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1.0 COMPANY OVERVIEW 
 
Arab Real Estate Development Company ("ARED" or the "Company") is a public shareholding company 
established in September 1995 with a paid up capital of JOD3.67 million. Until the beginning of 2007, 
ARED specialized in trading in land, in addition to investing in capital markets. In 2006, ownership of 
ARED changed hands and the Company's capital was raised to JOD20 million. In line with the new 
owners' vision, the Company commenced a restructuring plan that entailed a change in the management 
team and business direction.  
 
The table below lists the new members of the board. 
 

Board of Directors 

Name  Nationality Shareholder Position 

Haitham Khaled Al-Dahleh Jordanian Chairman 
Jamal Ahmad Abdel-Hamid Jordanian Vice Chairman 
Mohammad Abdullah Al-Sari Emirati Member 
Imad Abdulhadi Jordanian Member 
Jamal Naji Hamshari Jordanian Member 
Salman Abdelkarim Al- Abassi Jordanian Member 
Mohammad Khaled Al- Dahleh Jordanian Member 
Naser Taisir Al-Nabulsi Jordanian Member 
Raja’ai Jeryes Al- Gousous Jordanian Member 
Hatem Mahmoud Shahid Jordanian Member 
Elias Antoin Al- Bahoo Jordanian Member 
Osama Helmi Murad Shahid Jordanian Member 

 
The new owners of ARED introduced their own vision to the Company, and from the beginning of 2007 
the wheels have been in motion to redirect the Company's focus from its legacy business. ARED's five-
year strategy, put in place by the new management, works towards downsizing the Company's trading 
portfolio, in addition to its portfolio of land that had been bought for trading purposes. The new strategy 
dictates the need for a valid business purpose for any plot of land that is to be retained. In line with this, 
management has set a detailed plan to liquidate the majority of its current holdings included under its 
trading portfolio, available-for-sale portfolio and land portfolio.   
 
Amongst its objectives, ARED seeks to expand its investment reach by penetrating a mix of local and 
regional economic sectors through establishing ventures with strategic partners.  For that purpose, ARED 
has established and invested in a number of new subsidiaries and affiliates, and concluded agreements to 
develop an array of real estate projects. The Company's new ventures range from residential buildings, 
business parks, commercial centers, a brokerage company, in addition to investments in the educational 
sector as well as residential projects in Dubai.  
 
ARED managed to attract a number of strategic partners, most significant of which is the Gulf General 
Investment Company (GGICO) which currently holds a 28.6% stake in ARED.  
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Ownership Structure 
 
Arab institutional investors had a significant stake in ARED's capital as evident from the graphs below. 
The lower graph also depicts those investors with more than a 5% stake. 
 
 
 

Ownership Structure 

 Investor Category 

 Investor Nationality 
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Subsidiaries and Affiliates 

Company Value ARED's share % 
Osool Investment and Financial Services 11,388,423 100% 
Al- Munsha'at Company 24,000 80% 

Amlak Company 65,000 65% 

Al- Inwan for Real Estate Development 15,000 100% 
Continental Real Estate Development 15,000 100% 
Total Subsidiaries 11,507,423   
Mayadin for Investments 60,000 30% 
Eqarat.com  204,167 25% 
Total Affiliates 264,167   

 
During 2006, ARED’s investments in subsidiaries and affiliates increased substantially. Investments in 
affiliates were valued at JOD3.75 million, which represents its investment in Offtec Investment Group 
(BDIN).  As of September 2007 this amount dropped to JOD264 thousand due to the reclassification of 
Offtec Investment Group as an available-for-sale investment following its capital increase, which pushed 
down ARED’s stake in the company to 6.36%. The September balance comprises a JOD204 thousand 
investment in Eqarat.com and JOD60 thousand in Mayadin for Investments.  
 
Furthermore, ARED recently established a new company, Abraaj, to manage its investment in Dubai 
Marina Tower. Abraaj has a capital of JOD30 thousand, of which ARED owns 30%. In addition, it recently 
signed agreements to acquire an electromechanical engineering company and set up a new project 
management company.  
 
