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MOBILY
Slow recovery

KEY DATA

Fair Value per S hare (S AR ) 26.10
C los ing P rice (S AR )  * 22.85
52-week High / L ow (S AR ) 42.83 / 19.46
YTD / 12-Month R eturn -19%  / -40%
Market C ap (S AR  Millions ) 17,595
S hares  Outs tanding (Millions ) 770
Free Float 61.14%
R euters  / B loomberg 7020.S E  / E E C  AB

*Price as of close on February 10, 2016. Source: Bloomberg and NBK Capital

KEY METRICS

2015A 2016F 2017F 2018F
E P S  (S AR ) -1.4 0.3 1.0 1.6
E P S  Growth nmf nmf 190% 61%
P /E nmf 65.5 22.6 14.0
Dividend Yield 0% 0% 0% 4%
E V/ E B ITDA 10.7 7.4 6.4 5.6
R evenue (S AR  Millions ) 14,424 15,284 16,130 16,925
R evenue Growth 3% 6% 6% 5%
E B ITDA (S AR  Millions ) 2,941 4,235 4,896 5,556
E B ITDA Growth 35% 44% 16% 13%
E B ITDA Margin 20% 28% 30% 33%

Source: Company financial statements and NBK Capital

QUARTERLY FORECASTS

(S AR  Millions ) 3Q2015A 4Q2015A 1Q2016F 2Q2016F
R evenue 3,685 3,527 3,860 3,781
E B ITDA 821 1,113 965 983
Net Income -158 11 -82 -43

Source: Company financial statements and NBK Capital
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**Please refer to page 3 for recommendations and risk ratings.

Shrouk Diab

T. +971 4365 2855
E. shrouk.diab@nbkcapital.com

• We have updated our forecasts and fair value for Mobily 
following its release of detailed FY2015 financial statements 
and our rolling forward of the timeframe in our DCF model. 
We have reduced our fair value slightly to SAR 26.1 per 
share from SAR 26.7, yielding 14% upside. We thus retain 
our Hold recommendation. 

• Fingerprint authentication could affect subscriber growth.  
Saudi Arabia’s Communications and Information Technology 
Commission (CITC) introduced a regulation early this year 
requiring biometric verification of all telecoms subscribers. 
The CITC reports hwaving directed all operators in the 
Kingdom to implement fingerprint authentication for mobile 
subscribers starting January 21, 2016, providing verification 
of a subscriber’s identity using identity documents. The 
directive could reduce the total subscriber base in the Saudi 
market; this happened in the UAE, which instituted a similar 
requirement (called My Number, My Identity) last year. UAE 
based operator du stated during its 3Q2015 results call that 
around 2 million subscribers had disconnected in 2015, a 
net reduction of more than 850,000 (approximately 12% of 
its active subscriber base at the end of 3Q2015). 

• Most loan covenants renegotiated successfully. Mobily reset 
the covenants on most of its loans in 4Q2015, reclassifying 
its total outstanding debt for the second time in 2015. 
Having breached its net debt-to-EBITDA covenant following 
the release of its financial restatements, Mobily reclassified 
all of its outstanding debt (SAR 15,627 million) as a current 
liability in 2Q2015. In light of this successful renegotiation, 
the company then reclassified around 60% of its outstanding 
debt as a long-term liability. Mobily’s financial statements 
show it still to be in negotiations with its creditors to reset 
the covenants on the remainder of its loans; we expect it to 
be successful.   

• No clear timeline for tower sale, nothing new on 
interconnection case, dividends remain unlikely. Mobily 
has said that there is currently no clear timeline for the 
previously reported tower sales, as there are many variables 
to consider. The company has stated that it is fairly 
provisioned regarding the Zain Saudi arbitration case, with 
nothing new to report on the case’s progress. We believe that 
dividend distribution remains unlikely before FY2017.

