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Fitch Affirms Majid Al Futtaim LLC at 'BBB'; Outlook Stable
Fitch Ratings - Dubai - 29 November 2018: Fitch Ratings has affirmed UAE based Majid Al Futtaim
Holding LLC's (MAF) Long-Term Issuer Default Rating (IDR) and senior unsecured rating at 'BBB'.
The Outlook is Stable.
The affirmation reflects Majid Al Futtaim Properties' (MAFP) stable recurring income generating
property portfolio in good locations in the UAE, supported by a strong tenant base and low vacancy
rates. The ratings are driven by MAFP and further supported by Majid Al Futtaim Retail (MAFR) and
ventures businesses, which attract footfall to the shopping malls.
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KEY RATING DRIVERS

Prime and Secondary Assets: MAFP remains the main contributor to the group and delivered broadly
flat EBITDA generation for 2017 of AED2.9 billion. The group's top five shopping malls generated the
majority of MAFP's EBITDA in 2017 with the Mall of the Emirates being the top contributor. We
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forecast the same for 2018 and 2019 despite a greater contribution from Mall of Egypt. MAFP's
shopping malls are a mix of prime and secondary assets in prime and secondary locations in the
GCC and Egypt.
Concentration Risk: MAFP has significant asset and geographical concentration despite increasing
footprint in the region. MAFP has a high exposure to the UAE with 10 shopping malls with an
aggregate of 750m sqm, contributing more than half of MAFP's 2017 EBITDA and projected to
remain high until 2021.
Weaker UAE Retail Environment: Retail market developments in the UAE in 2018, together with
forecasted new supply until 2020, are putting pressure on occupancy ratios and rental income for
major retailers in the country, triggering a possible change in tenant lease formulae in the near future.
However, average vacancy rates are forecasted to remain low at below 5% for MAFP's top five
shopping malls.
Resilient Portfolio Qualities: The share of e-commerce is growing but its impact remains small
compared with western markets and the region's reliance on malls as entertainment destinations also
helps maintain malls' attractiveness to consumers. The prime positioning of MAF's retail malls means
they are somewhat shielded from retail market stresses, with tenant defaults remaining low and
tenant retention rate remaining high at 95% with low double-digit growth in rent in 2017.
Increasing Retail Footprint: The growing footprint of MAF's retail operations in the region supports the
group's leadership position in the UAE where MAFR has the highest number of stores, generating
the majority of its EBITDA of AED1.2 billion in 2017. We forecast further growth in 2018 and a
broadly stable EBITDA margin. In 2017, 38 new supermarkets and 20 new hypermarkets were
opened. Expected growth in 2018 earnings is mainly attributable to further Carrefour store openings
in countries where MAF retail has existing operations.
Non-Food Sale Pressured: Carrefour remains a cash-generative business with low balance-sheet
debt. Changing consumer preferences shifting towards food-based items contributed two thirds of
MAFR's revenue in 2017 (slightly higher than previous year) with a growing importance of consumer
goods and fresh food. The non-food segment is expected to be increasingly affected by competition
from online retailers.
Debt-funded Capex: Shopping mall development activity is high for 2018 and likely to remain so in
2019 with a dozen projects under construction over the next four years, notably City Centre Al Zahia
and Mall of Oman , which are expected to be completed between 2020 and 2021. Capex plans will
be funded both from free cash flow (FCF) and from increased borrowings. MAF has a strong track
record of shopping mall development and pre-gross leasable area (GLA) booking ahead of project
initiation.
Diversified Funding/Stable Financial Metrics: MAF maintains diverse sources of funding composed of
Sukuk, conventional bonds, bank lending and hybrid capital. In 2018, MAF issued USD400 million
(perp-NC8) at 6.375% to refinance its 2018 USD500 million notes. The company has also increased
its revolver limits by USD0.7 billion and extended its liquidity cover to June 2022. The next scheduled
maturity is the July 2019 bond, which is covered by unutilised corporate revolvers.
MAF has strong leverage metrics for the rating with Fitch-adjusted loan-to-value forecasted to remain
below 50% in 2018 and we forecast similar levels for 2019-2021. Coupled with this, Fitch-adjusted
rental income-derived net leverage is expected to slightly increase above 5x from 2018 onwards on
the back of higher capex-driven debt that is mitigated by stable rental income. Rental-derived net
interest cover is also stable at between 3x and 4x over the forecasted period of 2018-2021.
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DERIVATION SUMMARY

MAF has a portfolio of income-generating assets in the UAE and the Middle East. The company is a
leading mall operator in the region and an established food retailer through its Carrefour stores in
over 14 countries. MAF's portfolio exhibits high occupancy ratios at above 95%, increasing base rent
y-o-y and a high tenant retention ratio of 95%. The company has solid financial metrics and dynamic
capital structure compared with European investment-grade peers in the property/real estate sector
such as Hammerson Plc (BBB+/Stable), which demonstrates similar KPIs of high occupancy ratio of
98%, a moderate LTV of 44% and yet significantly more leveraged on a net basis than MAF at 10.5x.
Similar major EMEA REIT are Unibail-Rodamco SE (A/Stable) and British Land Company plc
(BBB+/Stable), which have materially larger asset portfolios with meaningful diversification compared
with MAF, which has exposure to developed markets in Europe.
MAF demonstrates lower Fitch- adjusted rental- derived leverage compared than Unibail and British
Land despite significant development programmes. Similar to European REITs, its portfolio benefits
from well- spread debt maturity of more than four years and an average long- term lease life of 7.2
years. However, significant asset and geographical concentration drives the notch differential
between MAF and peers such Unibail and Hammerson.
KEY ASSUMPTIONS