As for Investments in subsidiaries, by September 2007 this totaled JOD11.39 million. This amount 
represents the value of Osool Investment and Financial Services. Osool was sold soon after by exchanging 
its shares for a 27.71% stake in Aman Securities. 
 
Equity Portfolio 
 
In 2006, ARED built up a sizable equity portfolio which included JOD16.58 million classified as trading 
investments. Of this amount, JOD10.1 million represents Osool’s equity portfolio, while JOD6.5 million 
pertains to ARED's holdings. As part of its restructuring plan, ARED intends to dilute this portfolio so as 
to focus on more fundamentally-sound investments. Accordingly, the trading portfolio shrunk to 
JOD3.59 million by the end of Q3 2007. The investments remaining in the portfolio are collateralized 
against loans. However, the management plans to settle these loans in the first quarter of 2008 from the 
proceeds of a JOD40 million bond issuance, by that facilitating the sale of its remaining equity portfolio. 
The composition of the trading equity portfolio is outlined in the table below.  
 

Composition of Trading Equity Portfolio as of Sept 30, 2007 

  Capital 
Shares Owned by 

ARED Market Value (JOD) 
Taameer Jordan  (TAMR) 212,000,000 873,689 2,219,170 
The Investors and Eastern Arab For Industrial 
and Real Estate Investments (IEAI) 30,000,000 492,105 1,372,973 
United Arab Investors 147,500,000 413 1,041 

Total     3,593,184 
The bulk of ARED’s equity investments are classified as available-for–sale as detailed below. 
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Compostion of AFS Equity Portfolio as of Sept 30, 2007 
   Number of Shares Shares Owned by ARED Market Value (JOD) 

United Arab Investors Co. (UAIC) 147,500,000 7,500,000 18,900,000 
First Jordan Investment Company (FRST) 150,000,000 1,000,000 1,050,000 
Offtec Investment Group (BDIN) 42,000,000 2,669,688 2,963,354 
Choueifat School 10,000,000 726,765 947,680 
Total     23,861,034 

 
As mentioned earlier in the report, Offtec Investment Group (BDIN) was reclassified as an available-for-
sale investment after it had increased its capital to JOD42 million, which in turn lead to cutting ARED’s 
stake in the company to 6.36%.  
 
Real Estate Investments 
 
The total value of real estate investments grew from JOD259 thousand in 2004 to JOD26.99 million at the 
end of September 2007. Initially, the Company bought land for speculative purposes. However, in light of 
efforts to streamline operations, ARED started to sell the plots of land that it does not plan to develop. In 
2006 ARED built up a substantial real estate portfolio worth JOD17.11 million. In the first nine months of 
2007, ARED grew this portfolio further to reach JOD26.49 million, in addition to acquiring a plot of land 
in Qweismeh, classified as a short-term investment. Following is a detailed list of the Company’s land 
portfolio. 
   

Land Portfolio 

Land Prospect of 
Land Dec-06 Governmental 

Fees 
Land 

Purchased 

Change 
in Fair 
Value 

Land 
Sold Sep-07 

A'rjan Pending 237,600         237,600 

A'rjan  Residential 
Building 479,100 115       479,215 

Bala’ama  For Sale 7,636,989 288,919   60,856 6,111,891 1,874,873 
Qaryet Al- 
Zaytooneh  For Sale 186,360     62,120   248,480 

Qaryet Al- 
Zaytooneh  For Sale 215,400     86,160   301,560 

Al- Jiza  For Sale 4,439,304 1,660   589,654 2,669,352 2,361,266 

Al- Quweira  For Sale 614,244     55,840   670,084 
Al Shooneh Al 
Janoobieh  For Sale 1,715,000         1,715,000 

