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MAZAYA HOLDING
Strong Profile, Low Valuation; Reiterate Buy

KEY DATA

Fair Value per S hare (KD) 0 .1 6 5
Closing Price (KD)* 0 .1 0 4
5 2 -week High / Low (KD) 0 .1 4 0  / 0 .0 9 8
YTD / 1 2 -month Return -1 6 %  / -1 5 %
P/B  (TTM) 0 .6           
S hares Outstanding (million) 6 2 0          
Market Cap (KD million) 6 4            
Free Float 6 5 %
Reuters / B loomberg Code MAZA.KW / MAZAYA KK

*Prices as of December 21, 2015. Source: Bloomberg and NBK Capital

KEY METRICS

2 0 1 4 A 2 0 1 5 F 2 0 1 6 F 2 0 1 7 F

E PS  (KD) 0 .0 1 3 0 .0 1 4 0 .0 1 5 0 .0 1 4
E PS  Growth 3 5 % 9 % 7 % -6 %
P/E 8 .0 7 .3 6 .8 7 .2

Dividend Yield 5 .8 % 5 .8 % 5 .8 % 5 .8 %
P/B 0 .6 0 .6 0 .6 0 .6

Revenue (KD million) 1 6 .7 5 5 .0 5 9 .3 4 3 .6
Revenue Growth -3 6 % 2 3 0 % 8 % -2 6 %

Op. Profit (KD million) 3 .9 1 2 .1 1 3 .5 1 2 .6
Op. Profit Growth -1 3 % 2 0 9 % 1 2 % -7 %
Op. Profit Margin 2 3 .4 % 2 1 .9 % 2 2 .8 % 2 9 .0 %

Source: Mazaya and NBK Capital

QUARTERLY FORECASTS

KD 0 0 0 s 4 Q2 0 1 4 A 3 Q2 0 1 5 A 4 Q2 0 1 5 F 1 Q2 0 1 6 F

Revenue 1 ,3 6 6      1 7 ,0 6 8    1 5 ,9 9 5    1 3 ,6 4 3    
Operating profit 1 ,1 8 3      3 ,4 9 5      3 ,4 4 4      3 ,0 8 2      

Source: Mazaya and NBK Capital
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•	 Strong profile, low valuation; reiterate Buy. We maintain 
our positive view on Mazaya as we expect the company to 
continue benefitting from its ongoing mid-income real estate 
development in Dubai despite the general softness in the 
market, and its fully occupied rent-generating properties 
across prime locations in Dubai and Kuwait. Despite the 
strong profile of Mazaya’s assets, the stock currently trades 
at a price-to-book ratio of 0.6x (trailing; we note that Mazaya 
carries investment properties on a fair-value basis). Thus, 
we reiterate our Buy recommendation with a fair value of  
KD 0.165 per share. 

•	 Solid and fully occupied rental properties in Dubai and 
Kuwait. Mazaya owns around 270 residential units in 
Sky Gardens in the Dubai International Financial Center 
(DIFC) area (accounting for roughly 20% of our EV for the 
company). So far this year, rents in the DIFC area have 
outperformed the broader market, which we see as a positive 
for Mazaya’s rental income in Dubai. In addition, Mazaya 
has four commercial towers in Kuwait (more than one-third 
of our EV) that are fully occupied, unlike the general Kuwaiti 
commercial real estate market. Although we lack specific 
data, anecdotal evidence points towards significant vacancy 
rates in Kuwait’s commercial market. 

•	 Mid-income segment in Dubai housing market continues 
to outperform amid overall softness – a key positive for 
Mazaya’s ongoing development project. Mazaya is developing 
a 2.9 million sqft mid-income project, Queue Point/Queue 
Line (accounting for 23% of our EV) in Dubailand near 
Mohammed Bin Zayed Road (E311). It has already launched 
over 80% of the project and pre-sold around 65% of the 
total planned BUA. Given that the mid-income segment 
(mainly end-user driven) continues to see stronger demand 
than the overall Dubai housing market (see Figures 1 and 
2), we do not currently expect the general slowdown in the 
Dubai market to have a drastic impact on Mazaya’s project. 
Our pricing assumption for the unsold BUA is around  
AED 600 per sqft, which is much lower than the current 
selling price of AED 700-750 per sqft, which therefore 
provides a substantial cushion to our forecasts. 

