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Dubai Investments PJSC

Strong performances from manufacturing, services, and investments
segments supported the earnings

1Q21 Net Profit slightly higher than our estimate

Dubai Investments PJSC (DIC) reported a Net Profit of AED124
mm in 1Q21, up from a Net Loss of AED7 mm in 1Q20. The
Company performed better than our estimate and beat our fore-
cast by 3.8%. This was mainly due to strong performances led
by the manufacturing, services, and investments segments, in
addition to an increase in Finance Income recorded in 1Q21,
while the real estate segment has remained resilient.

P&L highlights

The Total Income reported by the Company strongly increased
by 37.2% YOY to AED638 mm in 1Q21, compared to AED465
mm in 1Q20. The Direct Costs increased by 20% YQY to AED344
mm in 1Q21, up from AED282 mm in 1Q20. The Gross Profit
was positively impacted by the favorable performance of Total
Income and increased by a solid 60.6% YOQY to AED294 mm in
1Q21, up from AED183 mm in 1Q20. This was mainly due to an
improvement in economic activity in the first three months of
2021. The Company managed to Reduce Operating Expenses by
2% YQY to AED97 mm in 1Q21, down from AED99 mm in 1Q20.
The EBITDA recovered significantly in 1Q21 to AED196 mm in
1Q21, compared to AED84 mm in 1Q20. The Company had
maintained a strong EBITDA throughout 2020. The Finance Ex-
penses have reduced by 19% YOQOY to AED53 mm in 1Q21, down
from AED66 in 1Q20. The Finance Income increased significantly
to AED47 mm in 1Q21, compared to AED9 mm in1Q20. The
Company recorded a surge in Impairments in 1Q21 to AED21
mm in 1Q21, compared to AED6 mm in 1Q20. Resultantly, the
Profit Before NCI recovered to AED125 mm in 1Q21, compared
to a Loss Before NCI to AED19 mm in 1Q20. As per the above-
mentioned line items, the Company reported a Net Profit of
AED124 mm in 1Q21, compared to a Net Loss of AED7 mm in
1Q20.

Balance sheet highlights

The Total Assets increased by 3.5% YOY to AED22 bn in 1Q21,
up from AED21.2 bn in 1Q20. The Total Liabilities increased by
8.4% YOY to AED9.8 bn in 1Q21as compared to AED9.0 bn in
1Q20. The Total Equity reduced to AED12 bn in 1Q21, compared
to AED12.2 bn in 1Q20, mainly due to a reduction in the Fair
Value Reserve.

Target price and rating

We revised our rating to Reduce with same target price at
AED1.38. Dubai Investments PJSC reported recovery in 1Q21,
as the Company recorded a significant increase in Net Profit to
AED124 mm in 1Q21 compared to a Net Loss of AED7 mm
1Q20. This was mainly due to the Company’s ability to increase
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Financial Ratios

Dividend Yield (12m) 5.10
Dividend Pay-out (%) 122.34
Price-Earnings Ratio (x) 13.97
Price-to-Book Ratio (x) 0.56
Book Value (SAR) 2.81
Return-on Equity (%) 4.00
Earning Per Share (SAR) 0.11
Beta 0.83

Stock Performance

5 Days -2.48%
1 Months 0.64%
3 Months 4.67%
6 Months 33.05%
1 Year 37.72%
Month to Date (MTD) 3.25%
Quarter to Date (QTD) -1.85%
Year to Date (YTD) 9.66%
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its Revenue from its operations and a disciplined approach with its Direct Costs. The Company’s
business model includes operations via three strategic business units, namely- 1) Property, 2) Man-
ufacturing, contracting, and services, 3) Investments. The Manufacturing segment contributed
around 59.6% to the Total Income, followed by Property and then Investments. The Revenue from
the Property segment decreased by 10.6% YOY to AED224 mm in 1Q21, down from AED251 mm in
1Q20. This was mainly due to a reduction in sales of services and rental income. The Manufacturing
segment reported strong performance and increased by 20% YOY to AED379 mm in 1Q21, from
AED317 mm in 1Q20. This was driven by an increase in revenue from the services provided from
the segment. Lastly, the Income from the Investments segment recovered to a Net Profit of AED33
mm in 1Q21 compared to a Net Loss of AED103 mm in 1Q20. The Investments in FY20 were nega-
tively impacted by the volatility in the markets, resulting in loss on fair value. The Company record-
ed a gain in fair value due to a better macroeconomic environment. The Revenue from the services
such as Investment Banking and Asset Management increased significantly to AED8 mm in 1Q21,
compared to AED2 mm in 1Q20. The Company’s margins are heavily influenced by the Manufactur-
ing segment, as it accounts for 78% (in 1Q21) of the Group’s Cost of Sales. The Group’s Cost of
Sale increased by 22% YOY mainly due to a 20% YQY increase in the Costs pertaining to the Manu-
facturing segment. The Cost of Sales for the Property segment increased despite the year-on-year
decrease in Revenue from the segment. Furthermore, the segment recorded a significant increase in
Impairments regarding its Financial and Contract Assets to AED21 mm in 1Q21, compared to AED5
mm in 1Q20. The Finance Income increased significantly, in line with the solid increase in Short
Term Deposits within UAE (maturity less than three months). The Manufacturing segment recorded
the highest rise in Finance and Other Income. The Net Profit is mainly contributed by the Property
segment, driven by the current boost in the real estate sector. The Manufacturing and Investment
segments recovered robustly and posted a Net Profit of AED14 mm and AED18.7, respectively, in
1Q21, compared to Net Loss in 1Q20. It was mainly driven by the increase in Finance Income and
the better market environment resulting in a gain on fair value. Due to the Property segment asset-
intensive nature, the segment recorded around 64% of the Total Assets. Similarly, around 53% of
the Total Liabilities are contributed by this segment. The Group’s Assets are dominated by the In-
vestment Properties, which account for 39% of the Total Assets. The Group’s Cash flow from Opera-
tions increased strongly by 38% YOY to AED275 mm in 1Q21 compared to AED199 mm in 1Q20.
This was mainly due to favourable changes in its Working Capital position, strengthening the cash
position. The Net cash used in Investing activities was positively impacted by the Finance Income
received by the Group. The Group increased borrowings, further supporting its Capital position. On
April 11, 2021, the Board proposed 8% cash dividends, in line with the Group’s history of consistent
dividends. Earnings Per Share (EPS) increased to AED0.029 in 1Q21, compared to the negative
AEDO0.002 in 1Q20. The Group increased its existing interest of 8.46% in National General Insurance
PJSC ('NGI’) to equity interest of 29.99% during the year. The Company trades at a P/B of 0.5x.
Based on the above, We assign a Reduce rating to the stock.