Al-Tneib  Al Tneib 
Project   272,299 7,800,000 -31,495   8,040,804 

Al-Tneib  Al Tneib 
Project   89,630 4,200,000 -89,630   4,200,000 

Um Rummana  Mirage  City   42,900 1,023,540 -128,195   938,245 

Al-Thuheir Commercial 
building    196,310 2,282,150 -110,707   2,367,753 

Ahjar Al 
Nawabilseh 

Commercial 
building   291,990 2,639,400 123,062   3,054,452 

Naser stores For Sale 49,162       49,162 0 

Hamam Sharqee For Sale 1,315,418 15,000   11,308 1,341,726 0 
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Long-Term 
Investments  16,888,577 1,198,823 17,945,090 628,973 10,172,131 26,489,332 

Qweismeh/ 
Naser Stores For Sale 222,933   307,758   26,260 504,431 

Grand Total   17,111,510 1,198,823 18,252,848 628,973 10,198,391 26,993,763 
 
Projects under Construction 
 
The balance of this caption of JOD1.54 million represents the residential building under construction in 
Deir Ghbar, which will comprise of 19 apartments, each ranging in size between 250m² and 350m². As of 
the date of the report, 50% of the residential units have been sold, and the building is expected to be 
completed in Q1 2008. 
 
Leveraging 
 

Financing Ratios 
  2003 2004 2005 2006 Sep-07 
Loans to Total Assets  0.00% 0.00% 0.00% 12.31% 27.87% 
Loans to Total Equity 0.00% 0.00% 0.00% 29.56% 61.90% 
Total Liabilities to Total Assets 0.22% 0.95% 0.57% 58.36% 54.97% 
Total Liabilities to Total Equity 0.22% 0.95% 0.58% 140.16% 122.08% 
Total Interest Bearing Debt to Total 
Assets 

0.00% 0.00% 0.00% 49.65% 49.04% 

Total Interest Bearing Debt to Total 
Equity 

0.00% 0.00% 0.00% 119.23% 108.91% 

Equity Multiplier 1.002 1.010 1.006 2.402 2.221 
 
A look at the financing ratios reveals that the contribution of liabilities to assets and equity has been 
significantly increasing starting 2006. It is evident from the table above that total liabilities-to-equity and 
total interest bearing debt-to-equity notably jumped during 2006 to 140.16% and 119.23% respectively. 
The reason behind the surge is the rise in debt, indicating an increased reliance on debt to finance 
operations. The following table displays the breakdown of total debt. 
 

Loans 
  2006 Sep-07 
Commercial Note 0 15,000,000 
Housing Bank (Loan 1) 3,801,994 1,849,180 
Housing Bank (Loan 2) 0 10,065,889 
Capital Bank of Jordan (Loan 1) 3,507,390 3,487,350 
Jordan Kuwait Bank Loan 0 2,000,000 
Capital Bank of Jordan (Loan 2) 2,007,661 2,993,630 
Total Debt 9,317,045 35,396,049 

 
ARED is in the process of raising JOD40 million from a bond issuance and is proposing to settle its total 
debt listed above in the first quarter of 2008 from the proceeds. We have, however, outlined below the 
details of each of the facilities obtained.   
 
 
 
Commercial Note 
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ARED obtained a commercial note from the Capital Bank of Jordan in the amount of JOD15 million at an 
interest rate of 9.3% in March 2007. The purpose of the facility is to finance the purchase the plot of land 
in Al- Tneib. The note is to be settled in a bullet payment, due on June 16th, 2008.  
 
Loans 
 
The Housing Bank for Trade and Finance Loan (1)  
 
The Company received a JOD5 million loan from the Housing Bank for Trade and Finance on June 11th, 
2006 at an interest rate of 7.5% to be paid in eight quarterly instalments of JOD625 thousand each. The 
first payment was due on December 1st 2006.  
 
The Housing Bank for Trade and Finance Loan (2) 
 
ARED obtained a JOD10 million loan from the Housing Bank for Trade and Finance on March 22nd, 2007 
at an interest of 9% to be paid in seven semi-annual instalments. Each instalment is in the amount of 
JOD1.4 million, the first of which is due on September 1st, 2008. The loan is for the purpose of financing 
operating activities related to buying and developing real estate projects.  
 
