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Emaar Development

New property launches and strong sales to drive profitability

3Q22 net profit lower than our estimate

Emaar Development PJSC (EMAARDEV/The Company) net profit
decreased 25.7% YOQY to AED 648 Mn in 3Q22, significantly lower
than our estimate of AED 1,120 Mn. The decline in performance
was primarily due to a decrease in revenue led by lower sales of
residential units and also due to a decline in sales from commercial
plots and other units

P&L Highlights

Total revenue declined 46.6% YQY to AED 2,057 Mn in 3Q22 main-
ly due to the lower sale of residential units and commercial plots
and other units. Revenue from the sale of residential units de-
creased significantly from AED 3,413 Mn in 3Q22 to 1,697 Mn in
3Q22. The revenue from the sale of commercial units, plots of land,
and development services declined 17.5% YOY to AED 360 Mn in
3Q22. Cost of revenue also decreased from AED 2,421 Mn in 3Q21
to AED 1,149 Mn in 3Q22. As a result, gross profit declined 36.4%
YOY to AED 908 Mn in 3Q22, with an increase in gross profit mar-
gin from 37.1% in 3Q21 to 44.2% in 3Q22 supported by increase
in gross margin of residential unit partially offset by decline in mar-
gin of Commercial Units, plots of land and development services.
Selling and general expenses declined 31.5% YQY to AED 269 Mn
in 3Q22 mainly due to the reduction in the sales and marketing ex-
penses and a decrease in property management expenses. Result-
antly, operating profit fell 38.2% YOY to AED 639 Mn in 3Q22 with
an increase in operating profit margin from 26.9% in 3Q21 to
31.1% in 3Q22. EBITDA fell 37.6% YOY to AED 705 Mn in 3Q22.
Finance income rose from AED 13 Mn in 3Q21 to AED 151 Mn in
3Q22 mainly due to increased income from fixed and call deposits
with banks. While finance cost rose 40.3% YOY to AED 90 Mn in
3Q22. Other income rose from AED 11 Mn in 3Q21 to AED 21 Mn in
3Q22. While the share of result of the joint venture decreased to
AED 43 Mn in 3Q22 from AED 80 Mn in 3Q21. As a result, profit
before NCI declined 28.9% YOY to AED 764 Mn in 3Q22. Share to
non-controlling interest reduced from AED 204 Mn in 3Q21 to AED
116 Mn in 3Q22.

Balance Sheet Highlights

The Company’s total debt rose from AED 2.9 Bn in 2Q22 to AED 3.3
Bn in 3Q22. Debt to EBITDA of the company rose from 0.62x in
2Q22 to 0.78x in 3Q22. Cash and cash equivalents stood at AED 10
Bn in 3Q22. During 9M22, the Company generated AED 4.95 Bn
cash from operations as compared to AED 2.61 Bn in 9M21. Thus,
free cash flow increased from AED 2.60 Bn in 9M21 to AED 4.9 Bn
in 9M22.

Target price and recommendation

We maintain our BUY rating on Emaar Development with an un-
changed target price of AED 5.50. Emaar Development’s recorded
property sales of AED 23.1 Bn in 9M22 as compared to AED 20.9
Bn in 9M21. In addition, the Company launched twenty projects in
various master developments during 9M22. EMAARDEV posted a
record sales backlog of AED 37.2 Bn, which will translate into reve-
nue over the next 3-4 years providing strong visibility. Emaar De-
velopment delivered over 4,700 residential units in 9M22 across
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prime locations in the UAE. The Company also holds exclusive access to 268 Mn square feet (sq ft) land
bank in UAE through partnerships with GREs, government, and large owners of the land bank. This part-
nership enables Emaar Development to make a minimum upfront cash investment in land acquisition.
Even, the construction cost of the project is self-funded since 60-70% of the projects are pre-sold and
20-30% cash is collected upfront by the time project starts construction. This helps the Company in
achieving robust financial performance. EMAARDEV also maintained healthy liquidity with a cash balance
(including cash in escrow) of AED 10 Bn with a debt of AED 3.3 Bn in 3Q22. The company also has a
high-cash-flow-generating business, underlining its strong fundamentals with approximately 26,200 res-
idential units under construction and scheduled to be delivered. Furthermore, we expect the company to
perform better owing to the huge demand from investors to invest in Dubai’s real estate. Considering all
these factors, we assign a BUY rating on the stock.

Emaar Development - Relative valuation

(at CMP) 2018 2019 2020 2021 2022F
P/E 4.40 6.36 10.35 5.29 4.68
P/B 2.16 1.79 1.53 1.18 0.94
EV/EBITDA 3.00 5.26 8.53 3.79 3.32
Dividend Yield 6.1% NM NM NM 4.7%

FABS Estimates & Co Data

Emaar Development - P&L

AED mm 3Q21 2Q22 3Q22 3Q22F Var. YOYCh QOQCh 2021 2022F Change
Revenue 3,849 3,714 2,057 3,719 -44.7% -46.6% -44.6% 15,602 12,299 -21.2%
Cost of revenue -2,421  -2,122 -1,149 -2,138 -46.3% -52.6% -45.9% -9,867 -6,980 -29.3%
Gross profit 1,428 1,592 908 1,581 -42.5% -36.4% -42.9% 5,735 5,320 -7.2%
SG&A Expenses -393 -332 -269 -336 -19.9% -31.5% -19.1% -1,654 -1,233 -25.4%
Operating Profit 1,035 1,260 639 1,245 -48.6% -38.2% -49.3% 4,081 4,086 0.1%
EBITDA 1,129 1,305 705 1,290 -45.4% -37.6% -46.0% 4,389 3,665 -16.5%
Finance income 13 43 151 45 234.6% 1061.8%  248.9% 124 275 121.8%
Finance cost -64 -65 -90 -58 54.4% 40.3% 38.2% -268 -306 14.1%
Other income 11 18 21 19 13.5% 94.3% 14.7% 61 80 31.3%
Share of assoc & JV's 80 25 43 25 72.5% -47.0% 72.5% 235 166 -29.4%
Profit for the year 1,075 1,281 764 1,275 -40.1% -28.9% -40.4% 4,233 4,300 1.6%
NCI 204 141 116 155 -25.3% -43.0% -17.7% 988 554 -43.9%

Net Profit

FABS estimate & Co Data

Emaar Development - Margins

Margins 3Q21 2Q22 3Q22 YOYCh QOQCh 2021 2022F Change
Gross Profit 37.1% 42.9% 44.2% 705 130 36.8% 43.3% 650
EBITDA 29.3% 35.1% 34.3% 494 -86 28.1% 29.8% 167
Operating Profit 26.9% 33.9% 31.1% 418 -284 26.2% 33.2% 706
Net Profit 22.6% 30.7% 31.5% 886 81 20.8% 30.5% 967

FABS estimate & Co Data
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Research Rating Methodology:

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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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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