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The calm after the
storm

June 14,2018

Downgrade our TP to EGP12.58/Share with Equal weight
recommendation

We downgrade our TP to EGP12.58/Share, adjusting our
recommendation to Equal weight, since the absence of mega projects
took its toll on profitability more than we had originally estimated.
Despite including conservative assumptions in our previous valuation,
top-line performance was much worse than our expectations, negatively
impacted by the clearance of the power projects backlog. Our SOTP
valuation includes valuation for the following subsidiaries:

1) Egytrans (EGP5.42): Our valuation for Egytrans assumes a dip
in topline for FY18 by 31%, as revenues took a nose dive in 1Q18,
negatively impacted by the ground transportation segment, which
compliments business to ETAL. Topline growth is expected to resume
afterwards, by 8% annually. Our conservative assumptions includes
GPM of 24% throughout our forecast period. As for EBITDA, we expect
a margin of 9% . Our assumptions also include CAPEX/Sales of 1% and
WC/Sales of 29%.

2)ETAL (EGP3.59): Our valuation for ETAL also projects a dip in revenues
by 37% in FY18, negatively impacted by power generation projects
completion. Top-line is expected to resume growth in FY18, increasing
by 10% annually. GPM is expected to remain at 79% throughout our
forecast period, while EBITDA margin will remain at 63%. Assumptions
also include CAPEX/Sales of 13% and WC/Sales of 11%.

3)EDS (EGP2.34): Egyptian Depot Solutions will witness a minor
reduction in topline for FY18, in line with performance in 1Q18. Our
estimates includes topline growth of 10% throughout our forecast
horizon. GPM is expected to start at 85% in FY18, declining to 73%
in FY22. CAPEX/Sales will remain high at 23% and WC/Sales at 19%.

4)Barwil Egypt (EGP1.23): Our valuation for the company’s stake
amounting to 30% in Barwil Egypt is based upon an industry EV/EBITDA
of 10.8x for 2018.

2017a 2018f 2019f 2020f 2021f

EPS 3.33 1.52 1.56 1.73 1.92
P/E 4.37 9.59 9.37 8.43 7.57
BVPS 8.88 9.79 10.73 11.76 12.92
P/B 1.64 1.49 1.36 1.24 1.13
EV/EBITDA 2.81 7.49 6.81 6.19 5.63
DPS 1.00 0.61 0.62 0.69 0.77
DY 9% 5% 6% 6% 7%
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Fair Value EGP12.58

Trading Data

Fair Value, EGP/Share:
Reuters/Bloomberg:
Last Price, EGP/Share:
Valuation Gap:

Market Cap, EGP mn:

Shares Outstanding, mn:

52W H-L, EGP/Share:
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NIB
Leheta Family

Freefloat
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Profile

The Egyptian Transportation and Commercial Company was established in 1973 and is engaged in the provision of
Egytrans logistics solutions. Operations include Sea freight, Air freight, Customs clearance, Land transportation, Storage, and
Warehouse solutions

ETAL was established in 1984, specializing in industrial, civil and power generation projects. The company also
ETAL provides route survey and project studies. ETALs operations has leaped, boosted by the government’s power
generation projects, since its fleet handles transportation of heavyweight industrial components.

EDS EDS is a new subsidiary specialized in storing, cleaning and repairing liquid bulk cargo containers.

Established in 1996 a fully licensed shipping agent. Formed in a joint venture formed between Egytrans and Wilh
Barwil Wilhemsen Group. The company currently handles 2000 vessel appointments through its offices in Alexandria,
Portsaid, Suez, Damietta.