The Capital Bank of Jordan Loan (1) 
 
ARED obtained a JOD5 million loan from the Capital Bank of Jordan on May 1st, 2006 at an interest of 8% 
to be paid in 20 quarterly instalments; JOD250 thousand each, with the first due a year following the 
execution of the loan. This loan was obtained to finance the purchase of land in Bala’ama. 
 
The Capital Bank of Jordan Loan (2) 
 
ARED took a revolving loan with a ceiling of JOD3 million from the Capital Bank of Jordan on September 
20th, 2006 at an interest of 9.5%.  
 
The Jordan Kuwait Bank Loan 
 
ARED received a revolving loan with a ceiling of JOD2 million from Jordan Kuwait Bank on March 1st, 
2007 at an interest of 9%. 
 
Shareholders’ Equity 
 
ARED increased its capital by JOD5 million to JOD25 million in 2007 at a price of JOD1/share and a share 
premium of JOD0.5/share, raising the issuance premium to JOD7.5 million. 
 
Shareholders’ equity also includes an account for the change in the fair value of available-for-sale 
investments which, at the end of Q3 2007, represented a loss of JOD5.8 million. ARED’s available for sale 
portfolio includes holdings in UAIC and BDIN. UAIC’s share price fell to JOD2.52 at the end of 
September 2007 compared to its historical cost of JOD3.17, down by 20.5%. BDIN’s share fell to JOD1.11, 
against its historical cost of JOD1.44, representing a decrease of 22.9%. 
 
 
 
 
 
3.2 Income Statement Analysis 
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Since 2003, ARED’s net income has been markedly fluctuating; reversing a net loss of JOD2 thousand in 
2003 to a profit of JOD538 thousand in 2004. In 2005, net income plunged to JOD41 thousand only to soar 
to JOD1.73 million in 2006 and more than double that to reach JOD4.00 million in the first nine months of 
2007. The last growth came despite the massive JOD3.65 million drop in gains from revaluation of real 
estate due to the adoption of a more conservative revaluation policy. Rather, it was fuelled by profits of 
JOD4.48 million generated from the sale of land. The JOD2.57 million increase in gains from the equity 
portfolio, including JOD1.25 million yielded from the revaluation of trading investments and JOD1.32 
million from the sale of trading investments, also contributed to the growth. 
 
 

-2

538

-1,000

0

1,000

2,000

3,000

4,000

5,000

2003 2004

Th
ou

sa
nd

s

e 

 
Both the ROaA and ROaE ratios were boo
December 2006 and the end of September 200
climbed from 9.72% to settle at 16.54%. 
 
 

0.95%

13.03%

0.9

13.11%

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

2004 2005
ROa

 
 
The Company's earnings, however, are comp
performance of the trading portfolio. In ord
Net Incom
41

1,733

3,999

2005 2006 Sep-07

 

sted by the substantial increase in net income between 
7.  The former ratio rose from 4.34% to 7.16%, while ROaE 

) 
Return on Average Assets (ROaA) & Return on Average Equity (ROaE
7.16%

4.34%

16.54%

9.72%

6%

2006 Sep-07
A ROaE

 

romised by the existence of non-recurring income and the 
er to examine the returns based on the Company's core 



 
 

 

 
16

 
Arab Real Estate Development Company (ARED) 

January 2008 

business, we have excluded the effect of non-recurring items such as earnings from land revaluation and 
the change in fair value of its equity portfolio. 
 
The outcome of this exercise showed the adjusted ROaA rising from a negative 1.53% in December 2006 
to 4.89% in September 2007, while the adjusted ROaE rose from its negative 2006 value of 3.43% to 
11.30%. The negative values can be attributed to the exclusion of JOD2.34 million non-recurring income in 
2006. With this exclusion, net profit falls from JOD1.73 million to become a loss of JOD611 thousand. 
 
The wide gap between the adjusted and unadjusted figures shows the extent of the impact of non-
recurring revenue items on ARED's financial performance.  
 
