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 VFQS capital reduction initiative (originally announced Feb. 26), goes into effect; no changes to our 
estimates, rating or price target. The shares were suspended as per regulatory requirements on 
Thursday November 15 as the capital reduction went into effect and will resume trading on Sunday 
November 18. 

 The capital reduction is a non-cash balance sheet accounting adjustment that takes place in the 
“total equity” section:  VFQS has reduced its share capital from QR8.454bn to QR4.227bn by halving 
the par value of its shares from QR10 to QR5. This has been offset by extinguishing accumulated 
losses, which stood at QR3.952bn as of September 2018; these accumulated losses were largely 
driven by previous amortization charges. After the change, VFQS has a positive retained earnings 
of QR274.6mn as of September 2018. Total equity remains unchanged at QR4.550bn. The 
transaction has no impact on the value or the number of the shares held by shareholders or on 
VFQS’ cash position or financial liquidity. The transaction does clean up the balance sheet. 

 Recent moves have been positive but valuation remains high. We continue to like the company’s 
momentum in postpaid (3Q2018 revenue up 36% YoY driven by subs increasing 24% and ARPU 
growing 8%) fueled by traction in Flex, Red and enterprise plans. With majority control moving to 
Qatar Foundation (50% owner), we expect traction in the postpaid segment to continue, along with 
a renewed push into fixed-line services. Moreover, we continue to forecast resumption in dividends 
in 2018 after an almost 4-year hiatus; indeed our 2018 DPS forecast of QR0.10 a share could prove to 
be conservative. Despite these positive moves, profitability metrics remain subdued with ROIC to 
remain below WACC until at least CY2023. VFQS trades at 9.9x and 8.2x CY2019 and CY2020 
EV/EBITDA, respectively, which is significantly more expensive than its regional peers.  

 No change to our estimates, rating or price target; we continue to rate VFQS a Market Perform with 
a PT of QR8.50.  
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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. 
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