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NEUTRAL 

Target price (EGP) 1.10 

Share price (EGP) 0.97 

Potential upside (%) 13.4 
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Turn Neutral following stock correction  

Tourism investment remains under pressure. We still believe that the operating 

environment for ERC remains challenging due to: i) a volatile FX rate and high 

interest rates discouraging land acquisitions, ii) the ongoing Russian travel ban, 

and iii) subdued investment sentiment as tourism recovery takes longer-than-

expected (1Q17 arrivals +51% y-o-y, but still 58% below 4Q10 levels), with demand 

in tertiary residential market still lacking foreign support, despite the EGP-

devaluation, in our view. The stock fell c25% since its 3-year high in January; and 

our TP at EGP1.10/share now offers a 13% upside, warranting a rating upgrade to 

Neutral from Underweight. 

 

Collection of receivables remains the main concern. ERC’s last reported 

receivables stood at cEGP1.3bn, up from cEGP700mn pre-devaluation, with 

minimal collections during 2016. The company had previously guided that these 

receivables would be fully collected within the next 5 years. However, we argue 

that the recent EGP weakness is not in favour of collections, with clients unlikely 

to settle at current FX rates without a sustainable recovery in tourism and 

tempered interest rates. Accordingly, our TP prices in a 10-year collection period.  

 

Awaiting 1Q17 results, but unlikely to be a game changer. ERC passed the EGX 

mid-May deadline to publish its 1Q17 results; we expect the numbers in the 

coming days. We are looking for a top line of cEGP20mn, mainly comprised of 

low-margin revenue from utilities, with minimal support from Tawaya. We are 

expecting a loss of cEGP10mn on the gross level and a loss of cEGP30mn on the 

bottom line, pressured by our SG&A forecast of cEGP20mn.   

 

2H17 unlikely to deliver a turnaround. Following the sale of EGP140mn worth of 

land during 4Q16, we assume no further land sales during 2017, seeing muted 

touristic investment demand. Therefore, we view the recent land sale as more of a 

one-off rather than an emerging trend. We are expecting top line in the vicinity of 

EGP97mn for 2017, primarily comprised of revenue from the loss-making services 

(utilities, rentals, etc.) and sales within the Tawaya, with revenue from legacy land 

sales posing an upside risk to our numbers. We expect a net loss of cEGP70mn 

for the full year, while looking for recovery starting 2018.     
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Share details 

6M avg daily value (EGPmn) 0.67 

%Δ: m-o-m / 6M / y-o-y (10) / 0 / 14 

Rel %Δ: m-o-m / 6M / y-o-y (12) / (12) / (58) 

No. of shares (mn) 1,050 

Market cap (USDmn) 56 

Market cap (EGPmn) 1,019 
 

  

Ownership structure 

Misr Insurance Company* 15% 

KATO Investment 12% 

First Arabia Development 10% 

Rowad Tourism Company 9% 

Al Ahly Capital Holding 9% 

Orascom Development Holding 5% 

Free float 40% 
 

 *Includes Misr Life Insurance 

Performance 

 

Source: Bloomberg 
Closing price as of 23 May 2017 
 

KPI summary 

(EGPmn)  2016a   2017e   2018e   2019e   2020e  

Revenue   208   97   311   337   774  

Gross profit margin (%)  40.5   (15.7)  36.0   46.9   62.0  

Net income  78   (71)  23   36   192  

Net cash position   131   87   247   230   273  

RoE (%)  8.5   (8.4)  2.6   4.0   17.4  

P/BV (x)  1.1   1.2   1.2   1.1   0.9  
 

Source: ERC, CI Capital estimates 

Closing price as of 23 May 2017 
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Financial statements 
   
FY end: Dec | EGPmn   2016a   2017e   2018e   2019e   2020e  

      

 Income statement       

 Revenue   208   97   311   337   774  

 COGS   (124)  (112)  (199)  (179)  (294) 

 Gross profit   84   (15)  112   158   480  

 EBITDA   31   (60)  54   70   295  

 Depreciation   (24)  (25)  (25)  (27)  (29) 

 EBIT   7   (85)  29   43   266  

 Net interest income   98   4   2   7   7  

 PBT   105   (79)  33   52   275  

 Taxes   (95)  -     (7)  (12)  (62) 

 Net income   10   (79)  26   40   213  

 Att. net income   78   (71)  23   36   192  

      

