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RATING ACTION COMMENTARY

Fitch Af�rms Majid All Futtaim LLC at 'BBB'; Outlook Stable

Tue 21 Nov, 2023 - 6:36 AM ET

Fitch Ratings - London - 21 Nov 2023: Fitch Ratings has af�rmed UAE-based Majid Al

Futtaim Holding LLC's (MAF) Long-Term Issuer Default Rating (IDR) and senior

unsecured rating at 'BBB'. The Outlook on the IDR is Stable. A full list of ratings is below.

The ratings re�ect good operational metrics across the business segments of MAF's

conglomerate structure. Majid Al Futtaim Properties (MAFP), which anchors the rating,

operates a portfolio of retail malls and hotels and generated around two-thirds of 2022

group EBITDA through stable, lease-based revenue. The second key business, MAF

Retail (MAFR), provides lower-margin, defensive, cash�ows from more than 450

Carrefour stores operated across 15 countries.

MAFP is bene�ting from UAE's positive economy and retail market. Footfall and tenants'

sales in 2022 exceeded pre-pandemic 2019 levels and continue to grow. Mall occupancy

was 95%. Rental renewal rates in 2022 declined around 6% compared with passing

rents, mainly due to increased retail space available in wider Dubai.

KEY RATING DRIVERS

High-quality Mall Portfolio: MAFP is the group's primary source of cash�ow, generating

more than 60% of group EBITDA in 2022. The property portfolio, with 29 malls, was

valued at AED34 billion at end-2022 (end-2021: AED33.7 billion) with over 1.8 million

square metres (sqm) of gross leasable area (GLA), mainly in UAE, but also four Middle

East countries. The portfolio has eight high-quality super-regional malls and includes the

245,000 sqm Mall of the Emirates (MOE), one of the largest malls in the GCC. The

portfolio is supported by 13 hotels, mostly adjacent to the malls. Footfall of 212 million

in 2022 was around 6% above pre-pandemic 2019, while tenants' sales were 12% ahead.

Lease Renewal Rates Pressured: Rental revenue grew around 6% in 2022, mainly driven

by higher occupancy and higher luxury brand tenant sales. However, rental renewal

rates fell around 6% compared with previous passing rents (2021: -19%). This largely

re�ects an increase of over one million sqm of retail GLA across Dubai since 2019.

https://www.fitchratings.com/
https://www.fitchratings.com/
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Another 0.6 million sqm is expected from 2023-2025, with an additional 1.8 sqm

announced or on hold. MAFP's weighted average unexpired lease term was a short 2.2

years at end-2022. This provides �exibility to capture rent increases, but can enable

tenants to demand lower rents. MAFP's 2022 EBITDA was 16% above end-2021.

Positive Operating Environment Continues: MAF is bene�ting from economic and

consumer demand growth in Dubai. Following a 6% increase in GDP in UAE in 2022,

Fitch forecasts GDP growth of 1.8% in 2023 and 2.7% in 2024. Consumer con�dence

remains high. Combined with government reforms that liberalised residency

regulations, this is allowing investors to gain long-term visas more easily. The Dubai

Statistics Centre reported in June that the population had grown 2.4% yoy to 3.6 million,

which follows 5.7% growth between 2019 and 2022.

Residential Sales Continue: Launched in 2020, MAFP is developing Tilal Al Ghaf (TAG), a

3-million sqm multi-phased mixed-use residential project in a prime location in south

Dubai. In 2022, TAG generated sales of AED4.4 billion (2021: AED5.1 billion), aided by

the launch of new villas, which are in high demand in Dubai. Revenue of AED1.8 billion

was recognised (2021: AED1.3 billion). TAG is a key focus of MAFP, but it is expected to

generate under 10% of future group EBITDA and decline as it approaches completion

around 2026.

Retail Growth Through Expansion: MAFP has increased its Carrefour stores to 458

(2021: 425 and 463 by 1H23. The portfolio is split between hyper- (31%), super- (47%)

and convenience-stores (22%). Around one-quarter of the stores are in UAE. The

increase in stores drove sales growth of 4% in 2022, but like-for-like sales were �at

(2021: -8.8%). EBITDA margins fell to 4.3% (2022: 5.3%), re�ecting challenging markets

affected by high in�ation and supply chain disruptions, as well as strong competition

across MAFR markets.

In line with the industry, MAFR is focussing on furthering its omnichannel capabilities.

