QNBFS Alert – GWCS 2Q2013 Earnings Exceed Expectations
•2Q2013 earnings beat estimates. GWCS reported net income to shareholders of QR31.43mn vs.
our estimate of QR28.36mn. The primary reason for the growth was a 9.7% QoQ decline in direct
costs, with gross margins expanding to 40.2% vs. 32.7% in 1Q2013. The increase in margins is
attributable to higher LVQ revenue (Phase 3 came on-line in 2Q2013), impact of some higher
margin contracts along with some cost reallocations.
•Regional expansions: The management is working on expansion plans in Africa (Nigeria) and
Saudi Arabia. However, the plans will take a couple of years to materialize and we have not
incorporated these expansions in our model.
•Market leader in Qatar. GWCS is the market leader and the only recognized player in the Qatari
logistics market. It benefits from the Qatar growth story and has embarked on aggressive debtfinanced expansions that will more than double its bottom-line over the next four years.
•We maintain our estimates for now with a price target of QR40.53. We maintain our net profit
estimate of QR105mn for 2013. We expect GWCS to have a payout ratio in the range of 45% to
55% for the next three years complemented by some stock dividends (10% to 20%) to preserve
capital for expansions.
•GWCS to remain at a premium to peers. The company trades at a premium to its regional and
global peers. On a YTD basis, the stock is up 25.4% (total return) vs. the QE All Share
Transportation Index, which is also up 32.7%.
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Risk Ratings

Based on the range for the upside / downside offered by the 12month target price of a stock versus the current market price

Reflecting historic and expected price volatility versus the local
market average and qualitative risk analysis of fundamentals

OUTPERFORM

Greater than +20%

R-1

Significantly lower than average

ACCUMULATE

Between +10% to +20%

R-2

Lower than average

MARKET PERFORM

Between -10% to +10%

R-3

Medium / In-line with the average

REDUCE

Between -10% to -20%

R-4

Above average

UNDERPERFORM

Lower than -20%

R-5

Significantly above average
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