•	 Key catalysts: 1) Sustained delivery at Queue Point 
continuing to boost Mazaya’s financial performance; 2) our 
expectation of KD 0.06 DPS for FY2015, similar to last year, 
providing an attractive 5.8% yield at the current share price; 
and 3) a 4% YTD depreciation of the KD against the AED 
providing incremental benefits to the income generated in 
AED at the consolidated level.

**Please refer to page 6 for recommendations and risk ratings.

BUY
Fair Value: KD 0.165
Upside: +59%
Risk Level: 3**
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•	 Other projects in pipeline: Mazaya is looking to start work on a 350K sqft BUA mixed-use 
project in Oman and has secured an OMR 10.5 million (around KD 8.2 million) financing 
facility to fund construction. Given the very early stage of the project, we have valued it on 
a land-only basis at its book value of KD 2.8 million. Mazaya has also bought a commercial 
investment property in Turkey from a joint venture, and this is currently under development. 
We have valued the property at its book value of KD 11.4 million, of which Mazaya has a 65% 
direct stake. Mazaya’s other major undeveloped land bank includes, Kuwait (book value of KD 
8 million), Abu Dhabi (book value of KD 6 million), Dubai (book value of KD 2.7 million) and 
Lebanon (book value of KD 2.7 million, on which we assign 20% discount considering the 
current uncertain political and security situation).

•	 Key risks: 1) Prolonged over-supply of commercial real estate in Kuwait could lead to pressure 
on rents; 2) a further significant correction in the Dubai real estate market; and 3) a material 
reversal in the interest-rate environment could affect potential customers, leading to a 
slowdown in business. 

Figure 1 Value of Dubai Real Estate Transactions (AED Billion)  Figure 2 Dubai Real Estate Transactions (Units)
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Figure 3 Overview of Mazaya’s Queue Point/Queue Line Liwan Project

Queue Point Desc ription

L oc ation Dubailand (at the intersec tion of E 3 1 1  and Dubai-Al Ain road)
S ize 2 .9  million sqft (around 3 ,0 0 0  units)
Total revenue potential KD 1 6 0  million (around AE D 1 .9  billion)
S tatus Ongoing, around 6 5 %  pre-sold, 8 0 -8 5 %  launc hed
Delivery sc hedule 2 0 1 4 -2 0 2 0
Cashflow sc hedule until 2 0 2 0
Cummulative revenue rec gnition so far Around 3 0 %
Current S elling pric e/sqft (AE D) 7 0 0 -7 5 0
Our forec ast selling pric e/sqft (AE D) 6 0 0
Contribution to our gross E V Around 2 3 %

Source: Mazaya, NBK Capital

While the value of transactions in 

the Dubai real estate market has 

plummeted this year, the volume of 

transactions (in number of units) 

has been relatively flat. This, in our 

opinion, indicates much  

stronger activity (or demand) 

among lower-priced units, mainly in 

the mid-income segment 0
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Figure 4 Queue Point Average Selling Price per Sqft (AED)
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Figure 5 Overview of Major Investment Property in Dubai – Sky Gardens

S ky Gardens Description

Location DI FC
S ize Around 2 7 0  units, 2 7 5 K sqft
B ook value/sqft. (AE D) 1 ,5 0 0
Current market price/sqft. (AE D)* 1 ,6 0 0  - 2 ,1 0 0
Current annual rent KD 1 .9  million or AE D 2 3 .4  million
As %  of Mazaya's total rental income Around 3 5 %
Contribution to our gross E V Around 2 0 %

Source: Mazaya, NBK Capital

Figure 6 Rental Performance of Apartments in Dubai (Average YoY Change During 9M2015)
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Source: Asteco, NBK Capital

Average selling price gradually 

increasing, as pace of delivery 

accelerates

Sky Gardens continues to be fully 

occupied given its prime location 

in Dubai. We assume average 

rent growth of 1-2% p.a. over our 

forecast horizon for the property

DIFC has generally bucked the 

trend in terms of residential 

rents, which we see as reassuring 

for Mazaya’s Sky Gardens

http://www.nbkcapital.com/
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Figure 7 Overview of Mazaya’s Kuwait Commercial Investment Properties 

