other means, now known or hereafter invented, including 

photocopying and recording, or stored in any retrieval system without the prior consent of FABS in writing.  

While utmost care has been taken to ensure that the information provided is accurate and correct, neither 

FABS, nor its employees shall, in any way, be responsible for the contents. By accepting this document, the 

recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/

restrictions. 
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Rating Upside/Downside potential 

BUY Higher than +15%  

ACCUMULATE Between +10% to +15%  

HOLD Lower than +10% to -5%  

REDUCE Between -5% to -15%  

SELL Lower than -15%  
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