Another joint venture between Egytrans and Wilhwilhemsen, acting as a shipping agent for Shipping agent for the

¥
Scan Arabia korean shipping line Hanjin

* Excluded from our valuation

Market monitoring developments regarding El-Dabaa and El-Hamrawein power projects

ETRS's management mentioned that El-Dabaa nuclear power plant and El-Hamrawein plant are two major catalysts for
the company’s topline growth, as Egytrans is dominant in transporting heavy weight equipment in Egypt, due to the
absence of expertise by competitors. The magnitude of growth potential for topline could be enormous, given that
topline grew by 64% in FY16 on power plant projects that had a much smaller scale. The company’s track record will help
beef up backlog upon the execution phase, given the company’s dominance in heavy weight equipment transportation.
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2017a 2018f 2019f 2020f 2021f 2022f
Egytrans (Standalone)

EGPm

Revenue 296 203 219 236 255 276
Gross Profit 99 49 53 58 63 69
GPM 34% 24% 24% 25% 25% 25%
EBITDA 72 19 21 22 23 25
EBITDA margin 24% 10% 9% 9% 9% 9%
Net profit 73 31 30 32 34 36
Net profit margin 25% 15% 14% 13% 13% 13%
ETAL EGPm 2017a 2018f 2019f 2020f 2021f 2022f
Revenue, 39 25 27 30 33 36
Gross Profit 29 20 22 24 26 29
GPM 74% 79% 79% 79% 79% 79%
EBITDA 22 16 17 19 21 23
EBITDA margin 57% 63% 63% 63% 63% 63%
Net profit 14 10 1 12 13 16
Net profit margin 35% 40% 40% 40% 41% 44%
EDS USDm 2017a 2018f 2019f 2020f 2021f 2022f
Revenue 0.97 0.92 1.01 1.1 1.22 134
Gross Profit 0.85 0.78 0.82 0.87 0.92 0.97
GPM 88% 85% 82% 79% 76% 73%
EBITDA 0.67 0.60 0.65 0.70 0.75 0.80
EBITDA margin 69% 65% 64% 63% 61% 59%
Net profit 0.38 0.30 0.32 0.35 0.37 0.40
Net profit Margin 39% 33% 32% 31% 31% 30%

Source: Company Filings, Pharos Research

Upside Triggers: Downside Risks:

«  Uptickin government spending on infrastructure . Slowdown of government spending on

- Higher than expected pick up in trade activity infrastructure - projects

«  Sharp strength in EGP/USD exchange rate, which

«  Demand for infrastructure projects in Libya, would affect topline

once political stability returns
«  Persistence in sluggish consumption levels
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SOTP valuation

EBIT (1-T) 13.69 14.50 15.40 16.42 17.55

Depriciation 1.76 1.86 1.96 2.07 2.20

CAPEX (2.03) (2.19) (2.36) (2.55) (2.76)

Changes in Working Capital (4.92) (4.56) (5.06) (5.61) (6.21)

FCF 8.49 9.60 9.94 10.33 10.78

Discount factor 1.21 1.40 1.60 1.75 193

Present value 7.03 6.85 6.22 591 5.60

Sum of present values 31.6
Terminal Value 27.2
Net Cash 1103
Outstanding Shares 31.2125
Value Per share (EGP) 5.42

EBIT (1-T) 9.86 10.94 1213 13.43 14.82
Depriciation 2.94 3.12 3.31 3.53 3.81
CAPEX -3.23 -3.55 -3.91 -4.30 -4.73

Changes in
Working capital

FCF 7.49 10.22 11.21 12.30 13.52
PV 6.2 7.3 7.0 7.0 7.0

-2.08 -0.29 -0.32 -0.35 -0.39

v 65.7
Sum of PV 346
Net Cash 11.6
Total 112

Outstanding

Shares (Egytrans) 31.212

Value per share (EGP) 3.59
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Egyptian Depot Service

EDS Valuation

USDm 2018f 2019f 2020f 2021f 2022f TV
EBIT (1-T) 0.30 0.32 0.35 0.37 0.40
Depriciation 0.21 0.23 0.25 0.27 0.29
CAPEX (0.23) (0.23) (0.26) (0.28) (0.31)
Changes in WC 0.01 (0.01) (0.01) (0.01) (0.01)
FCF 0.30 0.31 0.33 0.34 0.36
PV 0.26 0.24 0.22 0.21 0.20
Sum of present values 1.13
Terminal Value 2.16
Net Cash 0.93
Total 4.23
Outstanding Shares 31.21
Value Per ETRS share (EGP) 2.34
EGP/USD 17.3