Fair Value: SAR 26.1
Upside: +14%
Risk Level: 5**
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FINANCIAL STATEMENTS

Incom e  S tate m e nt (S A R  M illio ns )

Fis cal Ye ar  Ends  De ce m be r 2014 2015 2016 2017 2018 2019 2020

Total Revenue 14,004               14,424               15,284               16,130               16,925               17,710               18,386               
Cos t of Revenue (7,225)                (6,466)                (6,770)                (6,959)                (7,138)                (7,316)                (7,452)                
S elling/General/A dmin. Expens es (4,595)                (5,017)                (4,280)                (4,274)                (4,231)                (4,162)                (4,321)                
EBIT DA 2,183                 2,941                 4,235                 4,896                 5,556                 6,232                 6,614                 
Depreciation/A mortiz ation (3,533)                (3,625)                (3,770)                (3,975)                (4,156)                (4,319)                (4,470)                
Interes t Income (Exp), Net Non-Operating (269)                   (361)                   (318)                   (258)                   (247)                   (200)                   (191)                   
Others 83                      121                    128                    135                    142                    149                    154                    
Ne t Incom e  be for e  T axe s (1,535)                (924)                   276                    800                    1,295                 1,862                 2,106                 
Provis ion for Income Taxes  & Royalties (41)                     (169)                   (7)                       (20)                     (32)                     (47)                     (53)                     
Ne t Incom e (1,576)                (1,093)                269                    780                    1,262                 1,815                 2,054                 

His tor ical For e cas t

Balance  S he e t (S A R  M illio ns )

Fis cal Ye ar  Ends  De ce m be r 2014 2015 2016 2017 2018 2019 2020

A S S ET S

Cas h and S hort-Term Inves tments 1,964                 498                    338                    1,459                 3,479                 2,706                 4,090                 

Total Receivables , Net 4,473                 3,424                 3,515                 3,524                 3,513                 3,492                 3,444                 

Total Inventory 818                    486                    382                    383                    382                    380                    374                    

Other Current A s s ets 5,247                 3,991                 3,954                 3,954                 3,954                 3,954                 3,954                 

T otal C ur r e nt A s s e ts 12,502               8,398                 8,189                 9,320                 11,328               10,532               11,863               

Property/Plant/Equipment, Total - Net 24,073               24,466               23,724               22,351               20,563               18,433               16,035               

Goodw ill and Other Intangibles , Net 10,069               9,512                 9,007                 8,502                 7,996                 7,489                 6,980                 

T OT A L  A S S ET S 46,644               42,376               40,920               40,173               39,887               36,454               34,877               

L IA BIL IT IES  &  EQUIT Y

A ccounts  Payable 7,806                 6,536                 6,878                 7,258                 7,616                 7,970                 8,274                 

S hort-term Debt 16,993               5,849                 2,405                 2,405                 3,904                 2,752                 2,243                 

Other Current Liabilities 4,991                 5,765                 5,765                 5,765                 5,765                 5,765                 5,765                 

T otal C ur r e nt L iabilitie s 29,790               18,150               15,048               15,429               17,285               16,487               16,282               

Long-term Debt -                       8,426                 9,802                 7,896                 4,490                 2,736                 2,390                 

Other Liabilities , Total 201                    241                    241                    241                    241                    241                    241                    

T otal L iabilitie s 29,992               26,817               25,092               23,566               22,017               19,464               18,913               

T otal Equity 16,652               15,559               15,828               16,608               17,870               16,990               15,964               

T OT A L  L IA BIL IT IES  A ND EQUIT Y 46,644               42,376               40,920               40,173               39,887               36,454               34,877               

His tor ical For e cas t

C as h Flow  (S A R  M illio ns )

Fis cal Ye ar  Ends  De ce m be r 2014 2015 2016 2017 2018 2019 2020

Cas h from Operating A ctivities 6,171                 5,198                 4,614                 5,244                 5,891                 6,561                 6,917                 

Cas h from Inves ting A ctivities (6,019)                (3,585)                (2,397)                (1,965)                (1,723)                (1,537)                (1,412)                

Cas h from Financing A ctivities 241                    (3,080)                (2,377)                (2,158)                (2,148)                (5,796)                (4,121)                

Ne t C hange  in C as h 394                    (1,467)                (160)                   1,121                 2,020                 (773)                   1,384                 

His tor ical For e cas t

Source: Company financial statements and NBK Capital 
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RISK AND RECOMMENDATION GUIDE*

RECOMMENDATION UPSIDE (DOWNSIDE) 

BUY MORE THAN 15%

HOLD BETWEEN -15% AND 15%

SELL LESS THAN -15%

RISK LEVEL

LOW RISK HIGH RISK

1 2 3 4 5
*In exceptional situations, the analyst can exercise discretion and assign a recommendation for a stock which differs from the one indicated by the bands.