ARED fares well against the peer group average ROaA and ROaE of 6.60% and 10.21% respectively. The 
following chart plots ARED’s ranking in relation to its peers. 
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Sale of Land 
 
Net profit from sale of land more than tripled, rising from JOD1.38 million in 2006 to JOD4.48 million by 
the third quarter of 2007, thereby increasing their contribution to total revenues from 45.71% to 67.24%. 
 
The JOD4.48 million profit that ARED generated from the sale of land in 2007 resulted from the sale of the 
bulk of its land in Bala’ama. The land sold had a book value of JOD6.11 million and was sold for JOD9.36 
million, yielding a profit of JOD3.25 million. ARED also sold plots in Qweismeh and Hammam Sharqee 
in addition to Naser Stores at a combined profit of JOD379 thousand. A part of ARED’s land in Al-Jiza 
was also sold, pumping JOD861 thousand in profits. 
 
In 2006 ARED had generated profits from land sales in the amount of JOD1.38 million, largely from the 
sale of 700.87 km2 in Bala’ama for JOD2.50 million. The book value of the land at the time of sale stood at 
JOD1.35 million. Thus, the transaction brought in profits of JOD1.14 million. A profit of JOD232 thousand 
was generated from the sale of 50.80 km2 of ARED’s Jiza land for JOD750 thousand.  
 
Despite the surge in net sales, the profit margin appears to have retreated from 42.36% in December 2006 
to 30.52% in Q3 2007, a possible indication of the recent slowdown experienced in the property market. 
Pressing ahead with plans to diversify revenue streams and to focus on fundamentally sound 
investments, ARED has drawn up a four-year plan for the development and/or sale of the plots of land it 
currently holds in its real-estate portfolio. 
 
 
 
 
 
Revaluation of Real-Estate Investments 
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In 2006, the influx of Iraqis caused prices of land to skyrocket, which in turn led to high revaluation gains 
being recorded in the financials of many real estate companies that year. This was evident on ARED’s 
financials as it recorded a revaluation gain of JOD4.28 million. In 2007, and in line with the board's 
decision to have its financials better reflect the performance of its core business activities, ARED adopted 
a more conservative approach to land revaluation. As a result, revaluation gains slowed down by a 
sizeable 85.30% in 2007, reaching JOD629 thousand by September. In the first three quarters of 2007, 
revaluation of land made up 9.42% of revenues. 
 
Given the aforementioned revaluation policy, we expect that going forward, the contribution of land 
revaluation to ARED's bottom line will be minimal. 
 
Equity Investment Income 
 

Composition of Income from Equity Investments 
  2006 Sep-07 

Gains/Losses from Sale of Trading Investments -800,630 520,123 
Dividend Income 0 900,000 
Revaluation Gains/Losses -1,132,984 119,208 
Total  -1,933,614 1,539,331 

 
The bulk of ARED's investment portfolio is classified as available for sale (AFS). Therefore, the impact of 
the change in fair value of its investment portfolio on the income statement is much reduced. 
Furthermore, ARED plans to eventually sell off its AFS holdings over the medium term. 
 
In 2006 ARED’s trading portfolio incurred net losses of JOD1.93 million.  This included a loss from sale of 
investments of JOD801 thousand and revaluation losses of JOD1.13 million. The hefty loss is attributed to 
the correction phase that the Amman Stock Exchange underwent during 2006. 
 
The trading investment revaluation loss of JOD1.13 million recorded in 2006 represented a negative 
return on its portfolio of 6.83%. Even though the decline is considerable, it is still not nearly as extreme 
relative to the performance of the market index, which plunged by 34.16% in 2006. 
 
In the first nine months of 2007, ARED’s equity investment portfolio managed to generate a gain of 
JOD1.54 million, constituting 23.08% of total revenues. The amount includes dividend income of JOD900 
thousand from ARED’s stake in United Arab Investors Company (UAIC). Sale of trading investments 
yielded JOD520 thousand in gains in this period, and unrealized gains from revaluing the portfolio 
amounted to JOD119 thousand. The ASE Index rose by 3.80% year-to-September, thus, ARED’s 3.32% 
gain from revaluation, even though much improved relative to the 2006 performance, slightly 
underperformed the market. 
 
