QFLS Alert - 1Q2020 Miss Driven by lower Volumes; Maintain Market Perform

« WOQOD posted 1QQ2019 net income of QR226mn, down 31% YoY and 34% QoQ, below our net
income estimate of QR270mn (variance: 16%). EPS amounted to QR0.23 in 1Q2020 as compared to
QR0.33in 1Q2019.

» Gross profit was below our estimate, which is attributable to lower than expected sales volumes:
The company recorded QR202.1mn gross profits in 1Q2020 with a 35.5% decline YoY, below our
QR247.3mn forecast (variation: -18.3%). Gross margin also fell to 4.1% in 1Q2020 from 6.1% in
1Q2019. Jet fuel sales fell by 6.4% YoY as the company is experiencing lower demand from its
major client, Qatar Airways, as flights are reduced because of Coronavirus-related counter
measures. The company also stated that completion of many projects that consume fuel had
brought in a pro rata decrease in the overall fuel demand; accordingly, diesel and super gasoline
sales fell by 8.0% and 7.4%, respectively. On the positive side, WOQOD’s retail non-fuel revenue
and fuel retail sales increased by 5.8% and 3.5%, respectively, compared to 1Q2019 due to the
opening of new stations and higher footfall in C-stores. HFO off take increased by 39.5% driven by
market demand, while LPG and natural gas sales were higher by 3.1% and 22.8%, respectively,
driven by market demand.

 On the positive side, G&A was lower than our estimate, which partially mitigated lower gross
profits. QFLS recorded QR87.0mn in 1Q2020 G&A, which is below our QR94.8mn estimate
(variation: -8.2%).

* Other income was slightly better than expected as well. QFLS recorded QR120.7mn in 1Q2020
other income, which is slightly above our QR112.4mn estimate (variation: 7.4%).

 We will be revising our estimates and TP once we have a clearer understanding on QFLS’ sales
volumes. In the medium- to long-term, Qatar Airways Group’s planned expansion is likely to be the
foremost long-term driver for Woqod’s bottom line growth. Concurrently, the company’s ongoing
expansion of its retail fuel station network should support its fuel and non-fuel revenue growth
gradually.
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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
Saugata Sarkar, CFA, CAIA Shahan Keushgerian Zaid Al Nafoosi, CMT, CFTe
Head of Research Senior Research Analyst Senior Research Analyst
+974 4476 6534 +974 4476 6509 +974 4476 6535
saugata.sarkar@qnbfs.com.ga shahan.keushgerian@qgnbfs.com.ga zaid.alnafoosi@qnbfs.com.ga

Mehmet Aksoy, PhD

Senior Research Analyst

+974 4476 6589
mehmet.aksoy@qnbfs.com.ga

DISCLAIMER: This publication has been prepared by QNB Financial Services Co. WLL (“QNBFS”) a wholly-owned subsidiary of Qatar National Bank Q.P.S.C (“QNB”). QNBFS is regulated
by the Qatar Financial Markets Authority and the Qatar Exchange; QNB is regulated by the Qatar Central Bank. This publication expresses the views and opinions of QNBFS at a given
time only. It is not an offer, promotion or recommendation to buy or sell securities or other investments, nor is it intended to constitute legal, tax, accounting, or financial advice. We
therefore strongly advise potential investors to seek independent professional advice before making any investment decision. Although the information in this report has been
obtained from sources that QNBFS believes to be reliable, we have not independently verified such information and it may not be accurate or complete. While this publication has
been prepared with the utmost degree of care by our analysts, QNBFS does not make any representations or warranties as to the accuracy and completeness of the information it may
contain, and declines any liability in that respect. QNBFS reserves the right to amend the views and opinions expressed in this publication at any time. It may also express viewpoints or
make investment decisions that differ significantly from, or even contradict, the views and opinions included in this report.

COPYRIGHT: No part of this document may be reproduced without the explicit written permission of QNBFS.

QNB

FINANCIAL SERVICES



