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Company overview

Air Arabia PJSC (Air Arabia) is the Middle East and North Africa's first and largest Low Cost Carrier
(LCC) services headquartered in Sharjah, the UAE.

The company provides domestic and international air transport services for passengers and cargo
to over 155 destinations across the world. Air Arabia also carries out trading of aircraft, spare parts
and telecommunications devices, aviation training and aircraft repairs and maintenance services. It
also provides services such as aircraft rental, travel and tourism, air cargo agency, and document
transfer services.

Air Arabia was the first airline to introduce the low-cost carrier concept in the region and is on a
mission to serve all Arab countries and beyond, constantly undergoing aggressive route expansion,
taking advantage of its ideally located hubs in the United Arab Emirates, Morocco and Egypt. Over
the past years, Air Arabia, through continuous market research and customer feedback, has
provided a range of value added services to millions of passengers who chose to fly with the
airline's fleet of A320 aircraft.

It operates through a group of airlines and companies from Sharjah International Airport, Ras Al
Khaimah International Airport & Abu Dhabi International Airport UAE in the UAE; Mohammed V
International Airport in Casablanca Morocco; and Borg El Arab International Airport in Alexandria,
Egypt

The company connects various destinations across the Middle East, North Africa, Asia and
Europe. Flying to over 170 destinations spread across the Middle East, North Africa, Asia and
Europe offers comfort, reliability and value for money air travel across the network.

With a value proposition "Where Next", helps  millions of passengers who have chosen to fly with
Air Arabia to fly more often to more places at their own convenience.This helped the airline to
make a difference and set a mark in the aviation industry internationally.

Air Arabia is not only committed to providing affordable air travel but is also dedicated to uplifting
the lives of those who are less fortunate. Taking responsibility and leading on social needs of local
and international communities, the carrier has implemented a corporate social responsibility (CSR)
program for sustainable development with an emphasis on providing better education and
healthcare for underprivileged communities.

Fleet

The airline operates a total fleet of 52 Airbus A320 and 6 A321 Neo LR Aircrafts and has 1.498
employees. All aircraft cabin interiors are fitted with world-class comfort seats, offering one of the
most spacious economy cabin seat pitches.
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Financials

The Air Arabia board of directors consists of 7 board members. The current board was appointed
by the AGM of 2020 for three years.
The airline commenced operations in October 2003 and achieved financial break-even from its
very first year of services and has been profitable ever since.
Air Arabia Dividends between 2008 to 2014: First Abu Dhabi Bank (Previously NBAD) has been
the dividend distribution manager for Air Arabia.
Air Arabia Dividends from 2015 onwards: Since 2015, ESCA (the relevant authority) has
mandated dividend distributions to the stock markets. As Air Arabia is listed in Dubai Financial
Market (DFM), DFM is responsible for distributing Air Arabia Dividends. DFM gives two options for
distribution: through direct transfers to bank accounts or through "Investor cards" depending on
preference and request made to DFM.

Air Arabia (PJSC) is the first publicly listed airline in the region listed on the Dubai Financial Market
and traded under ticker symbol: (DFM:AIRARABIA) is a holding company with assets worth over
AED 13 billion.
Established with a modest capital back in October 2003 as the region's first low-cost carrier, Air
Arabia today consists of a group of airlines and companies offering travel and tourism services
across the globe providing the carrier an independent path to growth and profitability.

End-of-day quote Dubai Financial Market: Share  -  03-31 1.62 AED = 0.44USD +0.62%
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Air Arabia’s record full year net profit, despite COVID-19 pandemic continuous impact on aviation,
reflects the strength of the business model, growth strategy, and the group’s management team.
In the fourth quarter of 2021, Air Arabia reported a net profit of AED467m ($127.1m) compared to
AED20m ($5.4m) in the same period last year and a turnover that reached AED1.3bn ($353.9m),
an increase of 143 percent compared to the same quarter last year.
This is the fifth consecutive profitable quarter for the Sharjah-based low-cost carrier since the
pandemic hit the aviation industry.

Fourth quarter net profit saw a record jump as a result of ease of travel restrictions; higher
passenger demand; better yield margins; and the cost control measures adopted. Fifth consecutive
profitable quarter that Air Arabia managed to register since the pandemic hit the aviation industry.