Digital sales increased 46% in 2022 to AED1.98 billion (2021: AED1.3 billion).

Asset Redevelopments and Improvements: The development pipeline is focussed on

TAG and low-risk redevelopments and enhancements to the real estate portfolio,

especially MOE. Total capex for 2023-2025 is projected at more than AED4.6 billion, but

only around one-third of this is committed, which equates to around 5% of the portfolio

value. MAF had been planning building a 253,000 sqm Mall of Saudi in Riyadh, Saudi

Arabia, but this has been put on hold. MAF has a history of delaying or scaling-back

capex to preserve liquidity if necessary.
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Increased Leverage: Gross debt increased in 2022, mainly because of AED5.8 billion of

drawdowns from the group's AED14.2 billion of committed liquidity facilities. These

largely funded working capital out�ows for TAG. As a result, group net debt/MAFP

rental-derived EBITDA (excluding TAG sales revenue) increased to 5.95x at end-2022

(end-2021: 5.3x). We forecast leverage to fall marginally to 5.8x at end-2023 and 5.7x by

end-2024, as working capital out�ows reduce as TAG progresses.

We expect recurring-income EBITDA interest coverage, which was 3.6x at end-2022

(end-2021: 4.3x), to average 2.3x over the forecast period, re�ecting higher interest

rates. About 78% of MAF's debt book is �xed or hedged against interest rate

�uctuations.

DERIVATION SUMMARY

MAF differs from most EMEA rated real estate companies owing to its conglomerate

structure, which mainly includes real estate and retail operations, as well as supportive

subsidiaries. MAFP generates stable, lease-generated revenue and high margin EBITDA,

while MAFR produces lower-margin, defensive cash�ows, which were particularly

important during the pandemic when malls were temporarily closed or operational

hours reduced.

MAF's closest Fitch-rated peer is Emaar Properties PJSC (BBB/Stable), a Dubai-based

conglomerate with a portfolio of 37 retail assets, mainly in Dubai, as well as a large build-

to-sell property business that generates around 50% of group EBITDA, depending on

building phases and deliveries. Emaar also has a variety of other supportive businesses.

Both companies are concentrated in Dubai, but have increasingly large international

operations.

Their property portfolios include single-asset concentration: Emaar owns the Dubai

Mall, which generates about 85% of recurring EBITDA and is one of the largest malls

globally, while MAF's MOE generates 42%% of MAFP's EBITDA. However, Emaar's

homebuilding business is inherently more volatile and capital-intensive than MAFR's

Carrefour operations.

A key difference between MAF and other rated EMEA real estate companies is the

operating environment. The UAE economy and real estate market can be far more

volatile than other EMEA markets due to a high reliance on oil, trade and tourism. In

addition, with around 90% of the population being expatriates, the population has been

volatile in the past, although this should be more stable following recent visa reforms.

MAF maintains lower leverage compared with most investment-grade EMEA retail real

estate peers such as UK-based Hammerson plc (BBB/Stable), which has a retail portfolio
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valued at GBP3.1 billion and has expected net leverage of 9.2x by end-2023, compared

with 2022 recurring net debt/EBITDA of 5.6x for MAF. NEPI Rockcastle N.V.

(BBB+/Stable), which owns and operates a retail portfolio valued at EUR6.4 billion

across nine CEE countries, had moderate net debt/EBITDA of 6.4x at end-2022

KEY ASSUMPTIONS

Fitch's Key Assumptions Within Our Rating Case for the Issuer:

- MAF group EBITDA increasing by more than 3% in 2023, driven by TAG residential

sales, growth in new MAFR stores and some rental growth.

- MAF group EBITDA margins averaging around 12% for the next three years. We expect

MAFP's margins to be lower than historical levels owing to the higher contribution of

TAG development, which has a projected EBITDA margin of around 23%. We expect

MAFR's EBITDA margins to be around 4% owing to cost pressures.

- Negative free cash �ow of more than AED1 billion in 2023, but breakeven in 2024 as

working capital out�ows fall to around AED610 million as TAG increases deliveries,

releasing cash from escrow accounts.

- Dividends broadly in line with historical levels.

- Capex of around AED7.2 billion over the next three years, mainly for TAG and

redevelopments of existing malls.

- Restricted cash of more than AED2.5 billion in 2023 to re�ect escrow holdings for TAG

development.

RATING SENSITIVITIES

Factors that Could, Individually Or Collectively, Lead to Positive Rating

Action/Upgrade:

Meaningful geographical diversi�cation or reduced asset concentration within MAFP.

