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VFQS posts 16.8% YoY decrease but 16.1% QoQ increase in 4Q2019 net profit — Vodafone Qatar's
4Q2019 earnings of QR35.3mn dipped below our estimate of QR47.6mn (variation of -26.0%). The
company's 4Q2019 revenue of QR571.3mn (0.9% YoY, 16.4% QoQ), however, came in 8.6% higher
than our forecast of QR525.9mn. 4Q2019 marked the 8t consecutive quarter of YoY growth in total
revenue but VFQS continued its trend of reporting lower-than-expected quarterly earnings seen
over 1Q2019-3Q2019. With total subs in-line (1.74mn) vs. our modeled estimate, the revenue beat
stemmed from higher-than-expected handset and equipment revenue (generally lower-margin),
followed by prepaid and postpaid revenue implying modest improvement in quarterly ARPUs.
Reported 4Q2019 EBITDA margin of 31.5% in 4Q2019 improved vs. 4Q2018’s 28.0% but dipped
below both 3Q2019’s 34.8% and our estimate of 35.7%. This, along with higher-than-excepted
depreciation and amortization expenses, explains the majority of the earnings miss (detailed table on

page 2).

Total revenue grew 1.1% YoY to QR2.1bn in 2019, while earnings increased 22.0% to QR143.7mn.
Revenue growth dipped below guidance of 2.5-3.5% YoY growth. Service revenue grew by 2.4% to
reach QR1.95bn. EBITDA for 2019 stood at QR709.0mn representing an increase of 21.4% compared
to 2018 helped by higher service revenue, lower costs and adoption of IFRS 16. EBITDA margin
improved by 5.6 percentage points from 27.8% in 2018 to reach 33.4% in 2019; management
guidance was for EBITDA margin between 33.5-34.5%.

In-line DPS of QRO0.05 implies 4.2% vyield. As expected VFQS proposed a flat DPS for 2019.

Our view on the stock remains unchanged — we continue to like the company’s momentum in
postpaid (4Q2019 segment revenue up 21.6% YoY/5.8% QoQ). We also believe postpaid, 5G (more
than 70% of Doha under coverage as of 3Q2019), home broadband, enterprise and bundled solutions
should continue to drive future momentum. We rate VFQS an Accumulate with a QR1.40 price target.
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INCOME STATEMENT 4QCY18 A 3QCY19 A 4QCY19 A 4QCY19 E
(In QR mn Unless Specified)

Revenue 566.270 490.976 571.337 525.923 8.6% 0.9% 16.4%

Direct Costs (Interconnection & Other Opex) h (214.738) (172.273) (230.215) (183.021) 25.8% 7.2% 33.6%
as a % of Total Revenue (%) 37.9% 35.1% 40.3% 34.8%

Gross Profit (Loss) 351.532 318.703 341.122 342.902 -0.5% -3.0% 7.0%
Gross Margin (%) 62.1% 64.9% 59.7% 65.2%

Other Expenses (Employee and Other Expenses) h (192.790) (147.845) (160.881) (155.000) 3.8% -16.6% 8.8%
asa % of Total Revenue (%) 34.0% 30.1% 28.2% 29.5%

Depreciation and Amortization (105.943) (120.501) (125.352) (120.172) 4.3% 18.3% 4.0%

Total Operating Expenses (298.733) (268.346) (286.233) (275.172) 4.0% -4.2% 6.7%

EBITDA 158.742 170.858 180.241 187.902 -4.1% 13.5% 5.5%
EBITDA Margin (%) ™ 28.0%" 34.8%" 31.5%" 35.7%

Operating Profit (Loss) - EBIT 52.799 50.357 54.889 67.730 -19.0% 4.0% 9.0%
EBIT Margin (%) 9.3% 10.3% 9.6% 12.9%

Interest Income 2.255 0.708 1.416 0.837 69.2% -37.2% 100.0%

Interest Expense/Lease Interest Expense (9.729) (16.232) (16.289) (16.232) 0.4% 67.4% 0.4%

Other Income/Expense (2.958) (4.477) (4.766) (4.710) 1.2% 61.1% 6.5%

Profit (Loss) Before Tax 42.367 30.356 35.250 47.625 -26.0% -16.8% 16.1%

Net Profit (loss) - Adjusted 42.367 30.356 35.250 47.625 -26.0% -16.8% 16.1%
Net Margin (%) 7.5% 6.2% 6.2% 9.1%

EPS (QR) 0.01 0.01 0.01 0.01 -26.0% -16.8% 16.1%
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Recommendations

Risk Ratings

Based on the range for the upside / downside offered by the 12- Reflecting historic and expected price volatility versus the local
month target price of a stock versus the current market price 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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