 Balance sheet       

 Cash and equivalents   131   87   247   230   273  

 Accounts and notes receivable   775   662   606   621   811  

 Work in progress   570   596   584   631   728  

 Other current assets   19   19   19   19   19  

 Total current assets   1,496   1,365   1,456   1,502   1,830  

 Property, plant & equipment   122   105   108   109   108  

 Investment property   146   144   142   139   137  

 Accounts and notes receivable   509   542   496   508   663  

 Other non-current assets   48   48   48   48   48  

 Total assets   2,321   2,204   2,249   2,307   2,787  

 Customer advances   99   91   139   158   300  

 Entitlements to TDA   129   130   131   132   138  

 Other current liabilities   446   415   387   384   503  

 Total current liabilities   675   637   657   674   941  

 Land creditors   666   666   666   666   666  

 Total liabilities   1,341   1,303   1,323   1,340   1,607  

 Shareholder's equity   921   850   873   909   1,101  

 Minority interests   (23)  (31)  (29)  (25)  (3) 

 Total equity and liabilities   2,321   2,204   2,249   2,307   2,787  

      

 Cash flow statement       

 FCO   71   (55)  58   80   304  

 Working capital   (76)  17   127   (70)  (236) 

 Net FCO  (5)  (38)  185   10   68  

 CFI   (25)  (6)  (26)  (26)  (26) 

 CFF   6   -     -     -     -    

 Net change in cash   (24)  (44)  159   (16)  42  

 FCF   (10)  (44)  159   (16)  42  
 

 
  2016a   2017e   2018e   2019e   2020e  

      

 Basic & per-share data       

 Enterprise value (EGPmn)   864   864   864   864   864  

 EPS (basic) (EGP)   0.1   (0.1)  0.0   0.0   0.2  

 DPS (EGP)   -     -     -     -     -    

 BVPS (EGP)   0.9   0.8   0.8   0.9   1.0  

 FCFPS (EGP)   (0.0)  (0.0)  0.2   (0.0)  0.0  

      

 Valuation       

 P/E (basic) (x)   13.0   n/a   44.3   27.9   5.3  

 P/BV (x)   1.1   1.2   1.2   1.1   0.9  

 Dividend yield (%)   -     -     -     -     -    

 FCF yield (%)   (1.0)  (4.3)  15.6   (1.6)  4.2  

 EV/revenue (x)   4.2   8.9   2.8   2.6   1.1  

 EV/EBITDA (x)   n/a   n/a   16.0   12.3   2.9  

      

 Growth (% y-o-y)      

 Revenue   (48.1)  (53.4)  221.0   8.3   129.9  

 EBITDA   (86.5)  (291.1)  (189.7)  30.6   319.3  

 EBIT   (96.6)  (1,314.9)  (133.8)  50.4   516.3  

 EPS   (63.9)  (191.2)  (132.2)  58.4   425.8  

      

 Profitability (%)      

 RoE   8.5   (8.4)  2.6   4.0   17.4  

 RoA   3.4   (3.2)  1.0   1.6   6.9  

 RoIC   (9.6)  (10.0)  2.4   3.5   18.6  

 Asset turnover (x)   0.1   0.0   0.1   0.1   0.3  

 EBITDA margin   15.1   (62.1)  17.4   20.9   38.2  

 Net profit margin   4.9   (81.9)  8.2   12.0   27.5  

      

 Liquidity       

 EBITDA/net interest (x)   0.3   (17.0)  24.3   10.1   45.4  

 Net debt/equity (x)   (0.1)  (0.2)  (0.2)  (0.1)  (0.1) 

 Net debt/total assets (x)   (0.1)  (0.1)  (0.1)  (0.1)  (0.0) 

 Net debt/EBITDA   (4.2)  2.2   (2.4)  (1.9)  (0.4) 

 Current ratio (x)   1.1   1.0   1.1   1.1   1.1  

 Quick ratio (X)   1.4   1.3   1.4   1.3   1.2  
 

Source: Company data, CI Capital estimates 

Closing price as of 23 May 2017 
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CI Capital research disclaimer 

Issuer of Report: 
CI Capital Holding SAE 

64 Mohie El-Din Abou El-Ezz Street, 5th Floor, Dokki, Giza, Egypt 

Tel: +20 2 3331 8357 

Email: Research@cicapital.com.eg 

www.cicapital.com.eg 

Disclaimer 

The information used to produce this market commentary is based on sources that CI Capital 

Research (CICR) believes to be reliable and accurate. This information has not been 

independently verified and may be condensed or incomplete. CICR does not make any 

guarantee, representation, or warranty and accepts no responsibility or liability as to the 

accuracy and completeness of such information. Expression of opinion contained herein is 

based on certain assumptions and the use of specific financial techniques that reflect the 

personal opinions of the authors of the commentary and is subject to change without notice. It 

is acknowledged that different assumptions can always be made and that the particular 

technique(s) adopted, selected from a wide range of choices, can lead to a different 

conclusion. Therefore, all that is stated herein is of an indicative and informative nature, as 

forward-looking statements, projections, and fair values quoted may not be realized. 