Noteworthy is that, in accordance with ARED's new investment strategy, the holdings remaining in the 
portfolio at the end of Q3 2007 are those that have been collateralized against bank loans, and 
furthermore it plans to sell these when the loans are settled. Thus, we do not expect any significant 
revenues to be generated from this item going forward. 
 
 
Income from Subsidiaries2  
 

                                                 
2 For a detailed list of ARED’s subsidiaries, please refer to the “Subsidiaries and Affiliates” section of this report on 
page 11 



 
 

 

 
19

 
Arab Real Estate Development Company (ARED) 

January 2008 

In October 2007, ARED swapped its entire stake in Osool at JOD1.15/share, totalling JOD11.5 million, for 
a 27.71% stake in Aman Securities, which has a paid-up capital of JOD41.5 million. This is following 
Aman’s 100% acquisition of Osool. 
 
In 2006, ARED had incurred JOD156 thousand in losses from its investment in Osool, owing to the 
performance of its equity portfolio. As of September 2007, Osool's financials were not consolidated with 
ARED due to its subsequent sale and its other newly-acquired subsidiaries had not begun operations yet, 
thus no gains or losses from subsidiaries were posted. 
 
Expenses 
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ARED’s expenses during the last two years have been somewhat minuscule in comparison to the 
revenues generated, amounting to 11.95% of total revenues in December 2006, and an even lower 6.96% 
as of September 2007.  
 
General and administrative (G&A) expenses increased from JOD66 thousand in 2005 to JOD336 thousand 
in 2006. The increase can be mainly attributed to the introduction of capital increase fees, technical 
consulting fees, and publication fees in 2006, which amounted to JOD72 thousand, JOD57 thousand, and 
JOD53 thousand, respectively. 
 
By September of 2007, G&A expenses reached JOD444 thousand. The rise was driven by expenses 
relating to its new subsidiaries that amounted to JOD67 thousand, and increases in commissions, salaries 
and wages, and board members’ travel expenses of JOD43 thousand, JOD41 thousand, and JOD32 
thousand respectively.  
 
Financing Expenses 
 
Due to the JOD10 million loan from the Housing Bank, the JOD2 million revolving loan from the Jordan 
Kuwait Bank and the JOD15 million commercial note from Capital Bank, all obtained in 2007, interest 
expense surged in 2007, rising from JOD838 thousand in December 2006 to JOD2.22 million by the end of 
September 2007. 
 

Liquidity Ratio 
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  2004 2005 2006 Sep-07 
Interest Coverage 0 48.53 3.18 2.80 

  
Despite the growing bottom line, the rise in interest expense has caused the interest coverage ratio to 
plummet, however, as of September 2007, ARED’s EBIT was still able to cover its interest expense more 
than twice over. 
 
4.0 SHARE PERFORMANCE 
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Share Performance 

 
Following the stupendous 300% increase in ARED’s share price in the last quarter of 2005; from JOD0.66 
at the end of September to JOD2.64 by the end of the year, the stock peaked to JOD3.06 in January 2006. 
From then on, and for the duration of 2006, the price oscillated up and down between JOD2.00 and 
JOD2.80, closing at JOD2.20 at the end of December 2006. The stock, even though it lost 16.67% by year 
end, had actually performed better than the Amman Stock Exchange Index, which posted a 34.16% 
decline. However, ARED's share price underperformed the real estate sector index which saw an 14.23% 
drop. All of ARED's peers experienced drops in their stock prices in 2006, with Beit Al Mal (BAMB) 
standing as the biggest loser, falling 41.51%. 
 
In 2007, ARED’s share price slowly climbed to JOD2.50 in March, after which it gradually dwindled to 
roam around the JOD2.00 level, reaching its annual low of JOD1.89 in August. By the end of Q3, the price 
began to rebound touching JOD2.30 on December 30th; 4.55% higher than its 2006 closing price. This 
comes against a rise of 36.27% and 0.32% in the ASE and real estate sector indices. 
 