ADNOC Distribution - Relative Valuation

2017 2018 2019 2020F 2021F
PE (X) 6.7 10.7 10.7 20.0 9.3
PB (X) 1.7 1.8 1.8 1.7 1.9
Dividend yield (%) 7.5% 6.3% 6.3% 5.0% 6.3%

FABS estimate and Co data
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AED (mm) 1Q20 4Q20 1Q21 1Q21F Var. YOYCh QOQCh 2020 2021F YOY Ch
Total Income 465 856 638 658 -3.1% 37.2% -25.5% 2,762 2,889 4.6%
Direct Costs -282 -407 -344 -347 -0.8% 22.0% -15.5% -1,351 -1,387 2.7%
Gross profit 183 449 294 312 -5.8% 60.6% -34.6% 1,411 1,502 6.5%
Operating Expenses -99 -99 -97 -99 -1.8% -2.0% -1.5% -381 -404 6.1%
EBITDA 84 350 196 213 -7.6% NM -43.9% 1,030 1,098 6.6%
D&A -63 -74 -61 -65 -6.7% -3.7% -18.0% -260 -260 0.0%
Operating profit 21 276 136 148 -8.0% NM -50.9% 770 838 8.8%
Finance expenses -66 -95 -53 -84 -36.7% -19.0% -44.0% -333 -336 1.0%
Finance income 9 9 47 9 NM NM NM 35 36 4.0%
Impairments on accounted investee -6 21 -21 -4 NM NM NM 11 -7 -170.0%
Other income 24 33 17 39 -57.5% -29.8% -49.1% 153 156 2.0%
Profit before NCI -19 244 125 107 16.4% NM -48.8% 636 687 8.0%
NCI -12 -20 1 -12 NM -90.6% NM -46 -48 3.4%
Profit to shareholders -7 264 124 119 3.8% NM -53.1% 682 735 7.7%
FABS estimate & Co Data

Dubai Investments - Margins

AED mm 1Q20 4Q20 1Q21 YOY Ch. QOQCh 2020 2021F YOY Ch
GPM 39.3% 52.5% 46.1% 673 -638 51.1%  52.0% 90
OPM 4.4%  323% 21.3% 1,686 -1,098 5799 2900 112
Net Margin -1.5%  30.8%  19.4% 2087  -1,144 24.7%  25.4% 73
FABS estimate & Co Data
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Above +10% to +15%

HOLD Between +10% to -5%
REDUCE Below -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:

Research Analysts

Ahmad Banihani +971-2-6161629 ahmad.banihani@Bankfab.com
Shiv Prakash +971-2-6161628 shiv.prakash@Bankfab.com

Sales & Execution

Abu Dhabi Head Office

Trading Desk +971-2-6161700/1 Online Trading Link
+971-2-6161777
Institutional Desk +971-4-4245765
Sales and Marketing +971-2-6161703
DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorised by the UAE Securities and Commodi-
ties Authority, licensing registration number 604002, and is a member of the Abu Dhabi Securities Exchange and
Dubai Financial Market. The information, opinions and materials contained in this report are provided for infor-
mation purposes only and are not to be used, construed, or considered as an offer or the solicitation of an offer or
recommendation to sell or to buy or to subscribe for any investment security or other financial instrument. The
information, opinions and material in this report have been obtained and derived from publicly available infor-
mation and other sources considered reliable without being independently verified for their accuracy or complete-
ness. FABS gives no representation or warranty, express or implied, as to the accuracy and completeness of in-
formation 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 recipi-
ent and FABS accepts no liability for any such loss or consequence. 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 con-
sent 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 docu-
ment, the recipient agrees he/she has read the above disclaimer and to be bound by the foregoing limitations/
restrictions.
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