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A Quarter to Forget?
Overweight and 12M PT maintained

Dina Abdelbadie Despite revenue growth, margins weighed on bottom line:

Equity Analyst Elsewedy Electric's [SWDY] Q3 2021 revenues increased by 31% y/y

T +202 3300 5716 to EGP14.9bn (+8% qg/q), driven by an increase in the wires & cables

) ) segment. However, consolidated net income after minorities slipped

dabdelbadie@egy.primegroup.org 14% y/y to EGP704mn (-21% g/q) on a drop in GPM to 11.5%
(-6.1pp y/y, 3pp q/q9) which came in 4pp below our expectations.
While we were initially expecting a y/y slippage in net earnings in
Q3 2021, earnings still came 9% short of our expectations. Generally
speaking, profitability was primarily dented by the narrower margin
of the wires & cables segment.

SWDY segmental performance was a mixed bag in Q3 2021:

T Lolume n 000 shares (Lef) *  Wires & Cables: The largest revenue contributor (50% in Q3
50,000 EGX30 rebased S00% 2021), wires & cables revenues jumped 57% y/y to EGP7.4bn,
driven mainly by higher prices as volumes grew 1.2% annually
(-2% q/q). The segment contributed around 75% of total

200% revenue growth in Q3 2021. However, GPM slumped

considerably y/y to 8.5% in Q3 2021 vs. 14.3% in Q3 2020 and

80,000
250%

70,000

60,000

o o 11.7% in Q2 2021.
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30,000 ¢ Turnkey: The second largest revenue contributor (42% in Q3
20000 | 4 o] % 2021, 20% contribution to total revenue growth), turnkey
p 0% revenues increased 14% y/y to EGP5.9bn. However, gross profit

10,000
) | o went down in absolute and relative terms (-EGP137mn y-y and

Nov-16  Nov-17 Nov-18 Nov-19  Nov-20  Nov-21 -16.2% y/y, respectively). GPM weakened to 12% in Q3 2021
compared to 16% a year before due a change in projects mix.
Meanwhile, backlog grew notably to EGP57bn (+17.5%) in Q3
2021 vs. EGP49.7bn in Q2 2021.

Source: Blloomberg.

*  Transformers: Despite its small contribution to revenues (4% in

KEY STOCK STATISTICS Q3 2021, 5% contribution to total revenue growth),

Shares outstanding (mn) 2,184 transformers revenues increased 36% y/y to EGP628mn.

Free float 31.6% However, gross profit decreased 21.5% y/y to EGP91mn in Q3
Market Cap (EGPmn) 18,258 2021, leading GPM to narrow to 14.4% vs. 24.9% a year before.
Market Cap (USDmn) 1,163 Meanwhile, backlog increased to USD133mn in Q3 2021 (up
52w range 10.65-6.71 from USD88mn in Q2 2021). We note that SWDY started to
EGP100 invested 5y ago 151 consolidate its two recent acquisitions of Indonesia's CG Power
TTM EPS 1.64 System and Pakistan’s Valdius Engineering Ltd. in Q3 2021.
TTM P/E 5.1x « Electric Products: Despite its small contribution to revenues
2021 EPS 1.23 (only 2% in Q3 2021, 5% contribution to total revenue growth),
2021 P/E 6.8x electric products revenues almost doubled y/y to EGP336mn.
2027e EV/EBITDA 5.9x Boasting the highest margin across all segments, electric

Last fiscal year's DPS EGP0.40 products recorded a gross profit margin of 32%, albeit lower
Dividend yield 5% than the 42% recorded in Q2 2020.

5Y beta 0.73

4Y Proj. EPS CAGR 7%
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* Meters: The segment continued to underperform this quarter,
with revenues falling 31% y/y to only EGP471mn (-1% g/q) on
lower volume and prices. Gross profit decreased 33% y/y, hence
gross profit margin came in at 25.7% in Q3 2021 vs. 26.6% a year
before. Meanwhile, backlog increased to EUR110mn in Q3 2021
vs. EUR98mn in Q2 2021.

* Renewables: The smallest segment (less than 1% of revenues in
Q3 2021), renewables revenues decreased by 11% y/y to
EGP92mn in Q3 2021, yet GPM increased significantly to 50% vs.
42% in Q2 2021.

Overweight and 12M PT maintained: SWDY is now trading at a
TTM P/E of 5.1x and EV/EBITDA of 4.2x, with a TTM ROE of 20%. We
will update our financial model to reflect 9M 2021 results, with full-
year 2021 results expected to exceed our initial estimates published
in December 2020. Until then, we maintain our rating as Overweight
with the same 12-month price target of EGP12.7/share. That said,
we note that the company’s management expects a stronger Q4
2021.

Results in Charts

SWDY's Quarterly Revenue Breakdown
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SWDY's Quarterly Turnkey Breakdown
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Source: Company reports, Prime Research.
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Results in Charts (cont.'d)

SWDY's Quarterly Turnkey Backlog (EGPbn)
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Source: Company reports, Prime Research.
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Disclaimer

Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users
whether they received them directly or through any research pool and other specialized websites. The report is published for information purposes only
and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. Unless specifically stated otherwise, all
price information is only considered as indicator. No express or implied representation or guarantee is provided with respect to completeness, accuracy
or reliability of information included in this report. Past performance is not necessarily an indication of future results. Fluctuation of foreign currency
rates of exchange may adversely affect the value, price, or income of any products mentioned in this report. Information included in this report should
not be regarded by report users as a substitute for the exercise of their own due diligence and analysis based on own assessment and judgment criteria.
Any opinions given are subject to change without notice and may significantly differ or be contrary to opinions expressed by other Prime business areas
as a result of using different assumptions and criteria. Prime Group is under no obligation responsible to update or keep current the information
contained herein. Prime Group, its directors, officers, employees or clients may have or have had interests or long or short positions in the securities
and/or currencies referred to herein, and may at any time make purchases and/or sales in them as principal or agent. Prime Group, its related entities,
directors, employees, and agents accept no liability whatsoever for any loss or damage of any kind arising from the use of all or part of these information
included in this report whether it is received directly or through research pools and other specialized websites. Certain laws and regulations impose
liabilities which cannot be disclaimed. This disclaimer shall, in no way, constitute a waiver or limitation of any rights a person may have under such laws
and/or regulations. Furthermore, Prime Group or any of the group companies may have or have had a relationship with or may provide or have
provided other services, within its objectives to the relevant companies.

Copyrights © 2021, Prime Group, ALL RIGHTS RESERVED. You are hereby notified that distribution and copying of this document is strictly prohibited
without the prior approval of Prime Group.
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