  REDV BAMB SPIC ULDC REAL ARED 
Price as of December 30th, 2007  1.68 2.21 4.85 1.97 11.50 2.30 
52 week high 2.42 3.58 6.01 2.61 14.25 2.57 
Change from 52 week high -30.58% -38.27% -19.30% -24.52% -19.30% -10.51% 
YTD Change -23.64% -18.75% 6.59% -8.37% -4.96% 4.55% 

 
The previous table exhibits the changes in the peers’ share prices from their respective 52-week highs, as 
well as the year-to-date change as of December 30th. 
 

Share Price Information 
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  2004 2005 2006 Sep-07 
Share Price (JOD) 0.42 2.64 2.2 2.23 
Earnings per Share (JOD) 0.15 0.01 0.09 0.21 
Book Value per Share (JOD) 1.19 1.12 1.58 1.32 
Price/Earnings Ratio (x) 2.86 238.37 25.39 10.45 
Price/Book Value Ratio (x) 0.35 2.35 1.39 1.69 
Number of Shares 3,667,067 3,667,067 20,000,000 25,000,000 
Market Cap 1,540,168 9,681,057 44,000,000 55,750,000 

 
Trading Information 
 
ARED's trading volume has been declining since 2005, with the total reaching 34.03 million shares by 
December 30th 2007 against 114.69 million in 2005 and 46.20 million in 2006. The average daily trading 
volume sank from 468 thousand shares in 2005 to 191 thousand in 2006, and to 138 thousand shares in 
2007. ARED's trading volume composed 3.16% of the sector’s total volume traded in 2007, up from the 
2.91% recorded in 2006, but significantly lower than the 14.50% in 2005. 
 
Even though the average daily trading value climbed from JOD409 thousand in 2005 to JOD450 thousand 
in 2006, its percentage share of the sector’s total value traded fell from 4.48% in 2005 to 2.54% in the 
following year. As of December 30th 2007, it had reached JOD312 thousand, comprising 3.00% of the total 
value traded in the sector. 
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4.0 COMPARATIVE ANALYSIS 
 
The following graphs benchmark ARED against its peers based on Q3 2007 financials. 
 
 

Total Assets (Million JOD) Shareholders’ Equity (Million JOD)  
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6.0 VALUATION 
  
WWe hae have applied a discounted cash flow (DCF) valuat

n ial performance, in addition to a relative valuation based on P/E and P/BV multiples. We gave a 
0 eighting to the DCF, 25% to the P/BV and 15% to th /E multiples. Accordingly, we arrived at an 
st ted fair value for ARED of JOD3.42 per share. 

0 VALUATION 

ve applied a discounted cash flow (DCF) valuation based on our five-year forecast of ARED’s 
n ial performance, in addition to a relative valuation based on P/E and P/BV multiples. We gave a 
0 eighting to the DCF, 25% to the P/BV and 15% to th /E multiples. Accordingly, we arrived at an 
st ted fair value for ARED of JOD3.42 per share. 

ion based on our five-year forecast of ARED’s 
fifi ancanc
66 % w% w e Pe P
ee imaima
  

Estimated Fair Value 
Method Weighting Target Value 
D 60% CF 4.00 
Price t  25% 2.62 o Book Value 
Price to Earnings 15% 2.45 
Weighted Average Estimated Fair Value   3.42 

.1 Discounted Cash Flow Valuation 
 
6
 

Discounted Cashflow 
  2007 2008 2009 2010 2011 

EBIT 7,467,942  8,217,750  10,360,062  15,756,274 18,511,062 
Taxes (130,062) (119,617) (222,002) (406,088) (510,932) 

EBI 7,337,880  8,098,132  10,138,060  15,350,186 18,000,130 
Depreciation & 
Amortization 26,175  31,024  37,229 44,675 25,854  
Change in Working Capital 28,620,969  (14,57 712,317  0,879) 238,140 1,112,817 
Capital Expenditure (26,084,447) 9,826,6 8,413,135  (7,391,32 (6,639,227) 02  3) 
Free Cashflow  9,900,577  3,379,7 19,294,537  8,234,209  33  12,518,395  