Sector overview

Although the year 2021 continued to be challenging for the aviation industry worldwide, it
witnessed recovery across many markets, driven by ease of travel restrictions and passenger
demand. Air Arabia managed to deliver such a performance signaling a steady recovery for
operations as well as the industry.
In 2021 and despite the continuing impact of the pandemic, Air Arabia managed to add 44 new
routes across its five hubs in the UAE, Morocco, and Egypt. Air Arabia Abu Dhabi added a total of
7 new routes from its base in Abu Dhabi International Airport while Air Arabia Maroc added 16 new
routes and Air Arabia Egypt added 15 new routes.
Also continued with our strategic growth plans by announcing two new joint ventures in Armenia
and Pakistan. In July was announced the signing of an agreement with the Armenian National
Interests Fund (ANIF) to launch Armenia’s national airline “Fly Arna”. This was followed by
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another agreement in September with Lakson Group, one of Pakistan’s leading business
conglomerates, to launch “Fly Jinnah” a new low-cost airline based in Pakistan.
Airarabia's top users market is the United Arab Emirates and they receive 1.6M (36.6%) people.
Then the 2nd is India with 473.5k (11.1%). The 3rd is Saudi Arabia with 468k (11.0%).

Benchmark Analysis against competitors

The chart depicts the distribution of net
debt / total capital for companies
operating in the Industrials sector in the
United Arab Emirates.

Over 10 companies were considered in
this analysis, and 17 had meaningful
values. The average net debt / total
capital of the companies is 13.5% with a
standard deviation of 19.2%.

Air Arabia PJSC's Net Debt / Total
Capital of -5.6% ranks in the 5.7%
percentile for the sector.

Performance Summary

● Air Arabia's latest twelve months net debt / total capital is -5.6%.
● Air Arabia's net debt / total capital for fiscal years ending December 2017 to 2021 averaged

11.3%.
● Air Arabia operated at a median net debt / total capital of 12.8% from fiscal years ending

December 2017 to 2021.
● Looking back at the last five years, Air Arabia's net debt / total capital peaked in December

2018 at 23.7%.
● Air Arabia's net debt / total capital hit its five-year low in December 2021 of -5.6%.
● Air Arabia's net debt / total capital decreased in 2017 (16.1%, -2.1%), 2019 (9.6%, -59.5%) and

2021 (-5.6%, -143.6%) and increased in 2018 (23.7%, +47.0%) and 2020 (12.8%, +33.5%).
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Risks & Opportunities

The main opportunities of the company are expanding the market to other countries, increasing the
frequency of flights, as well as offering new services. Although the company flies already in 50
countries, there are still many states where Air Arabia does not operate, and its profitability and
high organizational level make this expansion possible.

The remarkable performance for the fourth quarter was supported by higher customer demand that
is visibility increasing as the pandemic restrictions ease.
Great benefits from a revenue source that is a lifeline for many carriers: the cargo boom.
Sharjah is also strategically located close to Dubai and this enables the airline to attract visiting
tourists and expatriates who opt to take advantage of the airport as they avoid the delays and
congestion at Dubai airport.
The 2021 agreement to launch Armenia’s national airline Fly Arna and  with Lakson Group, to
launch Fly Jinnah, a new low-cost airline based in Pakistan. Both new joint ventures are managed
by Air Arabia Group and will follow the same low-cost business model.

By adopting cost and operating efficiencies, Air Arabia managed to provide airfares at
comparatively discounted prices in comparison with conventional carriers operating in the same
routes. The strategy has enabled Air Arabia to appeal to a wide group of precise-sensitive
customers.
The leading strengths of Air Arabia include operational efficiencies, first-mover advantage, and a
dynamic and lean management structure.
In terms of risks the expansion of the airline with 3 new hubs can be challenging and if not very
well strategically planned can impact the revenue and the operation.
The fuel price increase on a long term can affect the estimated predictions for profit shares.
Pandemic and the war are the enemies of a business that operates under international laws and
restrictions.

Air Arabia has recovered from pandemic impact with a net profit of $196m in 2021.
(arabianbusiness.com)

https://www.arabianbusiness.com/industries/transport/uaes-air-arabia-seeks-operation-certificate-for-new-armenia-airline
https://www.arabianbusiness.com/industries/transport/467966-uaes-air-arabia-signs-jv-to-launch-new-pakistan-low-cost-airline
https://www.arabianbusiness.com/gcc/uae/air-arabia-reports-196m-profit
https://www.arabianbusiness.com/gcc/uae/air-arabia-reports-196m-profit
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Past stock performances and future projections confronting target price with 2 Stage
DDM
The current AIRARABIA market cap is 7.840B AED .
The company's EPS TTM is 0.15 AED, dividend yield is 5.10%, and P/E is 10.17.

