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BATELCO (BTEL.BH)

e Batelco reported total revenue of BHD 85.6 million at the end of 3Q2009, a 0.9% increase over the same period last year.
This was 6% below our forecast of BHD 91.6 million. This brings the 9M2009 revenue for Batelco up to BHD 256.2 million,
an increase of 4.4% YoY.

e According to management, at the end of September 2009, Batelco Group active mobile subscribers grew by 21% YoY,
and surpassed 4.8 million. Around 52% of the total mobile subscribers are from the Yemeni operations, while Umniah
contributed to 33% of total subscribers. As for its home market, the active subscriber base in Bahrain increased by 6% YoY,
and reached around 779,000.

e The gross revenue from Batelco’s operation in Bahrain grew by 7.5% YoY at the end of 9M2009, despite facing significant
competition in its mobile, broadband and data service business lines, as well as its strained relationship with the telecom
regulator in Bahrain.

e According to Batelco’s management, its overseas operations contributed to around 30% of total group revenue. Going
forward, the company plans on investing in various start-up operations in order to capitalize on future growth prospects.
Batelco’s most recent start-up acquisition in India, S Tel, is expected to launch full services in 4Q2009. The company’s joint
venture with Etihad Atheeb to provide broadband services in Saudi Arabia, started operations during 3Q2009.

e During 3Q2009, EBITDA decreased by 4.5%, compared to the same period last year, to around BHD 37 million; this fell
short of our forecast of BHD 39.6 million by 7%. EBTIDA margin dropped from 45.8% in 3Q2008 to 43.8% in 3Q2009,
versus our forecast of 43.2%. The reason behind this decline in EBITDA is mainly due to the increase in general and
administrative expenses, which grew by 47% YoY in 3Q2009.

e Batelco’s bottom line declined by 8% to BHD 25.2 million in 3Q2009 compared to the same period last year. This brings
the 9M2009 net income to BHD 79.5 million.

e Despite that Batelco’s results came in below our expectations this quarter, we still feel that the 4th quarter will boost FY2009
results. Therefore, we maintain Batelco’s fair value per share at BHD 0.700, 13% above the share’s closing price of BHD
0.620 on October 28, 2009 — hence, our “Accumulate” recommendation.
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DISCLAIMER

This document and its contents are prepared for your personal information purposes only and do not constitute
an offer, or the solicitation of an offer, to buy or sell a security or enter into any other agreement. Projections of
potential risk or return are illustrative, and should not be taken as limitations of the maximum possible loss or gain.
The information and any views expressed are given as of the date of writing and are subject to change. While
the information has been obtained from sources believed to be reliable, we do not represent that it is accurate
or complete and it should not be relied on as such. Watani Investment Company (NBK Capital), its affiliates and
subsidiaries accept no liability for any direct, indirect or consequential loss arising from use of this document or
its contents. At any time, the employees of NBK Capital and its affiliates and subsidiaries may, at their discretion
,hold a position, subject to change, in any securities or instruments referred to, or provide services to the issuer
of those securities or instruments.
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