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Speakers from Mabanee’s Executive
Management:

Tareq Abdulwahab AlAdsani, Deputy CEO
Abhishek Rastogi, CFO

Moderator:
Sara Botros, CI Capital Research
Nora Zehery, Acting Investor Relations Manager

Introduction:

Sara Boutros

Hello everyone, this is Sara Boutros from CI Capital
Research Team. We are happy to be hosting today
Mabanee’s 3Q23 results conference call. As usual,
we will start off with a presentation by the
management team, and then we'll open the floor
for questions.

Nora Zehery
Thank you, Sara, and good afternoon everyone,

and thank you for joining our call, where we will
discuss Mabanee's 3Q23 results. My name is Nora
Zehery, and I am the Acting Investor Relations
Manager and I'm joined today with Deputy CEO,
Mr. Tareq AlAdsani and Mr. Abhishek Rastogi, our
Chief Financial Officer. I would like to remind you
that today's discussion will have forward-looking
statements based on the company's expectations,
predictions, and estimates. They are not a
guarantee of our future performance,
achievement, or results. I would also like to refer
you to our full disclaimer on page two of this
presentation. Please note that the accompanying
presentation, as well as supplemental financial
information will be available on our website at
www.mabanee.com under the ‘Investor Relations’
section. I will now hand over the call to our Deputy
CEO, Mr. Tareq AlAdsani.

Tareq AlAdsani
Hello, everyone. Good afternoon. Thank you for

joining today and thank you for the interest in
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http://www.mabanee.com/

Mabanee. Another exciting quarter. Highlights of
our financial results published a few days ago
demonstrate a good increase in revenue and net
profit. The main difference of not having the same
effect on our bottom line comes mainly from the
increase in land rent and the high interest rate
environment that we live in. However, we still
yielded good results that we are proud of and will
continue this strong performance going forward.
Some business highlights which happened during
this quarter, but also the focus on our strategy of
delivering the regional exciting products in areas
that we focus on. And we will also evaluate and
increase our exposure to new asset classes.
Footfall in Kuwait and Bahrain has been good as
we will come to highlight in the coming slides.
Projects under development are progressing. One
of the things that we would like to highlight as our
focus, and part of our strategy is to improve our
ESG initiatives and activity, where this has been
translated to an upgrade of Mabanee’s MSCI rating
from ‘CCC’ to 'BB’. And that is only a translation of
the effort that we are making internally. We will
continue to focus on those aspects and hopefully
see further improvements going forward.

Mabanee has also recently obtained LEED
certification for Building Operations and
Maintenance, for The Avenues Kuwait, which
demonstrates our ongoing efforts. We also recently
announced the acquisition of land that is
approximately 10,000 sgm valued at BHD 6 million
and located a few meters away from Phase Two of
The Avenues — Bahrain (west expansion). There
are a couple of programs that we are studying, and
mainly in the arena of either office space,
residential or hospitality, still under discussion and
study. We will unveil more information when we
have a clearer vision. The acquisition was mainly
focused to have a natural expansion to our project
in Bahrain. Recently as well we received approval
from our Board of Directors to increase our stake
in Shomoul, which holds all our Saudi operations
(Khobar and Riyadh). The increase would be from
60% that we sit on currently, to go towards 80%.
It's not a transaction of buy and sell. It is more of
a dilution of the current shareholders.
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The Avenues — Kuwait

Occupancy slightly went down mainly because of
change of tenancy, not something that we are
worried about though. As a matter of fact, in the
subsequent months we are back at 96%. This will
have a minor effect in the short term, but in the
medium term it would improve our revenue by re-
tenanting this space. Footfall has been improving
since COVID, consistently quarter by quarter and
increased by 58% in Q3 as compared with Q2 in
2023.

Hilton Garden Inn - Kuwait

Both hospitality outlets that we have performed
well. Today, we see an occupancy of 42%, which
has grown from last year and we anticipate seeing
steady growth going forward.

Waldorf Astoria Kuwait

Occupancy has improved from last quarter and last
year. Today our occupancy stands at 38%. Again,
Waldorf Astoria has a lower number of rooms, but
in terms of financials, it is a larger outlet since
Hilton Garden Inn is a 4-star, while Waldorf Astoria
is a 5-star. The OPEX and the revenue are of a
different scale. We continue to anticipate
improvement going forward.

