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EGTS EY (Hold, EGP 0.8, -2.4% upside): Positive overall 

read- land sales resurgence drives solid y/y growth and 

unexpected revenue recognition produces a 

comprehensive beat. Maintain Hold, pending further 

land sales and potential launch of Sawari Marina 

Revenues: EGP 400.4m (+6.8x y/y, +21.4% vs. AC) 
Gross profit: EGP 241.9m (+22.5% vs. AC)  
Operating profit: EGP 206.5m (+4.6% vs. AC) 
Net income: EGP 217.5m (+21.1% vs. AC) 

 Solid y/y growth, purely driven by a resurgence in land sales 
momentum: ERC reported FY 15 revenues of EGP 400.4m 
(+6.8x y/y, +21.4% vs. AC). We attribute the strong beat vs. 
our revenue estimate to the unexpected partial recognition 
of a previously-concluded land transactions (EGP 570m), 
which stood at EGP 373m (+4.2x y/y, +24.7% vs. AC) and 
contributed 93% of total revenues. Management guidance 
suggests the recognition of the remaining balance (EGP 197) 
in FY 16e. Revenues emanating from services rendered to the 
Sahl Hasheesh community arrived at EGP 48m (+11.4% y/y, -
3.9% vs. AC, 11.6% of revenues).  

 Land sales activity in FY 16e remains contingent on the 
recovery of the tourism sector: The Egyptian tourism sector 
has been hit by the Russian plane crash in Sinai in last 
October, which prompted flight suspensions to the country. 
According to the ministry of tourism, Egypt accrued USD 
6.1bn (-15% y/y) in tourism revenues in 2015, as the total 
number of tourists dropped by -6% y/y to 9.3m, while the 
total number of nights spent in the country declined by 14%. 
Developers, in our view, would consequently postpone land 
purchases as they await sector recovery. This uncertainty may 
adversely impact land sales momentum at ERC in FY 16e. 

Valuation: ERC currently trades at 0.40x CMP/NAV, at 34% discount to 
domestic real estate plays. We maintain our Hold rating in place as FY 
16e would involve the recognition of the remaining land sales (EGP 
197m) and the potential launch of the Sawari Marina project (c.EGP 
0.5-1/share, +63-125% further upside). Cash generation however will 
remain compromised in the absence of new land sales. 
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Exhibit 1: ERC FY 15 results 

EGP m FY 15A AC estimates ∆ FY 14A y/y 

Revenues 400  330  21.4%  51  680.2%  

Gross profit 242  197  22.5%  (49)                           nm  

EBIT 207  197  4.6%  (50)                           nm  

Net income 218  180  21.1%  (47)                           nm  

GPM 60.4%  59.9%  54 bps                             nm                             nm  

EBIT margin 51.6%  59.9%  (828 bps)                            nm                             nm  

Net margin 54.3%  54.4%  (12 bps)                            nm                             nm  
 

Source: Company Data, Arqaam Capital Research 

*FY 14A figures are restated 

 

Exhibit 2: ERC Q4 15 results 

EGP m Q4 15A AC estimates               ∆ Q4 14A y/y change Q3 15A q/q change 

Revenues 84  14  517.8%  35  143.8%  17  403.1%  

Gross profit 57  15  275.0%  18  220.7%  (9) (720.3%) 

EBIT 21  14  45.6%  44  (53.1%) (19) (207.7%) 

Net income 45  10  356.7%  (2)                     nm  5  848.1%  

GPM 67.7%  111.5%  (4,383 bps) 51.5%  1,623 bps  (54.9%) 12,262 bps  

EBIT margin 24.5%  103.9%  (7,945 bps) 127.4%  (10,287 bps) (114.4%) 13,892 bps  

Net margin 53.7%  72.7%  (1,894 bps) (6.7%) 6,044 bps  28.5%  2,521 bps  
 

Source: Company Data, Arqaam Capital Research 

*Q4 14A figures are restated 

 

Exhibit 3: Peer analysis 

  CMP/NAV FY 15-18e EPS CAGR FY 16e RoE FY 16e RoIC 

EGTS EY                  0.4  (13%) 16% 18% 

Local peers                  0.6  35% 21% 17% 
 

Source: Company Data, Arqaam Capital Research 
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Important Notice 

1.  Author, regulator and responsibility  
Arqaam Capital Limited (“Arqaam”) is incorporated in the Dubai International Financial Centre (“DIFC”) and is authorised and regulated by the Dubai Financial Services Authority ("DFSA") to carry on financial services in 

and from the DIFC.  Arqaam publishes and distributes (i.e. issues) all research.  

Arqaam Capital Research Offshore s.a.l. is a specialist research centre in Beirut, Lebanon, which assists in the production of research issued by Arqaam.  

2.  Purpose 
This document is provided for informational purposes only.  Nothing contained in this document constitutes investment, legal, tax or other advice or guidance and should be disregarded when considering or making 

investment decisions.  In preparing this document, Arqaam did not take into account the investment objectives, financial situation and particular needs of any particular person.  Accordingly, before acting on this 

document, investors should independently evaluate the investments and strategies referred to herein and make their own determination of whether it is appropriate in light of their own financial circumstances and 

objectives. 