Kuwait Commercial I nvestment Properties Description

Location Kuwait City
S ize 7 5 K sqft NLA
Current annual rent KD 3 .1  million
As %  of Mazaya's total rental income Around 5 0 %
Contribution to our gross E V Around 3 5 %

Source: Asteco, NBK Capital

Figure 8 SOTP Valuation for Mazaya 

Development properties E V 2 4 ,3 0 5
Recurring income business E V 8 1 ,0 2 2

Total E V 1 0 5 ,3 2 7

Adjustments:
Net debt (at 4 Q2 0 1 5 F B V) (4 5 ,7 7 3 )
Undeveloped land bank 2 1 ,8 5 2
Associates/JV (at 4 Q2 0 1 5 F B V) 1 2 ,9 2 3
AFS  (2 0 %  discount to 3 Q2 0 1 5  B V) 9 ,0 5 1
Minorities (at 4 Q2 0 1 5 F B V) (6 ,5 5 7 )
Net direct investment in Turkey (at 3 Q2 0 1 5  B V) 7 ,3 3 8
Other liabilities (at 4 Q2 0 1 5 F B V) (6 7 4 )

Net equity value 1 0 3 ,4 8 6

Outstanding shares 0 0 0 s (ex. treasury) 6 1 9 ,5 8 9
Per share fair value (KD) 0 .1 6 5

Current market price (KD) 0 .1 0 4
Upside 5 8 .7 %

S OTP KD 0 0 0 s

Source: NBK Capital

Unlike the general Kuwait  

commercial property market, which 

has been struggling with high 

vacancy rates, Mazaya enjoys almost 

full occupancy due to its product 

offering, which caters to small and 

mid-sized corporate tenants

Our SOTP is the result of two 

DCFs, adjusted for other assets 

and liabilities, with recurring 

income contributing the bulk of 

our valuation. The stock currently 

trades at a 0.6x price-to-book 

ratio (trailing), which we consider 

attractive. Hence, we maintain 

our Buy recommendation

http://www.nbkcapital.com/
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FINANCIAL STATEMENTS*

Balanc e S heet (K D  000s )

Fisc al Year E nds Dec ember 2 0 1 3 2 0 1 4 2 0 1 5 2 0 1 6 2 0 1 7

AS S E TS

Cash 1 7 ,4 4 6                 1 6 ,3 1 8                 1 4 ,2 2 7                 1 4 ,6 9 3                 1 4 ,8 2 9                 
P rop. Held for Trading 8 6 ,3 8 6                 9 8 ,7 5 1                 6 1 ,1 4 5                 2 5 ,2 8 4                 5 ,4 0 8                   
Others 5 ,5 6 3                   9 ,8 4 8                   1 0 ,0 0 5                 1 0 ,0 0 5                 1 0 ,0 0 5                 
Total Current Assets 1 0 9 ,3 9 5              1 2 4 ,9 1 7              8 5 ,3 7 7                 4 9 ,9 8 3                 3 0 ,2 4 2                 

Investment P roperties 8 9 ,0 9 5                 1 0 9 ,1 2 9              1 2 6 ,6 2 5              1 2 8 ,4 2 4              1 3 0 ,1 4 6              
AFS 1 2 ,7 5 1                 1 2 ,0 7 3                 1 1 ,3 1 4                 1 1 ,3 1 4                 1 1 ,3 1 4                 
Assoc iates and J Vs 1 4 ,2 5 0                 1 2 ,8 8 4                 1 2 ,9 2 3                 1 2 ,9 2 3                 1 2 ,9 2 3                 
Goodwill & Others 2 ,6 2 5                   2 ,8 8 5                   2 ,8 8 8                   2 ,8 9 7                   2 ,9 1 0                   
TOTAL  AS S E TS 2 2 8 ,1 1 6              2 6 1 ,8 8 9              2 3 9 ,1 2 7              2 0 5 ,5 4 1              1 8 7 ,5 3 5              