Aventura (33

Aventura (J3) is a project that we are very excited
about. It is a ‘PPP’ project with 276 residential units
and a mall with a GLA of 107,000. In terms of
construction the residential part is already taking
shape, and percentage of completion sits around
63%. The mall is gaining momentum. Overall
construction progress is 22.7% while it stands at
63% for residential buildings and we anticipate
completing this project by mid-2026. Leasing
demand has been optimistic. We have secured the
anchor tenants, including the supermarket and a
few other anchors. Overall, we see a good demand.
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Souk Sabah (S3)

Souk Sabah sits in the Southern part of Kuwait, in
the middle of a new residential area called Sabah
Al Ahmad. It's the same type as 13, where it is a
‘PPP’ project. Currently we are in the final stages of
obtaining the permits. We believe this should be
obtained within the coming weeks and that
construction will start towards the end of this year,
or at the latest at the beginning of next year. This
is a smaller project as we can see in the numbers
and should take us less time to penetrate and
complete. We believe there will be good demand
from tenants, as the area is gaining so much
population, with not many services or offerings in
the surrounding vicinity.

The Avenues — Bahrain

Bahrain has seen a steady growth in the past few
years since Covid. Footfall is increasing steadily
where the third quarter of 2023 witnessed an
increase of 52% as compared with the second
quarter of 2023. Occupancy is at 98% and we are
gaining momentum to be the number one footfall
outlet in Bahrain. I believe that would only happen
once we complete phase two (west expansion).

The Avenues — Bahrain West Expansion

The expansion’s construction is taking shape very
nicely where the contractor is moving fast. Even
though the construction progress sits at 42.4%, we
believe this development should be completed by
mid-next year. The phase II of Bahrain adds
another 42,000sgm of GLA, which will double the
current operating GLA.

Hilton Garden Inn - Bahrain

The hotel has seen a great occupancy and a great
operation from the start. Occupancy as you can see
sits around 65% and has been stabilizing at this
level. We are currently working on improving OPEX
to increase the bottom line. It has a great location
overlooking the Bahrain Bay, opposite to The Four
Seasons hotel and attached to The Avenues
Bahrain (phase one).
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The Avenues — Riyadh

Our currently largest project, where we have
progressed in both construction progress and
leasing activity. As for the progress of construction,
it is around 28% so far. We anticipate completion
of the project by Q2 2026; The opening can be in
that horizon, maybe few months after that. As for
leasing, we have seen good demand. We have
progressed very well with the main operators, and
we believe we would have a strong occupancy level
at the time of opening.

The Avenues — Khobar

As for Khobar, currently the land has been
excavated and design completed, and we are
awaiting final approval from the municipality. We
have signed with the contractor, as we have
announced in the previous quarter. The
groundbreaking ceremony will happen in mid-
December which will be the official kick-start of the
construction. The expected competition is by the
end of 2026.

Nora Zehery: Thank you Mr. Tareq. We will now
move on to our financial performance, which will
be given out by our CFO, Mr. Abhishek Rastogi.

Abhishek Rastogi: Thank you, Nora. Good
afternoon, everyone, and thank you all for being
part of this call. I am delighted to present a
comprehensive overview of the group's
accomplishments and results.

Despite a challenging year, the Group has delivered
strong results building on the momentum of
operationally stable performance at The Avenues
Kuwait where there are ongoing efforts to fine-tune
the right GLA mix, contract price uplifts, etc., partly
supporting our top-line growth, complemented by
increased hospitality revenue from rooms and F&B.

During the nine-month period of 2023, profits have
increased by 5.22% to reach KD 47.61mn,
showcasing a strong performance from our
operations combined with a robust cash
management mechanism resulting in an upward
trend on the EBITDA which saw a rise of 11.15%
to KD 68.79mn during the same period last year.
This growth temporarily mitigates the impact of the
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increase in the land lease price of The Avenues,
Kuwait.

Our net profit margins have decreased during the
nine months of 2023 compared to the same period
last year, which is due to new asset addition in our
portfolio of investments, Waldorf Astoria Hotel,
where we expect the hotels to pick up performance
in the coming periods.

The group’s average return on equity and assets
has seen a downward trend in the nine months of
2023 in comparison to the same period last year.
This is in line with the Group’s emphasis on
continuous spending on asset creation, expansion,
and higher retention of profits within the business,
exposure to FX, etc., which is in line with our
expectations.

