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Rating : BUY  

1Q22 Net profit slightly higher than our estimate 
 
Emirates Integrated Telecommunications (DU) net profit rose 
21.0% YOY to AED 311 Mn in 1Q22, slightly higher than our esti-
mate of AED 302 Mn. The increase in net profit was mainly attribut-
ed to higher revenue, partially offset by increased depreciation 
charges triggered by infrastructure investment and higher royalty 
charges.  
 
P&L highlights 
 
DU total revenue rose 8.5% YOY to AED 3,128 Mn in 1Q22 due to 
strong growth in revenue across mobile services revenue and fixed 
services revenue. Mobile services revenue rose 6.9% YOY to AED 
1,402 Mn in 1Q22 due to strong subscriber addition across postpaid 
and prepaid segment. Postpaid subscriber based stood at an all-
time high of 1.38 Mn and prepaid subscriber base continue to grow 
for second consecutive quarter stood at 6.1 Mn in 1Q22. Fixed ser-
vices revenue rose 22.8% YOY to AED 815 Mn driven by fiber net-
work expansion, attractive and innovative offering and healthy de-
mand for enterprise services. Direct cost rose 4.3% YOY to AED 
1,804 Mn in 1Q22 due to better cost control. Marketing Expenses 
increased significantly 64.2% YOY to AED 55 Mn in 1Q22. EBITDA 
increased 13.3% YOY to AED 1,269 Mn in 1Q22 driven by higher 
service revenue and cost control. Thus, EBITDA margin improved 
172 bps to 40.6% in 1Q22. Depreciation expense increased 8.2% 
YOY to AED 514 Mn in 1Q22 due to previous capex spend. As a re-
sult, operating profit rose 17.0% YOY to AED 755 Mn in 1Q22. Net 
finance expense fell slightly 0.4% YOY to AED 15 in 1Q22. Federal 
royalty expense increased 14.6% YOY to AED 426 Mn in 1Q22 due 
to increase in profitability. 
 
Balance sheet highlights 
 
DU spent AED 305 Mn on CAPEX in 1Q22 and expect 2022 capex 
spend is skewed towards second half. It also generated AED 964 
Mn in free cash flow in 1Q22 due to lower capex and improving 
profitability. DU balance sheet remained strong with cash & term 
deposit of AED 2.5 Bn against a total debt of AED 200 Mn in in 
1Q22.  
 
Target price and rating 
 
We Upgraded our rating to BUY on Emirates Integrated Telecom-
munications, with a target price of AED7.50. DU ended 1Q22 with 
mobile subscribers of 7.5 million due to healthy net additions 
across the postpaid and prepaid segments. The postpaid subscriber 
base remains at  all-time high, and the prepaid subscriber base 
continues to benefit from increased tourist footfall. Fixed service 
revenue will continue to benefit from fiber network expansion and 
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Financial Ratios  
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supported strong momentum for innovative service offerings. EBITDA and margins will continue benefit 
from this topline expansion and better cost control. We expect the company to generate healthy free 
cash flow as CAPEX intensity is expected to normalize. DU generated AED 964 Mn in free cash flow in 
1Q22. Balance sheet remained strong with net cash balance of AED 2,260 Mn in 1Q22. Based on our 
analysis, we assign a BUY rating on the stock. 

Emirates Integrated Telecommunications (DU) -1Q22 

DU- Relative valuation           

(at CMP) 2018 2019 2020 2021 2022F 

PE 17.1 17.3 20.8 27.2 21.6 

PB 3.5 3.5 3.5 3.5 3.0 

EV/EBITDA  5.76 5.57 7.02 6.89 6.33 

Dividend Yield  5.3% 5.1% 4.2% 3.2% 3.5% 

FABS Estimates & Co Data      

DU - P&L                   

AED mm 1Q21 4Q21 1Q22A 1Q22F Var. YOY  Ch QOQ Ch 2021 2022F Change 

Revenue 2,883 3,070 3,128 3,073 1.8% 8.5% 1.9% 11,682 12,210 4.5% 

Cost -1,730 -1,760 -1,804 -1,751 3.0% 4.3% 2.5% -6,861 -6,989 1.9% 

Marketing expense -34 -66 -55 -59 -6.7% 64.2% -16.2% -204 -220 8.1% 

EBITDA 1,120 1,244 1,269 1,262 0.5% 13.3% 2.0% 4,618 5,001 8.3% 

D&A and Impair -475 -671 -514 -570 -9.9% 8.2% -23.4% -2,181 -2,152 -1.3% 

Operating profit 645 573 755 692 9.1% 17.0% 31.9% 2,436 2,849 16.9% 

Financing inc./exp. -15 -22 -15 -20 -24.9% -0.4% -32.7% -79 -69 -12.4% 

Other inc./exp 0 130 0 0 NA 131.3% NA 131 0 -100.0% 

Gain on disp. of inv 0  0 0 -1 NA NA NA 0 0 NA 

Pre-royalty profit 629 679 738 670 10.1% 17.2% 8.6% 2,483 2,780 12.0% 

Federal Royalty -372 -359 -426 -369 15.5% 14.6% 18.9% -1,382 -1,566 13.3% 

Net profit  257 321 311 302 3.0% 21.0% -2.9% 1,101 1,214 10.3% 

FABS Estimates & Co Data           

DU - P&L KPI                

 1Q21 4Q21 1Q22A YOY Bps QOQ Bps 2021 2022F Change 

Gross Margin 40.0% 42.7% 42.3% 231 (34) 41.3% 42.8% 149 

EBITDA Margin 38.8% 40.5% 40.6% 172 4 39.5% 41.0% 143 

Operating margin 22.4% 18.7% 24.1% 176 548 20.9% 23.3% 248 

Net Profit margin 8.9% 10.4% 9.9% 103 (49) 9.4% 9.9% 52 

FABS Estimates & Co Data          
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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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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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