Accordingly, CICR does not take any responsibility for decisions made on the basis of the 

content of this commentary. 

The information in these materials reflects CICR’s equity rating on a particular stock. CI Capital 

Holding, its affiliates, and/or their employees may publish or otherwise express other viewpoints 

or trading strategies that may conflict with the views included in this report. Please be aware 

that CI Capital Holding and/or its affiliates, and the investment funds and managed accounts 

they manage, may take positions contrary to the included equity rating. This material is for 

informational purposes only and is not an offer to sell or the solicitation of an offer to buy. 

Ratings and general guidance are not personal recommendations for any particular investor or 

client and do not take into account the financial, investment, or other objectives or needs of, and 

may not be suitable for, any particular investor or client. Investors and clients should consider 

this only a single factor in making their investment decision, while taking into account the 

current market environment. Foreign currency-denominated securities are subject to 

fluctuations in exchange rates, which could have adverse effect on the value of, price of, or 

income derived from, the investment. Investors in securities such as ADRs, the values of which 

are influenced by foreign currencies, effectively assume currency risk. Neither CI Capital Holding 

nor any officer or employee of CI Capita Holding accepts liability for any direct, indirect, or 

consequential damages or losses arising from any use of this report or its contents. 

Copyright  

This research report is made for the sole use of CICR’s customers and no part or excerpt of its 

content may be redistributed, reproduced, or conveyed in any form, written or oral, to any third 

party without the prior written consent of CICR. This research report does not constitute a 

solicitation or an offer to buy or sell securities. 

Analyst certification  

We, Omar El-Menawy and Jan P. Hasman, certify that the views expressed in this document 

accurately reflect our personal views about the subject securities and companies. We also 

certify that we do not hold a beneficial interest in the securities traded. 

Analyst disclosures  

The analyst(s) or a member of his or her household does not have a financial interest in the 

securities of the subject company (including, without limitation, any option, right, warrant, 

future, long or short position). 

The analyst(s) or a member of his or her household does not serve as an officer, director, or 

advisory board member of the subject company. 

The analysts’ compensation is not based upon CI Capital Holding’s investment banking 

revenues and is also not from the subject company within the past 12 months. 

All CI Capital Holding employees and its associate persons, including the analyst(s) responsible 

for preparing this research report, may be eligible to receive non-product or service-specific 

monetary bonus compensation that is based upon various factors, including total revenues of CI 

Capital Holding SAE and its affiliates, as well as a portion of the proceeds from a broad pool of 

investment vehicles consisting of components of the compensation generated by directors, 

analysts, or employees and may affect transactions in and have long or short positions in the 

securities (options or warrants with respect thereto) mentioned herein. 

Although the statements of fact in this report have been obtained from and are based upon 

recognized statistical services, issuer reports or communications, or other sources that CICR 

believes to be reliable, we cannot guarantee their accuracy. All opinions and estimates 

included constitute the judgment of the analyst(s) as of the date of this report and are subject 

to change without notice. CICR may affect transactions as agent in the securities mentioned 

herein. This report is offered for information purposes only, and does not constitute an offer or 

solicitation to buy or sell any securities discussed herein in any jurisdiction where such would 

be prohibited.  

Important provisions 

By accepting this document, you agree to be bound by all the foregoing and following provisions.  

1. CI Capital Holding SAE or its Affiliates have not recently been the beneficial owners of 1% 

or more of the securities mentioned in this report.  

2. CI Capital Holding SAE or its Affiliates have not managed or co-managed a public offering 

of the securities mentioned in the report in the past 12 months.  

3. CI Capital Holding SAE or its Affiliates have not received compensation for investment 

banking services from the issuer of these securities in the past 12 months and do not 

expect to receive compensation for investment banking services from the issuer of these 

securities within the next three months.  

4. However, one or more of CI Capital Holding SAE, or its Affiliates may, from time to time, 

have a long or short position in any of the securities mentioned herein and may buy or sell 

those securities or options thereon either on their own account or on behalf of their clients.  

5. As of the publication of this report CI Capital Holding SAE does not make a market in the 

subject securities.  

Rating system  

The CICR Rating System consists of 3 separate ratings: Overweight, Neutral, and Underweight. 

The appropriate rating is determined based on the estimated total return of the stock over a 

forward 12-month period, including both share appreciation and anticipated dividends. The 

target price represents the analysts’ best estimate of the market price in a 12-month period. 

CICR cautions that target prices are based on assumptions related to the company, industry, 

and investor climate. As such, target prices remain highly subjective.  

