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A ubiquitous developer building on brand equity to seal 
co-development agreements
In the real estate world, PHD stands out judging by the various projects 
across Egypt reflecting its solid brand equity. Its real estate development portfolio 
features many co-development projects, a trend that has become quite widespread 
in the face of costly land acquisition. Given PHD’s track record of real estate development, 
portrayed by the considerable number of projects under its wing, the firm stands out as the 
developer of choice for land bank owners.

A well-diversified project portfolio
PHD’s development portfolio, which represents EGP1.06 of our total FV, spans West Cairo, East 
Cairo, and the North Coast. In West Cairo, the firm’s 6.2 million sqm of land is spread across 
multiple development projects including Palm Parks, Golf Views, Golf Extension, Woodville, and 
Palm Valley. Palm Parks contributes the most (EGP0.23) relative to its neighboring projects to 
our FV. The firm also develops around 4.5 million sqm in East Cairo, split between many projects 
including Palm Hills Katameya Extension 2, the 500 Feddan Project, and Capital Gardens. The 
500 Feddan Project is the largest East Cairo project contributor (EGP0.33) to our total FV. PHD 
is also the dominant player in the North Coast, developing Hacienda Bay, Hacienda White, and 
Hacienda West on a total land area of 3.7 million sqm. Hacienda Bay is the biggest North Coast 
project contributor (EGP0.27) to our FV.

Market price fails to reflect raw land plots; Buy on FV of EGP3.47/share
Our fundamental sum-of-the-parts FV for PHD is EGP3.47/share. The value is divided among 
development projects (EGP1.06), receivables (EGP1.73), hotels and club (EGP0.11), commercial 
land (EGP0.62), and raw land (EGP1.01). We believe the market is not discounting the firm’s raw 
land plots, whose strategic fate has yet to be determined.

Further NUCA collaboration would be a key catalyst
PHD is currently negotiating the potential signing of a co-development agreement with the 
New Urban Communities Authority (NUCA) on 6,000 feddans in 6th of October City. PHD is also 
negotiating the potential acquisition of two land plots in the North Coast. If these negotiations 
prove fruitful and materialize into contracts, they will definitely be a key catalyst for share price 
performance and will represent a key upside revision of our FV.

Sales momentum to continue in short term, despite signs of systemic risks
We expect EGP5.8 billion in contracted sales in 2016. We believe sales momentum will continue 
over the next two-four quarters, fueled by North Coast sales in 3Q16, the launch of the 500 
Feddan Project in 4Q16, and the launch of Hacienda West in 1H17. We do realize that the market 
has started to show some signs of slowdown, including high supply of projects targeting the 
same client segments, upper and upper-middle income groups, across the east and west of 
Cairo and in the North Coast. Furthermore, secondary market sales have shown significant 
signs of slowdown, and are threatened by the extended payment plans offered by developers. 
That said, we believe that macroeconomic factors will render real estate investment one of 
the top choices, specifically given the scarcity of foreign currency, high inflation, and diluted 
confidence in banking sector savings.

Lack of client-segment diversification a potential threat
The risk associated with PHD lies in its perpetual focus on catering to the high-income segment, 
a segment we believe is targeted by the majority of current and upcoming projects.
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Figure 1| Projected contracted sales in EGP billions

Source: PHD Earnings Release, Pharos Research

Value Is in Diversity
Palm Hills Developments

The 500 Feddan Project is a key value driver among 
development projects

At the end of 2015, PHD signed a co-development agreement with 
NUCA. According to the agreement, PHD is to develop a 2.1 million 
sqm integrated community located in East Cairo in close proximity 
to the New Administrative Capital. NUCA will contribute the land 
and provide external infrastructure, while PHD will develop the 
project. PHD will be entitled to 71.6% of revenue, and NUCA will 
receive 28.4% of revenue in addition to an in-kind payment of 0.2 
million sqm. The project is expected to be launched at the end of 
2016. Featuring a variety of unit types, the project’s sellable BUA 
stands at 1.3 million sqm. In our model, we set standalone land 
prices and BUA prices currently at EGP8,900/sqm and EGP5,500/
sqm, respectively, which grow at a 10% inflation rate annually. 
We set apartment land prices and BUA prices at EGP4,000/sqm 
and EGP9,500/sqm, respectively, which similarly escalate by 
10% annually. Costs across all residential projects are expected 
to increase by 5% annually, except for the initial 10% increase in 
construction costs and infrastructure costs in the first year due to 
the exposure of building materials to the imminent devaluation of 
the EGP against the USD and the implementation of the VAT. SG&A 
expenses are extrapolated from historical figures and are assumed 
to be 12.5% of revenue. We assume that the project will be sold over 
the course of ten years, starting in 2017, given that the expected 
launch date at the end of 2016 would only generate pre-sales, with 
subsequent contracted sales commencing in 2017. A seven-year 
installment schedule is used in our model to project the project’s 
cash flow. Our project FV stands at EGP0.33/share, which constitutes 
9.5% of our total FV.