- Stable EBITDA margin at 12% at the holding level for 2018-2021
- Revenue growth projected at CAGR 11% for the same period
- Low vacancy rates on average at 5% for shopping malls
- Capex-to-sales below 15% for the next four years
- Leverage to remain commensurate with existing rating level
- Ample headroom under committed available revolvers
- Flexible dividend policy
RATING SENSITIVITIES

Developments That May, Individually or Collectively, Lead to Positive Rating Action
-Meaningful geographical diversification and/or reduced asset concentration
-MAFP's recurring income-derived EBITDA interest cover sustained above 3.0x and MAFP's derived
Fitch-adjusted leverage below 40%
Developments That May, Individually or Collectively, Lead to Negative Rating Action
- Significant downturn in the markets in which MAF operates
- Higher-than-expected capex, leading to material falls in MAFP's recurring income-derived EBITDA
interest cover below 1.5x over a sustained period
LIQUIDITY AND DEBT STRUCTURE

Comfortable Liquidity: MAF has refinanced scheduled maturities up to 2022 except for its 2019 bond
maturity of USD500 million, which is covered by existing liquidity at the company level. MAF has also
extended the maturity of two of the large revolvers to 2023 and 2024. The average debt maturity
profile is now beyond four years with a mix of bank funding, bonds, sukuk and hybrid notes.
As of end-1Q18, the majority of debt (76% of drawn debt) was raised at the holding level, benefitting
from cross guarantees of MAFP. The overall debt structure had limited secured debt (below 10%) as
of end-2017. The company has good liquidity coverage with available cash balances mainly in hard
currencies mainly in the UAE and at MAF retail levels. The liquidity buffer is supported by ample
headroom under the available committed lines.
The Sukuk documentation, structure, terms and conditions were reviewed and there has been no
change since the last update in May 2018.
https://www.fitchratings.com/site/pr/10053380
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Additional information is available on www.fitchratings.com
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OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EUREGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER
ON THE FITCH WEBSITE.

COPYRIGHT
Copyright © 2018 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street,
NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or
retransmission in whole or in part is prohibited except by permission. All rights reserved. In issuing
and maintaining its ratings and in making other reports (including forecast information), Fitch relies on
factual information it receives from issuers and underwriters and from other sources Fitch believes to
be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in
accordance with its ratings methodology, and obtains reasonable verification of that information from
independent sources, to the extent such sources are available for a given security or in a given
jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party verification it
obtains will vary depending on the nature of the rated security and its issuer, the requirements and
practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located,
the availability and nature of relevant public information, access to the management of the issuer and
its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon
procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports
provided by third parties, the availability of independent and competent third- party verification
sources with respect to the particular security or in the particular jurisdiction of the issuer, and a
variety of other factors. Users of Fitch's ratings and reports should understand that neither an
enhanced factual investigation nor any third-party verification can ensure that all of the information
Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the
issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to
the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must
rely on the work of experts, including independent auditors with respect to financial statements and
attorneys with respect to legal and tax matters. Further, ratings and forecasts of financial and other
information are inherently forward-looking and embody assumptions and predictions about future
events that by their nature cannot be verified as facts. As a result, despite any verification of current
facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at
the time a rating or forecast was issued or affirmed.
The information in this report is provided "as is" without any representation or warranty of any kind,
and Fitch does not represent or warrant that the report or any of its contents will meet any of the
requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a
security. This opinion and reports made by Fitch are based on established criteria and methodologies
that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective
work product of Fitch and no individual, or group of individuals, is solely responsible for a rating or a
report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk
is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports
have shared authorship. Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact purposes only. A
report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled,
verified and presented to investors by the issuer and its agents in connection with the sale of the
securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of
Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to
buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the
suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments
made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors,
and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the
applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues
issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the
applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch
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shall not constitute a consent by Fitch to use its name as an expert in connection with any
registration statement filed under the United States securities laws, the Financial Services and
Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due
to the relative efficiency of electronic publishing and distribution, Fitch research may be available to
electronic subscribers up to three days earlier than to print subscribers.
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian
financial services license (AFS license no. 337123) which authorizes it to provide credit ratings to
wholesale clients only. Credit ratings information published by Fitch is not intended to be used by
persons who are retail clients within the meaning of the Corporations Act 2001
Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally
Recognized Statistical Rating Organization (the "NRSRO"). While certain of the NRSRO's credit
rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit
ratings on behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory
(https://www.fitchratings.com/site/regulatory)), other credit rating subsidiaries are not listed on Form
NRSRO (the "non-NRSROs") and therefore credit ratings issued by those subsidiaries are not issued
on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit
ratings issued by or on behalf of the NRSRO.

SOLICITATION STATUS
The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer
or a related third party. Any exceptions follow below.

Endorsement Policy
Fitch's approach to ratings endorsement so that ratings produced outside the EU may be used by
regulated entities within the EU for regulatory purposes, pursuant to the terms of the EU Regulation
with respect to credit rating agencies, can be found on the EU Regulatory Disclosures
(https://www.fitchratings.com/regulatory) page. The endorsement status of all International ratings is
provided within the entity summary page for each rated entity and in the transaction detail pages for
all structured finance transactions on the Fitch website. These disclosures are updated on a daily
basis.

Fitch Updates Terms of Use & Privacy Policy
We have updated our Terms of Use and Privacy Policies which cover all of Fitch Group’s websites.
Learn more (https://www.thefitchgroup.com/site/policies).
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