The definition of each rating for equities listed in Egypt is as follows:  

Overweight (OW): Estimated total potential return greater than or equal to 20%  

Neutral (N): Estimated total potential return greater than or equal to 0% and less than 20%  

Underweight (UW): Estimated total potential return less than 0%  

NR: Not Rated  

SP: Suspended  

The definition of each rating for equities listed in the GCC is as follows:  

Overweight (OW): Estimated total potential return greater than or equal to 15%  

Neutral (N): Estimated total potential return greater than or equal to -5% and less than 15%  

Underweight (UW): Estimated total potential return less than -5%  

NR: Not Rated  

SP: Suspended  

Important disclosures for U.S. persons  
This research report was prepared by Commercial International Brokerage Company, a 

company authorized to engage in securities activities in Egypt.  CI Capital is not a registered 

broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the 

preparation of research reports and the independence of research analysts. This research 

report is provided for distribution to “major U.S. institutional investors” in reliance on the 

exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 

1934, as amended (the “Exchange Act”).  

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell 

securities or related financial instruments based on the information provided in this research 

report should do so only through Rosenblatt Securities Inc, 40 Wall Street 59th Floor, New York 

NY 10005, a registered broker dealer in the United States.  Under no circumstances should any 

recipient of this research report effect any transaction to buy or sell securities or related 

financial instruments through CI Capital. Rosenblatt Securities Inc. accepts responsibility for 

the contents of this research report, subject to the terms set out below, to the extent that it is 

delivered to a U.S. person other than a major U.S. institutional investor. 

The analyst whose name appears in this research report is not registered or qualified as a 

research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may not be an 

associated person of Rosenblatt Securities Inc. and, therefore, may not be subject to 

applicable restrictions under FINRA Rules on communications with a subject company, public 

appearances and trading securities held by a research analyst account.   

This report is prepared solely for the use of Ayman Taha
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Ownership and material conflicts of interest 

Rosenblatt Securities Inc. or its affiliates does not ‘beneficially own,’ as determined in 

accordance with Section 13(d) of the Exchange Act, 1% or more of any of the equity securities 

mentioned in the report. Rosenblatt Securities Inc, its affiliates and/or their respective officers, 

directors or employees may have interests, or long or short positions, and may at any time 

make purchases or sales as a principal or agent of the securities referred to herein. Rosenblatt 

Securities Inc. is not aware of any material conflict of interest as of the date of this publication 

Compensation and investment banking activities  

Rosenblatt Securities Inc. or any affiliate has not managed or co-managed a public offering of 

securities for the subject company in the past 12 months, nor received compensation for 

investment banking services from the subject company in the past 12 months, neither does it 

or any affiliate expect to receive, or intends to seek compensation for investment banking 

services from the subject company in the next 3 months. 

Additional disclosures 

This research report is for distribution only under such circumstances as may be permitted by 

applicable law. This research report has no regard to the specific investment objectives, 

financial situation or particular needs of any specific recipient, even if sent only to a single 

recipient. This research report is not guaranteed to be a complete statement or summary of 

any securities, markets, reports or developments referred to in this research report.  Neither CI 

Capital nor any of its directors, officers, employees or agents shall have any liability, however 

arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or 

lack of care in this research report’s preparation or publication, or any losses or damages 

which may arise from the use of this research report. 

CI Capital may rely on information barriers, such as “Chinese Walls” to control the flow of 

information within the areas, units, divisions, groups, or affiliates of CI Capital. 

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed 

in this research report may present certain risks.  The securities of non-U.S. issuers may not be 

registered with, or be subject to the regulations of, the U.S. Securities and Exchange 

Commission.  Information on such non-U.S. securities or related financial instruments may be 

limited. Foreign companies may not be subject to audit and reporting standards and 

regulatory requirements comparable to those in effect within the United States. 

The value of any investment or income from any securities or related financial instruments 

discussed in this research report denominated in a currency other than U.S. dollars is subject 

to exchange rate fluctuations that may have a positive or adverse effect on the value of or 

income from such securities or related financial instruments.   

Past performance is not necessarily a guide to future performance and no representation or 

warranty, express or implied, is made by CI Capital with respect to future performance.  

Income from investments may fluctuate.  The price or value of the investments to which this 

research report relates, either directly or indirectly, may fall or rise against the interest of 

investors.  Any recommendation or opinion contained in this research report may become 

outdated as a consequence of changes in the environment in which the issuer of the securities 

under analysis operates, in addition to changes in the estimates and forecasts, assumptions 

and valuation methodology used herein.   

No part of the content of this research report may be copied, forwarded or duplicated in any 

form or by any means without the prior consent of CI Capital and CI Capital accepts no liability 

whatsoever for the actions of third parties in this respect. 
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