EoLco Comoony Blnoe Dharae Bocoach
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This Report is compiled and furnished solely for informative purposes to be considered by the
intended recipients who have the knowledge to assess the information contained herein. Pharos
Research (‘Pharos’) makes no representation or warranty, whether expressed or implied, as to
the accuracy and/or completeness of the information contained herein or any other information
that may be based on the data/ information enclosed. Furthermore, Pharos hereby disclaims any
and all liabilities of any nature relating to or resulting from the use of the contents of this Report.
This Report shall not be approached as an investment solicitation nor shall it be considered as
legal or tax advises. Pharos highly recommends that those viewing this Report seek the advice of
professional consultants. None of the materials provided in this Report may be used, reproduced
or transmitted, in any form or by any means, electronic or mechanical, including recording or the
use of any information storage and retrieval system, without written permission from Pharos.

This report was prepared, approved, published and distributed by Pharos Securities Brokerage
company located outside of the United States (a “non-US Group Company”). This report is dis-
tributed in the U.S. by LXM LLP USA, a U.S. registered broker dealer, on behalf of Pharos Securi-
ties Brokerage only to major U.S. institutional investors (as defined in Rule 15a-6 under the U.S.
Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-6
and any transaction effected by a U.S. customer in the securities described in this report must be
effected through LXM LLP USA.

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal
requirements or the Financial Industry Reg—ulatory Authority, Inc. (“FINRA”) or other regulatory
requirements pertaining to research reports or research analysts. No non-US Group Company is
registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry
Regulatory Authority, Inc. ovr any other U.S. self-regulatory organization. Analyst Certification.
Each of the analysts identified in this report certifies, with respect to the companies or securities
that the individual analyses, that (1) the views expressed in this report reflect his or her personal
views about all of the subject companies and securities and (2) no part of his or her compensa-
tion was, is or will be directly or indirectly dependent on the specific recommendations or views
ex—pressed in this report. Please bear in mind that (i) Pharos Securities Brokerage is the employer
of the research analyst(s) responsible for the content of this report and (ii) research analysts pre-
paring this report are resident outside the United States and are not associated per—sons of any
US regulated broker-dealer and that therefore the analyst(s) is/are not subject to supervision by a
US broker-dealer, and are not required to satisfy the regulatory licensing requirements of FINRA or
required to otherwise comply with US rules or regulations regard—ing, among other things, com-
munications with a subject company, public appearances and trading securities held by a research
analyst account. Important US Regulatory Disclosures on Subject Companies. This material was
produced by Analysis Pharos Securities Brokerage solely for information purposes and for the use
of the recipient. Itis not to be reproduced under any circumstances and is not to be copied or made
available to any person other than the recipient. It is distributed in the United States of America by
LXM LLP USA and elsewhere in the world by Pharos Securities Brokerage or an authorized affiliate
of Pharos Securities Brokerage. This document does not constitute an offer of, or an invitation by
or on behalf of Pharos Securities Brokerage or its affiliates or any other company to any person,
to buy or sell any security. The information contained herein has been obtained from published
information and other sources, which Pharos Securities Brokerage or its Affiliates consider to be
reliable. None of Pharos Securities Brokerage accepts any liability or responsibility whatsoever for
the accuracy or completeness of any such information. All estimates, expressions of opinion and
other subjective judgments contained herein are made as of the date of this document. Emerging
securities markets may be subject to risks significantly higher than more established markets. In
particular, the political and economic environment, company practices and market prices and
volumes may be subject to significant variations. The ability to assess such risks may also be limited
due to significantly lower information quantity and quality. By accepting this document, you agree
to be bound by all the foregoing provisions. LXM LLP USA assumes responsibility for the research
reports content in regards to research distributed in the U.S.

LXM LLP USA or its affiliates has not managed or co-managed a public offering of securities for the
subject company in the past 12 months, has not received compensation for investment banking
services from the subject company in the past 12 months, does not expect to receive and does
not intend to seek compensation for investment banking services from the subject company in
the next 3 months. LXM LLP USA has never owned any class of equity securities of the subject
company. There are not any other actual, material conflicts of interest of LXM LLP USA at the time
of the publication of this research report. As of the publication of this report LXM LLP USA, does
not make a market in the subject securities.
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