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2Q Results Beat Estimates;
Concerns About Impending Merger Remain

AL MAL CAPITAL\\

Solid 2Q09 preliminary results; our 12-month rating on Emaar shares remains under
review pending financial details about the company’s impending merger. Emaar’s 2Q09
results could fuel a near-term bounce in the stock given: (1) 2Q09 operating profit of
AED442mm beat our expectation of AED324mm and consensus estimates easily; and (2) the

company chose to conservatively write-down the entire remaining book value (consisting of the
remaining inventory) of AED1.7bn related to its US subsidiary JI. Homes (in ch-7 liquidation).
Note that Emaar had already written off the entire goodwill of AED2.5bn in FY08 and
AED1.5bn in inventory associated with JI. Homes over FY07-FY08 (including AED919mm in
4Q08). In the very near-term, we believe that Emaar shares could react positively given

its better-than-expected 2Q09 operating profits and the fact that it choose to write-off the

entire remaining balance of its exposure to JL. Homes. However, over the intermediate-

term, we would advise long-term investors to avoid the stock until we obtain more financial

clarity on Emaar’s impending merger with Dubai Holdings’ three real estate entities (Dubai
Properties, Tatweer and Sama Dubai). We continue to believe that this merger is likely to be
dilutive to Emaar’s public shareholders. Ouwr 12-month rating on Emaar remains under review until we

receive financial details about this impending merger.

We await release of full financials (balance sheet and cash flow statement) to ascertain

Emaar’s liquidity position /balance sheet strength as of 2Q09. We wete expecting a

significant Q/Q increase in 2Q09 revenues, which is exactly what Emaar delivered. The
company recorded revenues of AED1.94bn, which was up 25% Q/Q (vs. revenues of
AED1.55bn in 1Q09, which was down 16% sequentially). Given the sequential increase in
2Q09 revenues we would expect: (1) Emaat’s short-term liquidity position to improve in 2Q09
(vs. an AED1.2bn shortfall in 1Q09 given cash of AED4.6bn and short-term debt of
AED5.8bn); and/or (2) a reduction in Emaat’s payables due to suppliers and contractors (which
stood at AED8.4bn or 250% of annualized COGS in 1Q09). In terms of other balance
sheet/cash flow metrics, we also remain concerned about Emaat’s cash burn on development
propetrties (AED1.6bn burned in 1Q09, with total development propetties recorded at
AED28.4bn in the balance sheet). We will update investors about over view on Emaar’s balance
sheet/liquidity after the company discloses its full financials for 2Q09. We discuss its 2Q09

income statement metrics on Page 2.
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(AED M illions) 2007 A 2008 A 2009E 2010E 2011E
Revenues 17,869 16,015 8,695 9,390 10,329
G ross M argins 39.5% 42.5% 45.8% 44.0% 43.0%
EBIT 5,223 4,703 1,818 1,784 2,169
EBIT M argin 29.2% 29.4% 20.9% 19.0% 21.0%
EBITD A 5,404 5,004 2,119 2,109 2,527
EBITD A Margin 30.2% 31.2% 24.4% 22.5% 24.5%
EPS 1.08 0.50 0.05 0.41 0.49
PE 2.54 5.46 59.30 6.63 5.61
Cash Earnings/Share 1.11 0.55 0.10 0.47 0.55
P/ Cash Earnings 2.47 4.97 28.65 5.88 5.01

Notes: (1) FY07/FY08 financials are based on prior acconnting standard and thus not comparable with forecasts. (2) FY07, FY08, and FYOIE EPS include
an AED458mm charge to COGS in 2007, an AED1.1bn charge to COGS and an AED2.5bn write-down to goodwill in 2008, and an AED1.7bn charge

for inventory in 2009.
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2Q09 Results Improve Sequentially; Emaar Chooses to Write-Off its
Remaining Exposure to JL. Homes

2Q09 revenues reflect higher sequential deliveries; Operating profit for 2Q09
surpasses expectations.

® Revenues of AED1.94bn increased 25% qoq vs. AED1.55bn in 1Q09 as
handovers grew sequentially. Management stated in the press release that Emaar
had higher unit deliveries and increased sales of completed units during the second
quarter of this year in comparison to 1Q09. Emaar delivered Burj Views in
Downtown Burj Dubai, Fairways in The Views, and Alma in Arabian Ranches. On
the international front, the company also delivered its initial units in Tuscan Valley in
Tutkey. As expected, Emaar’s 2Q09 revenues fell 65% Y/Y vs. AED5.6bn in 2Q08.
This is because the company had significant project deliveries in 2QO08, including
Alvorada villas in Arabian Ranches, South Ridge and Old Town B residences in
Downtown Burj Dubai, and Marina Promenade in Dubai Marina. We do point out
that the company recorded an 180% Y/Y increase in rental and hospitality income, a

positive indicator given the recurring nature of these revenue streams.

®  Gross margins fell slightly sequentially, but were up marginally on a Y/Y basis.
Emaar reported GMs of 44.07% in 2Q09 vs. 45.34% for 1QQ09 and 43.81% in 2Q08.

®  While operating profit exceeded expectations, net profit declined significantly,
as Emaar chose to write-down its entire remaining exposure to JL Homes.
2Q09 operating profit of AED442mm beat our expectation of AED324mm and
consensus estimates easily. However, net profit fell 642% Q/Q and 161% Y/Y given
that Emaar decided to write-down AED1.7bn, which was its remaining exposure to JL
Homes.
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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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