Year over year, the overall top-line performance
has increased by 11.34% to KD 91.96mn, primarily
driven by the operational success at The Avenues
Kuwait and achieving a stable market share with
strong ADRs in a sector where demand is limited.
The operating margins are seeing a downward
trend, and we are in a period of realignment to
revised margins due to the costs of operations of
Waldorf Astoria and the recent price escalation of
The Avenues land lease.

The Avenues Kuwait reported resilient results in the
current period of nine months compared to the
same period last year. The Avenues Kuwait's
overall operating margins have reduced due to the
increase in the land lease price while this is
balanced with the growth in core revenue which
reflects on our efforts to have stable occupancy,
diversify the tenant mix and boost the associated
revenues.

The operating expenses of The Avenues Kuwait
have increased by 7.69% during the current period
of nine months compared to the same period last
year, while maintaining steady operating margins
staying in the range of 80% Y-O-Y.

The top line performance of the hospitality
business surged to KD 11.22mn in comparison to
the same period last year. This notable growth is
on account of better ADR and RevPAR driven by
improved performance of Waldorf Astoria Hotel,
Kuwait, contributing to additional room and F&B
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business on top of Hilton Garden Inn Kuwait's
performance.

We hold a positive outlook for the upcoming
performance of the hotels, where we expect an
increase in the momentum as we gain more
traction through higher demands and customer
confidence.

The Group’s total borrowing in Kuwait has
decreased by 17.18% to KD 286mn compared to
our positions at the end of same period last year
while the position at the Group level has effectively
increased with the additional funds drawn for our
Riyadh project.

The interest on loans recorded in the P&L has
increased y-o-y due to the escalation in the
discount rates and we have ceased capitalizing the
borrowing costs for our recently completed project
in Kuwait.

Our landmark project in KSA, the Group intends to
continue investing in expansion and asset
development, while maintaining an optimistic
outlook on our financial outcomes for the upcoming
periods.

Nora Zehery: Thank you Mr. Abhishek. Ladies
and gentlemen, we will now move on to the Q&A
portion of our call. Kindly, submit your questions,
if you have not already.

Thomas Matthew: Can you provide some
numbers around how much combined equity
funding you will deploy from both your cash
flows and cash balances for your Saudi
projects now that you have increased your
stake in Shomoul to 80%? In addition, what
is the revised shareholding of Shomoul and
can you provide some guidance on phasing
between malls and other components for
Riyadh and Khobar.
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Tareq AlAdsani: So again, as for CAPEX spending
and funding our equity portion in Saudi, today, we
hold a cash position of around SAR1bn. Our equity
covered so far is 30%, already injected into the
project. The rest has to be deployed over the next
2-3 years. We believe that this can be funded in a
comfortable manner from our cash flow, that we
continue from our current operating business, and
by increasing our financing of the mother
company. As for ownership, as we said, we have
80% with two other shareholders. With regards to
the phasing of construction, for The Avenues -
Riyadh, the mall will be the first component to be
completed followed by the towers after a year of
the mall completion, whereas The Avenues -
Khobar, will be one project altogether.

Basma Al Ghonaim: Can you share more
details on the 20% increase in Shomoul
Holding? How much was the valuation, and
what was the rationale?

Tareq AlAdsani: It's at par, there is no valuation.
Again, the equity of this project has not been
injected. It is being injected as we progress. Hence
there is no buying and selling. It is more of a
dilution to the current structure.

Abdelmalik Alrajhi: Is the increase in
Mabanee’s ownership in Shomoul linked to
any cost overruns that couldn't be met by
other investors. Is the estimated project cost
still intact, and what drove the decision?

Tareq AlAdsani: There is nothing related to that.
It's a change of appetite. It's an agreement
between the shareholders and something that was
agreed at in the past months.

Nicholas Robinson: Regarding The Avenues
— Riyadh, the timeline has been pushed a
couple of times. Have there been any
complications?

Tareq AlAdsani: There is no complication, these
are usual delays which include the construction
environment in KSA, improvements that we made
to the design, as well as a few requests by major
tenants.
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Basma Al Ghonaim: Can you give indication
on lease rates for The Avenues - Riyadh?

Tareq AlAdsani: It's too early to judge. There's
good discussion. We haven't locked in prices yet,
but the indication by third party studies, and our
feedback from our leasing team and our market
intelligence in Saudi, we will be able to achieve our
assumptions in the studies.

Nora Zehery: All right. So that concludes our
Q&A section for the call. We would like to thank
you all for today. And please, if you should have
any further question do not hesitate to contact us
via phone or email us at
investorsrelations@mabanee.com.

Thank you very much.
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