MAFP's recurring income-derived EBITDA interest cover sustained above 3.0x.

MAFP's derived Fitch-adjusted LTV below 40%.

Factors that Could, Individually Or Collectively, Lead to Negative Rating

Action/Downgrade:
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Signi�cant 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 2.0x over a sustained period.

Group net debt (excluding MAFR capitalised leases) to MAFP recurring EBITDA higher

than 8.0x.

LIQUIDITY AND DEBT STRUCTURE

Ample Liquidity: At 1H23, MAF had AED1.8 billion of unrestricted cash and AED7

billion available from AED14.3 billion of committed revolving facilities. This compares

with only AED58 million of amortisations due in 2023. The company's USD800 million

(AED2.9 billion) unsecured notes mature in May 2024. MAF has bought back USD516.4

million (AED1.9 billion) of the notes during 2023, leaving a balance of USD1 billion. We

forecast negative free cash �ow of AED1 billion by end-2023, generated by working

capital out�ows of around AED1.2 billion for the TAG development, as well as expected

group dividends. Available liquidity comfortably covers these cash out�ows.

We expect liquidity to remain healthy during the forecast period with a liquidity score

well over 2.0x, particularly as working capital out�ows will reduce as TAG approaches

completion. The company's policy is to maintain at least 18 months' liquidity coverage,

but this was more than 2.5 years at 1H23.

MAF has a diverse capital structure comprising conventional bonds, bank lending, green

sukuk and hybrid capital. The company has no secured debt. In June 2022, MAF issued

USD500 million of hybrid notes to replace its hybrid notes issued in 2017, which were

redeemed during the year. MAF has a second hybrid issuance with a call date of

September 2027.

ISSUER PROFILE

MAFH is a Dubai-based conglomerate, owning and operating a portfolio of 29 shopping

malls, 13 adjacent hotels across the Middle East, 458 Carrefour hypermarkets and

supermarkets operated through franchise agreements, as well as entertainment and

leisure assets.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF
RATING

The principal sources of information used in the analysis are described in the Applicable

Criteria.

ESG CONSIDERATIONS
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The highest level of ESG credit relevance is a score of '3', unless otherwise disclosed in

this section. A score of '3' means ESG issues are credit-neutral or have only a minimal

credit impact on the entity, either due to their nature or the way in which they are being

managed by the entity. Fitch's ESG Relevance Scores are not inputs in the rating process;

they are an observation on the relevance and materiality of ESG factors in the rating

decision. For more information on Fitch's ESG Relevance Scores, visit

https://www.�tchratings.com/topics/esg/products#esg-relevance-scores.

VIEW ADDITIONAL RATING DETAILS

FITCH RATINGS ANALYSTS

RATING ACTIONS

ENTITY / DEBT   RATING   PRIOR  

MAF Sukuk Ltd.
 

 

LT BBB  Af�rmed
BBB senior unsecured 

MAF Global Securities

Limited
 

 

LT BBB  Af�rmed
BBB senior unsecured 

LT BB+  Af�rmed
BB+ subordinated 

Majid Al Futtaim

Holding LLC
LT IDR BBB Rating Outlook Stable

Af�rmed

BBB Rating

Outlook

Stable

ST IDR F3  Af�rmed
F3 

LT BBB  Af�rmed
BBB senior unsecured 

https://www.fitchratings.com/topics/esg/products#esg-relevance-scores
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PARTICIPATION STATUS

The rated entity (and/or its agents) or, in the case of structured �nance, one or more of

the transaction parties participated in the rating process except that the following

issuer(s), if any, did not participate in the rating process, or provide additional

information, beyond the issuer’s available public disclosure.

APPLICABLE CRITERIA

Corporate Hybrids Treatment and Notching Criteria (pub. 12 Nov 2020)

Sukuk Rating Criteria (pub. 13 Jun 2022)

Corporates Recovery Ratings and Instrument Ratings Criteria (pub. 14 Oct 2023)

(including rating assumption sensitivity)