Development projects represent EGP1.06 of FV; 
500 Feddan Project, Hacienda Bay, Hacienda 
West, and Palm Parks contribute the most 

In our model, we value PHD’s other development projects in a 
similar fashion to our valuation of the 500 Feddan Project, on a DCF 
basis. Land prices (averaging around EGP9,000/sqm) and BUA prices 
(averaging roughly EGP9,500/sqm) grow by 10% annually, and the 
majority of projects follow a six-year installment schedule, which 
spells out the cash flows we discount using a discount rate of 20%.

Figure 2| 500 Feddan Project is the highest value driver among 

projects

Source: Pharos Research

Figure 3| Development projects in North Coast contribute the most of 

the three locations to our development projects FV 

Source: Pharos Research
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Value Is in Diversity
Palm Hills Developments

Solid recurring revenue sourced from hotels and Palm 
October Club; generate EGP0.11 in FV

PHD owns three hotels through its subsidiaries. In our model, we 
use an occupancy rate of 75% for the 6th of October hotel and an 
occupancy rate of 68% for the Ismailia hotel. We use a relatively lower 
occupancy rate of 30% for the Sharm El Sheikh hotel, which has 
been feeling the brunt of the current state of the tourism industry in 
Egypt. Our terminal value is based on a long-term growth rate of 2%. 
The company’s Palm October Club contributes EGP0.09/share to our 
total FV. We conservatively assume that the company will sell 3,120 
memberships over the course of eight years to PHD residents who 
pay the membership price tag of EGP100,000, which increases, in our 
model, by 5% every three years. These new memberships, in addition to 
the 2,200 memberships sold prior to our forecast horizon, are assumed 
to bring in EGP4,500/membership in annual fees, which increase, in our 
model, by 3% every three years.

FV boosted by unutilized land adding EGP1.63 to FV

Given the absence of strategic plans for the current commercial 
land bank, we simply value the land on a NAV basis. The firm has 0.1 
million sqm of commercial land area in West Cairo (excluding Palm 
October Club), 0.5 million sqm of commercial land area in East Cairo, 
and 0.1 million sqm of commercial land area in the North Coast. We 
conservatively value the commercial area in West Cairo, East Cairo, 
and the North Coast using respective prices/sqm of roughly EGP2,700, 
EGP2,275, and EGP1,600. Also conservatively valued are the firm’s raw 
land plots in Botanica, Sahl Hasheesh, Galala, and Saudi Arabia. We 
assign a price of EGP225/sqm for the 7.1 million sqm Botanica land plot, 
EGP200/sqm for the 5.0 million sqm Saudi Arabian land plot, EGP450/
sqm for the 0.1 million sqm Sahl Hasheesh land plot, and EGP405/sqm 
for the 0.5 million sqm Galala land plot. Our conservative approach is 
sought because the manner in which these land plots will be monetized 
is virtually unknown.

Installments from past sales a major cash inflow 
and value contributor 

As of end June 30, 2016, PHD’s receivables stood at EGP9.0 billion. 
As per management guidance, these receivables are expected to be 
paid to the company over the coming eight years. However, out of 
conservatism, we assume an impairment loss of 25% annually. It is 
notable that management has recently decided to monetize around 
EGP2.5 billion of its receivables over two to three years in an effort to 
free up some liquidity that may be used for construction spending and 
debt payment. 

Reiterate: market price fails to reflect raw land plots

The stock’s current market price of EGP2.41/share seems to disregard 
the value of PHD’s raw land. The company’s raw land contributes 
EGP1.01/share to our FV.