 
Inputs for DCF nalysis A

    

Cost of Debt We used a cost of debt of 8.97% based on the interest rate on the bonds 

Risk-Free Rate We u d on the interest on the Central Bank sed a risk-free rate of 7.14% base
of 
We

Jo  2007 
 Marke sed an eq ket r  of 6.

rdan treasury bonds as of October
Equity t Risk Premium  u uity mar isk umpremi 94% 
Cost of Equity We have applied a

Based on a
 cost of

% and 48
 eq  

C  51.9 .1% debt and equity structure, respective
 at a WACC of 9.98% 

uity of 11.07%

WAC ly, we 
arrive

Cash Flow Growth Rate We used a cash flow growth rate of 3% 
 

Net Present Value for Five Years (1) 39,708
f Termin 4,96

,699  
Net Present Value o al Value (2) 9 3,523  
Outstanding Debt (3) 35,56
Cash & Cash Equivalents (4) 864,018  

6,289  

Equity Value (1)+(2)-(3)+(4) 99,969,951  
of Shares Outstanding Number 25,000,000 

Target Share Price (JD) 4.00 
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6 sumptions 
 
We have performed a five year forec  its 
f  Little Italy, t  Airport Road, Mirage City and 

we have fo idiaries; Amlak and Munsha’at, 
. 

 
6
 
P
 
T as set a detailed plan to dispose of lands that it does no velop 
o assuming that no additions will be made to the land ver the 
f

rofit from Projects 

e assumed that the residential units of Little Italy, Mirage City and A’rjan projects will be offered for 

.2 Forecast As

ast for the consolidated financial performance of ARED including
our real estate projects;
rjan project. In addition 

he two commercial buildings on the
recasted the performance of its subsA

and its affiliates; Aman and Eqarat.com

.2.1 Income Statement Assumptions 

rofit from Land Sales 

he Company's management h t intend to de
ver the next four years. We are  portfolio o
orecast period.  

 
P
 
W
sale, while the commercial space on the Airport Road will be rented out. The following tables depict total 
revenue generated from each project  
 

PROJECT 1- Little Italy 
 development project in Dubai. ARED set up Mayadin in which it 

 in Little Italy. In addition to ARED's share in profits from the project, 
 fees from Mayadin. The project is scheduled to be completed in 2011. 

Project Description; A mixed-use real estate
has a 30% stake to manage its investment
ARED will receive management

 2007 F 2008 F 2009 F 2010 F 2011 F 
Assumed Rate of project completion 20%     35% 35% 10% 
Assumed Rate of Sales       10% 40% 50% 
ARED's Share in Profits              - -   1,449,000 5,796,000 7,245,000 
Management Fees              - -      257,250 257,250 1,271,550 
Total Profits - -   1,706,250    6,053,250 8,516,550 

 
PROJECT 2- Airport Road- Commercial Centre 1 

Project Description; An 8-storey commercial centre that encompasses office space and show rooms that will be 
rented out. The project is managed by Continental and located next to the Foreign Ministry, on the Airport Road. 
Construction is expected to be completed in 2009.   
Land Area (sqm) 3,511 Built-Up Area (sqm) 24,204 
Area of Showrooms (sqm) 3,680 Area of Offices 15,208 
Cost of Land/sqm 98 Construction Cost/sqm 130 
Monthly Rent of Showrooms/sqm 180 Monthly Rent of Offices/sqm 80 
   2007 F  2008 F 2009 F 2010 F 2011 F 
Assumed Rate of Project Completion  10% 50% 40%   
Assumed Occupancy Rate   20% 50%  80%
Rent Income 
Offices   -  243,32 ,320 2   -  8 608 973,31
Showrooms   -    -  132,480 331,200 529,920 
Total Income   -  - -  375,808 939,520 1,503,232 

 
 
 
 