The company reported revenues of (United Arab Dirham) AED1,851 million for the fiscal year
ended December 2020 (FY2020), a decrease of 61.1% over FY2019. The operating loss of the
company was AED180.1 million in FY2020, compared to an operating profit of AED932.6 million in
FY2019. The net loss of the company was AED192.2 million in FY2020, compared to a net profit of
AED990.2 million in FY2019.

Is Air Arabia Overvalued? AIRARABIA's Financials, Ratios, News & More | finbox.com

Air Arabia PJSC - Strategy, SWOT and Corporate Finance Report (marketresearch.com)

Earnings Trend: AIRARABIA's earnings have declined by 13.5% per year over the past 5 years.

Accelerating Growth: AIRARABIA has become profitable in the last year, making the earnings
growth rate difficult to compare to its 5-year average.

Earnings vs Industry: AIRARABIA has become profitable in the last year, making it difficult to
compare its past year earnings growth to the Airlines industry (1.1%).

https://finbox.com/DFM:AIRARABIA
https://www.marketresearch.com/MarketLine-v3883/Air-Arabia-PJSC-Strategy-SWOT-14763829/
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Peer comparison confronting similar indicators (P/E; EV/Sales; EV/EBIT EV/EBITDA)

Performance Summary

Air Arabia's latest twelve months ebitda is 1.174د.إ billion.

Air Arabia's ebitda for fiscal years ending December 2017
to 2021 averaged 1.003د.إ billion.

Air Arabia operated at a median ebitda of 1.02د.إ billion
from fiscal years ending December 2017 to 2021.

Looking back at the last five years, Air Arabia's ebitda
peaked in December 2019 at 1.464د.إ billion.

Air Arabia's ebitda hit its five-year low in December 2020
of 368.5د.إ million.

Air Arabia's ebitda decreased in 2020 ( 368.5د.إ million,
-74.8%) and increased in 2021 ( 1.174د.إ billion, +218.5%).

The company's EBITDA/Sales ratio is relatively high and results in high margins before
depreciation, amortization and taxes. The company returns high margins, thereby supporting
business profitability. The equity is one of the most attractive in the market with regard to earnings
multiple-based valuation. Given the positive cash flows generated by its business, the company's
valuation level is an asset. This company will be of major interest to investors in search of a high
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dividend stock. Growth remains a strong point in this company. In their sales forecast, analysts
sound optimistic with regard to sales prospects.
For the past year, analysts covering the stock have been revising their EPS expectations upwards
in a significant manner. For the past twelve months, EPS forecast has been revised upwards.
Analysts covering this company mostly recommend stock overweighting or purchase.
Historically, the company has been releasing figures that are above expectations.

Air Arabia PJSC is still a bargain right now according to the price multiple model, which compares
the company's price-to-earnings ratio to the industry average. The stock’s ratio of 24.74x is
currently well-below the industry average of 41.77x, meaning that it is trading at a cheaper price
relative to its peers. Another thing to keep in mind is that Air Arabia PJSC’s share price is quite
stable relative to the rest of the market, as indicated by its low beta. This means that if the share
price should move towards its industry peers, a low beta could suggest it is not likely to reach that
level anytime soon, and once it’s there, it may be hard to fall back down into an attractive buying
range again.

Conclusions

Overall, and from a short-term perspective, the company presents an interesting fundamental
situation.

Investors looking for growth in their portfolio may want to consider the prospects of a company
before buying its shares. Although value investors would argue that it’s the intrinsic value relative to
the price that matters the most, a more compelling investment thesis would be high growth
potential at a cheap price.
With profit expected to more than double over the next couple of years, the future seems bright for
Air Arabia PJSC. It looks like higher cash flow is on the cards for the stock, which should feed into
a higher share valuation.
Since AIRARABIA is currently below the industry PE ratio, it may be a great time to accumulate
more of your holdings in the stock. With a positive outlook on the horizon, it seems like this growth
has not yet been fully factored into the share price. However, there are also other factors such as
capital structure to consider, which could explain the current price multiple.

As a potential investor, if you’ve been keeping an eye on AIRARABIA for a while, now might be
the time to make a leap considering its bright future profit outlook isn’t fully reflected in the current
share price yet, and before making any investment decisions, other factors such as the track
record of its management team should be considered in order to make a well-informed
assessment.
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