Figure 4| Projected receivables in EGP billions

Source: PHD Financials, Pharos Research
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Valuation Breakdown Value (EGP) FV/Share (EGP) Percentage of FV

Development Projects            2,440,890,407                    1.06 30.4%

Hospitality                  36,231,578                    0.02 0.5%

Palm October Club                217,529,888                    0.09 2.7%

Commercial Land            1,435,881,450                    0.62 17.9%

Raw Land            2,337,712,958                    1.01 29.2%

Receivables            3,994,146,367                    1.73 49.8%

Net Cash          (2,443,409,552)                 (1.06) -30.5%

Total            8,018,983,095                    3.47 100.0%
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This Report is compiled and furnished solely for informative purposes to be considered by the intended recipients who have the knowledge to 
assess the information contained herein. Pharos Research (‘Pharos’) makes no representation or warranty, whether expressed or im¬plied, as 
to the accuracy and/or completeness of the information contained herein or any other information that may be based on the data/ informa-
tion enclosed. Furthermore, Pharos hereby disclaims any and all liabilities of any nature relating to or resulting from the use of the contents of 
this Report. This Report shall not be approached as an investment solicitation nor shall it be considered as legal or tax advises. Pharos highly 
recommends that those viewing this Report seek the advice of professional consultants. None of the materials provided in this Report may 
be used, reproduced or transmitted, in any form or by any means, electronic or mechanical, including recording or the use of any information 
storage and retrieval system, without written permission from Pharos.
 
This report was prepared, approved, published and distributed by Pharos Securities Brokerage company located outside of the United States 
(a “non-US Group Company”). This report is distributed in the U.S. by LXM LLP USA, a U.S. registered broker dealer, on behalf of Pharos Securi-
ties Brokerage only to major U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange 
Act”)) pursuant to the exemption in Rule 15a-6 and any transaction effected by a U.S. customer in the securities de¬scribed in this report must 
be effected through LXM LLP USA. 
 
Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry 
Reg¬ulatory Authority, Inc. (“FINRA”) or other regulatory requirements pertaining to research reports or research analysts. No non-US Group 
Company is registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any 
other U.S. self-regulatory organization. 

Analyst Certification. Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual 
analyses, that (1) the views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) 
no part of his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views ex¬pressed in 
this report. Please bear in mind that (i) Pharos Securities Brokerage is the employer of the research analyst(s) responsible for the content of 
this report and (ii) research analysts preparing this report are resident outside the United States and are not associated per¬sons of any US 
regulated broker-dealer and that therefore the analyst(s) is/are not subject to supervision by a US broker-dealer, and are not required to satisfy 
the regulatory licensing requirements of FINRA or required to otherwise comply with US rules or regulations regard¬ing, among other things, 
communications with a subject company, public appearances and trading securities held by a research analyst account. 
Important US Regulatory Disclosures on Subject Companies. This material was produced by Analysis Pharos Securities Brokerage solely for 
information purposes and for the use of the recipient. It is not to be reproduced under any circumstances and is not to be copied or made 
available to any person other than the recipient. It is distributed in the United States of America by LXM LLP USA and elsewhere in the world 
by Pharos Securities Brokerage or an authorized affiliate of Pharos Securities Brokerage. This document does not constitute an offer of, or an 
invitation by or on behalf of Pharos Securities Brokerage or its affiliates or any other company to any person, to buy or sell any security. The 
information contained herein has been obtained from published information and other sources, which Pharos Securities Brokerage or its 
Affiliates consider to be reliable. None of   Pharos Securities Brokerage accepts any liability or responsibility whatsoever for the accuracy or 
completeness of any such information. All estimates, expressions of opinion and other subjective judgments contained herein are made as of 
the date of this document. Emerging securities markets may be subject to risks significantly higher than more estab¬lished markets. In par-
ticular, the political and economic environment, company practices and market prices and volumes may be subject to significant variations. 
The ability to assess such risks may also be limited due to significantly lower information quantity and quality. By accepting this document, 
you agree to be bound by all the foregoing provisions.

 LXM LLP USA assumes responsibility for the research reports content in regards to research distributed in the U.S.  LXM LLP USA or its affiliates 
has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not received compensation 
for investment banking services from the subject company in the past 12 months, does not expect to receive and does not intend to seek com-
pensation for investment banking services from the subject company in the next 3 months.  LXM LLP USA has never owned any class of equity 
securities of the subject company. There are not any other actual, material conflicts of interest of LXM LLP USA at the time of the publication of 
this research report.  As of the publication of this report LXM LLP USA, does not make a market in the sub¬ject securities.
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