3. Rating system 

Arqaam investment research is based on the analysis of regional and country economics, industries and company fundamentals.  Arqaam company research reflects a long-term (12-month) fair value target for a 

company or stock.   The ratings bands are: 

Buy Total return >15% 

Hold 0-15% 

Sell Total return <0% 

In certain circumstances, ratings may differ from those implied by a fair value target using the criteria above.  Arqaam policy is to maintain up-to-date fair value targets on the companies under its coverage, reflecting 

any material changes to the analyst’s outlook on a company.  Share price volatility may cause a stock to move outside the rating range implied by Arqaam’s fair value target.   Analysts may not necessarily change their 

ratings if this happens, but are expected to disclose the rationale behind their view to Arqaam clients. 

4.  Accuracy of information 
The information contained in this document is based on current trade, statistical and other public information we consider reliable.  We do not represent or warrant that such information is accurate or complete and it 
should not be relied upon as such.  Any mention of market rumours has been derived from the markets and is not purported to be fact or reflect our opinions.  Arqaam has no obligation to update, modify or amend this 
document or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.  In accordance with Regulation AC of the 1934 
Exchange Act, the views expressed in this research report accurately reflect the research analysts’ personal views about the subject securities or issuers and are subject to change without notice.  No part of the research 
analysts’ compensation is related to the specific recommendations or views in the research report.   

5.  Recipients and sales and marketing restrictions 
5.1 Nothing in this document should be construed as a solicitation or offer, or recommendation, to acquire or dispose of any investment or to engage in any other transaction, or to provide any investment advice or 
service. 
5.2 This document is directed at Professional Clients and not Retail Clients within the meaning of DFSA rules.  Any investments or financial products referred to herein will only be made available to clients who Arqaam is 
satisfied qualifies as Professional Clients.  Any other persons in receipt of this document must not rely upon or otherwise act upon it. 
5.3 This document is only being distributed to investors who meet certain qualifications and to whom an investment or service may be offered or promoted in accordance with relevant country restrictions.  This 
excludes the US except for SEC registered broker-dealers (or banks in permissible ”broker” or “dealer” capacity) acting on a principal or agency capacity, and major US institutional investors in accordance with SEC Rules 
15a-6(a)(2).  Details of other relevant country restrictions are set out on our website at http://www.arqaamcapital.com/english/system/footer/terms-of-use.aspx.  Persons into whose possession this document comes 
are required to inform themselves about, and observe, such restrictions and should not rely upon or otherwise act upon this document where it is unlawful to make to such person such an offer or invitation or 
recommendation without compliance with any authorisation, registration or other legal requirements. 

6.  Risk warnings 
6.1 Any prices, valuations or forecasts are indicative and are not intended to predict actual results, which may differ substantially from those reflected. 

6.2 The value of an investment may go up as well as down.  The value of and income from any investment may fluctuate from day to day as a result of changes in relevant economic markets (including, without 

limitation, foreseeable or unforeseeable changes in interest rates, foreign exchange rates, default rates, prepayment rates, political or financial conditions, etc.). 

6.3 Past performance is not indicative of future results.  Any opinions, estimates, valuations or projections (target prices and ratings in particular) are inherently imprecise and a matter of judgement.  They are 

statements of opinion and not of fact, based on current expectations, estimates and projections, and rely on beliefs and assumptions.  Actual outcomes and returns may differ materially from what is expressed or 

forecasted. There are no guarantees of future performance. 

6.4 Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 

6.5 This document does not propose to identify or to suggest all of the risks (direct or indirect) which may be associated with the investments and strategies referred to herein. 

7.  Conflict 
7.1 Arqaam and its affiliates provide full investment banking services, and they and their directors, officers and employees, may take positions which conflict with the views expressed in this document.  Our salespeople, 

traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our proprietary trading desks that reflect opinions that are contrary to the opinions expressed in 

this document.  Our asset management area, our proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this 

document. 

7.2 Arqaam may have or seek investment banking or other business relationships for which it will receive compensation from the companies that are the subject of this document. 

7.3 Facts and views presented in this document have not been reviewed by, and may not reflect information known to, professionals in other Arqaam business areas, including investment banking personnel. 

7.4 Emirates NBD PJSC owns 8.32% of Arqaam. 

8.  No warranty  
Arqaam makes no representations or warranties and, to the fullest extent permitted by applicable law, we hereby expressly disclaim any and all express, implied and statutory representations and warranties of any kind, 

including, without limitation, any warranty as to accuracy, timeliness, completeness, merchantability, fitness for a particular purpose and/or non-infringement. 

9.  No liability 
Arqaam will accept no liability in any event including (without limitation) negligence for any damages or loss of any kind, including (without limitation) direct, indirect, incidental, special or consequential damages, 

expenses or losses arising out of, or in connection with your use or inability to use this document, or in connection with any error, omission, defect, computer virus or system failure, or loss of any profit, goodwill or 

reputation, even if expressly advised of the possibility of such loss or damages, arising out of or in connection with your use of this document.  We do not exclude our duties or liabilities under binding applicable law. 

10.  Copyright and Confidentiality 
The entire content of this document is subject to copyright with all rights reserved and the information is private and confidential for your own personal use only.  This document and the information contained herein 

may not be reproduced, distributed or transmitted to any other person or incorporated in any way into another document or other material without our prior written consent.  

11.  Governing law 
English law governs this document and these disclaimers and any dispute in relation thereto shall be exclusively referred to the English Courts. 

 

 


