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Merger Could be Potentially 
Dilutive; Suspending Rating 
 

 

Emaar enters advanced merger talks with Dubai Holdings.  According to company 

disclosures, EMAAR is seeking to merge with three real estate units of Dubai Holdings LLC, 

consolidating its business with Sama, Tatweer and Dubai Properties.  Dubai Holdings is a 100% 

state controlled entity, while the government of Dubai owns a 32% stake in Emaar.  The parties 

expect to complete the deal valuation by August 2009.  The merger is expected to take about 

four months and could be finalized in October 2009, pending the approval of shareholders and 

regulators.   

 

Merger could be potentially dilutive for Emaar shareholders; suspending rating until 

more details become available.  (1) We have limited visibility into the income potential of 

Dubai Holdings’ projects.  (2) We are skeptical of the potential synergies accruing from this 

deal, as it is our understanding that Dubai Holdings has already undergone significant 

restructuring.  (3) While we await details about the deal’s valuation in August, our view is that 

not only is it extremely difficult to value the assets/land bank in the current environment, but 

these real estate entities are already carrying assets at significant premiums to existing market 

conditions.  According to a recent disclosure, Dubai Holdings’ held about AED126bn in book 

value of assets (mostly land, in our view) and total external debt of AED3.4bn as of Dec. 31.  

Given that Emaar had about AED68bn in book value of assets and AED10bn in external debt 

(as of March 2009), the combined entity could have AED194bn in assets and AED13.4bn in 

external debt.  However, we note that Emaar is carrying about AED28.4bn in development 

properties and AED13.2bn in investment properties on its books, both of which could be 

susceptible to future write-downs.  Moreover, the company also has payments due to suppliers 

and contractors to the tune of AED8.4bn.  As for Dubai Holdings, we believe the AED126bn 

in assets quoted in the press release consists mostly of land, which could be potentially valued 

much lower given the current market conditions.  Moreover, we currently have no idea as to 

what Dubai Holdings’ cash position is and what is owed to its contractors and suppliers.  In light 

of these uncertainties, we are suspending our rating on Emaar shares.  We would reassess our rating when the 

financial impact of this transaction becomes clear.  We do note that if the combined entity receives 

substantial financial stimulus from the Dubai government, in a form that is not dilutive 

to existing shareholders, we could see upside in Emaar’s stock price. 

 

Derivative impact:  we expect rumors about mergers among other property developers 

to heighten.  Prime candidates for such speculation-driven trading could be Union Properties 

and Deyaar. 
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(AED Millions) 2007A 2008A 2009E 2010E 2011E

Revenues 17,869     16,015     6,957       7,514       8,265       

Gross Margins 39.5% 42.5% 45.0% 43.0% 42.0%

EBIT 5,223       4,703       1,322       1,352       1,653       

EBIT Margin 29.2% 29.4% 19.0% 18.0% 20.0%

EBITDA 5,404       5,004       1,704       1,766       2,108       

EBITDA Margin 30.2% 31.2% 24.5% 23.5% 25.5%

EPS 1.08         0.50         0.25         0.33         0.39         

PE 3.61         7.78         15.33       11.95       10.09       

Cash Earnings/Share 1.11         0.55         0.32         0.39         0.46         

P/Cash Earnings 3.52         7.08         12.29       9.89         8.46         
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Note: FY07/FY08 financials based on prior accounting standard and thus not comparable with forecasts. 

Equity Data

Current Price (AED) 3.21

Target Price (AED) N.A.

Upside/downside N.A.

12 Mo. Performance -65.9%

Market Cap. (AED bn.) 19.6

Enterprise Value (AED bn.) 24.92
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Disclaimer: This report is not an offer to buy or sell nor a solicitation to buy or sell any of the securities mentioned within. The information and 
recommendations contained in this report were prepared using information available to the public and sources Al Mal Capital believes to be reliable. 
Al Mal Capital PSC does not guarantee the accuracy of the information contained within this report and accepts no responsibility or liability for 
losses or damages incurred as a result of investment decisions taken based on information provided or referred to in this report. Any analysis of 
historical facts and data is for information purposes only and past performance of any company or security is no guarantee or indication of future 
results. Al Mal Capital PSC, or its “related group companies” (which may include any of its branches, affiliates and subsidiaries) or any director(s) or 
employee(s) of the said companies, individually or collectively, may from time to time take positions or effect transactions related to companies 
mentioned in this report. Al Mal Capital PSC and its related group companies may have performed or seek to perform investment banking or any 
other financial or advisory services for the companies mentioned in this report. 
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