DISCLAIMER

The information, opinions, tools, and materials contained in this report (the “Content”) are not addressed to, or intended for publication, distribution to, or use by, 
any individual or legal entity who is a citizen or resident of or domiciled in any jurisdiction where such distribution, publication, availability, or use would constitute a 
breach of the laws or regulations of such jurisdiction or that would require Watani Investment Company KSCC (“NBK Capital”) or its parent company, its subsidiaries 
or its affiliates (together “NBK Group”) to obtain licenses, approvals, or permissions from the regulatory bodies or authorities of such jurisdiction. The Content, unless 
expressly mentioned otherwise, is under copyright to NBK Capital. Neither the Content nor any copy of it may be in any way reproduced, amended, transmitted to, copied, 
or distributed to any other party without the prior express written consent of NBK Capital. All trademarks, service marks, and logos used in this report are trademarks or 
service marks or registered trademarks or registered service marks of NBK Capital. 

The Content is provided to you for information purposes only and is not to be used, construed, or considered as an offer or the solicitation of an offer to sell or to buy or 
to subscribe for any investment (including but not limited to securities or other financial instruments). No representation or warranty, express or implied, is given by NBK 
Capital or any of its respective directors, partners, officers, affiliates, employees, advisors, or representatives that the investment referred to in this report is suitable for 
you or for any particular investor. Receiving this report shall not mean or be interpreted that NBK Capital will treat you as its customer. If you are in doubt about such 
investment, we recommend that you consult an independent investment advisor since the investment contained or referred to in this report may not be suitable for you 
and NBK Capital makes no representation or warranty in this respect. 

The Content shall not be considered investment, legal, accounting, or tax advice or a representation that any investment or strategy is suitable or appropriate for your 
individual circumstances or otherwise constitutes a personal recommendation to you. NBK Capital does not offer advice on the tax consequences of investments, and 
you are advised to contact an independent tax adviser. 

The information and opinions contained in this report have been obtained or derived from sources that NBK Capital believes are reliable without being independently 
verified as to their accuracy or completeness. NBK Capital believes the information and opinions expressed in this report are accurate and complete; however, NBK 
Capital gives no representations or warranty, express or implied, as to the accuracy or completeness of the Content. Additional information may be available upon request. 
NBK Capital accepts no liability for any direct, indirect, or consequential loss arising from the use of the Content. This report is not to be relied upon as a substitution 
for the exercise of independent judgment. All technical recommendations should be combined with a review of the fundamentals of the company before making any 
investment decision. In addition, NBK Capital may have issued, and may in the future issue, other reports that are inconsistent with and reach different conclusions from 
the information presented in this report. Those reports reflect the different assumptions, views, and analytical methods of the analysts who prepared the reports, and NBK 
Capital is under no obligation to ensure that such other reports are brought to your attention. NBK Capital may be involved in many businesses that relate to companies 
mentioned in this report and may engage with them. Past performance should not be taken as an indication or guarantee of future performance, and no representation 
or warranty, express or implied, is made regarding future performance. Information, opinions, and estimates contained in this report reflect a judgment at the report’s 
original date of publication by NBK Capital and are subject to change without notice. 

The value of any investment or income may fall as well as rise, and you may not get back the full amount invested. Where an investment is denominated in a currency 
other than the local currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price, or income of that 
investment. In the case of investments for which there is no recognized market, it may be difficult for investors to sell their investments or to obtain reliable information 
about their value or the extent of the risk to which they are exposed. 

NBK Capital has not reviewed the addresses of, the hyperlinks to, or the websites referred to in the report and takes no responsibility for the content contained therein. 
Such address or hyperlink (including addresses or hyperlinks to NBK Capital’s own website material) is provided solely for your convenience and information, and the 
content of the linked site does not in any way form part of this document. Accessing such websites or following such links through this report or NBK Capital’s website 
shall be at your own risk. 

NBK Group may have a financial interest in one or any of the securities that are the subject of this report. Funds managed by NBK Group may own the securities that 
are the subject of this report. NBK Group may own units in one or more of the aforementioned funds. 

NBK Group may be in the process of soliciting or executing fee-earning mandate or doing business for companies that are either the subject of this report or are 
mentioned in this report. As a result, you should be aware that NBK Group may have material conflict of interest that could affect the objectivity of this report.

© COPYRIGHT NOTICE

This is a publication of NBK Capital. No part of this publication may be reproduced or duplicated without the prior consent of NBK Capital.
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