L IABIL ITIE S  & E QUITY

Customer Advanc es 6 8 ,6 6 3                 7 9 ,6 5 7                 5 5 ,1 4 7                 2 0 ,5 7 6                 2 ,1 5 0                   
S hort-Term Debt 6 ,8 8 7                   8 ,5 0 4                   5 ,0 0 0                   5 ,0 0 0                   5 ,0 0 0                   
Other Current L iabilities 1 2 ,5 2 4                 9 ,1 3 2                   1 4 ,4 9 6                 1 4 ,4 9 6                 1 4 ,4 9 6                 
Total Current L iabilities 8 8 ,0 7 4                 9 7 ,2 9 3                 7 4 ,6 4 3                 4 0 ,0 7 2                 2 1 ,6 4 6                 

L ong-Term Debt 4 2 ,4 9 8                 5 6 ,2 5 4                 5 5 ,0 0 0                 5 0 ,0 0 0                 4 5 ,0 0 0                 
Other L iabilities 3 7 7                      5 8 6                      6 7 4                      6 7 4                      6 7 4                      
Total L iabilities 1 3 0 ,9 4 9              1 5 4 ,1 3 3              1 3 0 ,3 1 7              9 0 ,7 4 6                 6 7 ,3 2 0                 

Total E quity 9 7 ,1 6 7                 1 0 7 ,7 5 5              1 0 8 ,8 1 0              1 1 4 ,7 9 5              1 2 0 ,2 1 5              

TOTAL  L IABIL ITIE S  AND E QUITY 2 2 8 ,1 1 6              2 6 1 ,8 8 9              2 3 9 ,1 2 7              2 0 5 ,5 4 1              1 8 7 ,5 3 5              

Historic Forec ast

Inc ome S tatement (K D  000s )

Fisc al Year E nds Dec ember 2 0 1 3 2 0 1 4 2 0 1 5 2 0 1 6 2 0 1 7

Total Revenue 2 5 ,9 7 6                 1 6 ,6 6 5                 5 4 ,9 6 3                 5 9 ,2 7 5                 4 3 ,6 3 2                 
Operating E xpenses (2 1 ,7 8 3 )               (1 4 ,3 9 5 )               (4 3 ,0 1 7 )               (4 5 ,8 6 8 )               (3 1 ,1 1 4 )               
Inc ome from Assoc iates & J Vs, exc luding Turkey 3 1 0                      1 ,6 2 9                   1 1 2                      1 1 8                      1 1 8                      
Operating Inc ome 4 ,5 0 3                   3 ,8 9 8                   1 2 ,0 5 8                 1 3 ,5 2 5                 1 2 ,6 3 6                 
Net Financ e Charges (2 ,5 5 8 )                  (2 ,4 8 4 )                  (3 ,5 8 7 )                  (3 ,4 1 9 )                  (3 ,1 1 8 )                  
Net Impairment Charges 7 0 5                      2 ,0 0 4                   -                          -                          -                          
Net Investment & Revaluation Gains 4 ,8 8 5                   3 ,5 2 3                   9 4 3                      -                          -                          
Other (1 ,5 3 3 )                  1 ,1 4 6                   (5 6 8 )                     (6 4 4 )                     (6 2 9 )                     
Net Profit 6 ,0 0 1                   8 ,0 8 6                   8 ,8 4 5                   9 ,4 6 2                   8 ,8 8 9                   

Historic Forec ast

Cash Flow S tatement (K D  000s )

Fisc al Year E nds Dec ember 2 0 1 3 2 0 1 4 2 0 1 5 2 0 1 6 2 0 1 7

Cash from Operating Ac tivities 9 ,5 1 5                   (3 ,2 0 0 )                  3 0 ,0 5 5                 1 4 ,4 5 1                 1 3 ,7 5 8                 
Cash from Investing Ac tivities (2 ,4 6 3 )                  (1 5 ,3 2 0 )               (1 5 ,8 9 7 )               (1 ,9 5 5 )                  (1 ,8 8 0 )                  
Cash from Financ ing Ac tivities (2 ,7 3 7 )                  1 6 ,2 7 1                 (1 6 ,2 5 0 )               (1 2 ,0 3 0 )               (1 1 ,7 4 2 )               
Forex Adjustments (2 7 0 )                     1 0 8                      -                          -                          -                          
Net Change in Cash 4 ,0 4 5                   (2 ,1 4 0 )                  (2 ,0 9 1 )                  4 6 7                      1 3 6                      

Historic Forec ast

*Excluding potential projects (such as in Oman) that Mazaya is currently evaluating. Source: Mazaya, 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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