Corporate Rating Criteria (pub. 04 Nov 2023) (including rating assumption sensitivity)

http://www.fitchratings.com/
https://www.fitchratings.com/research/corporate-finance/corporate-hybrids-treatment-notching-criteria-12-11-2020
https://www.fitchratings.com/research/corporate-finance/corporate-hybrids-treatment-notching-criteria-12-11-2020
https://www.fitchratings.com/research/corporate-finance/corporate-hybrids-treatment-notching-criteria-12-11-2020
https://www.fitchratings.com/research/corporate-finance/corporate-hybrids-treatment-notching-criteria-12-11-2020
https://www.fitchratings.com/research/banks/sukuk-rating-criteria-13-06-2022
https://www.fitchratings.com/research/banks/sukuk-rating-criteria-13-06-2022
https://www.fitchratings.com/research/banks/sukuk-rating-criteria-13-06-2022
https://www.fitchratings.com/research/banks/sukuk-rating-criteria-13-06-2022
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporates-recovery-ratings-instrument-ratings-criteria-13-10-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023


11/21/23, 5:38 PM Fitch Affirms Majid All Futtaim LLC at 'BBB'; Outlook Stable

https://www.fitchratings.com/research/corporate-finance/fitch-affirms-majid-all-futtaim-llc-at-bbb-outlook-stable-21-11-2023 8/11

APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to

criteria providing description of model(s).

Corporate Monitoring & Forecasting Model (COMFORT Model), v8.1.0 (1)

ADDITIONAL DISCLOSURES

Dodd-Frank Rating Information Disclosure Form

Solicitation Status

Endorsement Policy

ENDORSEMENT STATUS

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers.

Please read these limitations and disclaimers by following this link:

https://www.�tchratings.com/understandingcreditratings. In addition, the following

https://www.�tchratings.com/rating-de�nitions-document details Fitch's rating

de�nitions for each rating scale and rating categories, including de�nitions relating to

default. ESMA and the FCA are required to publish historical default rates in a central

repository in accordance with Articles 11(2) of Regulation (EC) No 1060/2009 of the

European Parliament and of the Council of 16 September 2009 and The Credit Rating

Agencies (Amendment etc.) (EU Exit) Regulations 2019 respectively.

Published ratings, criteria, and methodologies are available from this site at all times.

Fitch's code of conduct, con�dentiality, con�icts of interest, af�liate �rewall, compliance,

and other relevant policies and procedures are also available from the Code of Conduct

section of this site. Directors and shareholders' relevant interests are available at

https://www.�tchratings.com/site/regulatory. Fitch may have provided another

permissible or ancillary service to the rated entity or its related third parties. Details of

permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or

FCA-registered Fitch Ratings company (or branch of such a company) can be found on

the entity summary page for this issuer on the Fitch Ratings website.

Sector Navigators – Addendum to the Corporate Rating Criteria (pub. 04 Nov 2023)

MAF Global Securities Limited UK Issued, EU Endorsed

MAF Sukuk Ltd. UK Issued, EU Endorsed

Majid Al Futtaim Holding LLC UK Issued, EU Endorsed

https://www.fitchratings.com/research/corporate-finance/corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/fitch-affirms-majid-all-futtaim-llc-at-bbb-outlook-stable-21-11-2023/dodd-frank-disclosure
https://www.fitchratings.com/understandingcreditratings
https://www.fitchratings.com/rating-definitions-document
https://www.fitchratings.com/site/regulatory
https://www.fitchratings.com/research/corporate-finance/fitch-updates-sector-navigators-addendum-to-corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/fitch-updates-sector-navigators-addendum-to-corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/fitch-updates-sector-navigators-addendum-to-corporate-rating-criteria-03-11-2023
https://www.fitchratings.com/research/corporate-finance/fitch-updates-sector-navigators-addendum-to-corporate-rating-criteria-03-11-2023
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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 veri�cation 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 veri�cation 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 veri�cations 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 veri�cation 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 veri�cation 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 �nancial statements and attorneys with respect to legal and tax matters.

Further, ratings and forecasts of �nancial and other information are inherently forward-

looking and embody assumptions and predictions about future events that by their

nature cannot be veri�ed as facts. As a result, despite any veri�cation 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 af�rmed.

The complete span of best- and worst-case scenario credit ratings for all rating

categories ranges from 'AAA' to 'D'. Fitch also provides information on best-case rating

upgrade scenarios and worst-case rating downgrade scenarios (de�ned as the 99th

percentile of rating transitions, measured in each direction) for international credit

ratings, based on historical performance. A simple average across asset classes presents

best-case upgrades of 4 notches and worst-case downgrades of 8 notches at the 99th

percentile. Sector-speci�c best- and worst-case scenario credit ratings are listed in more

detail at https://www.�tchratings.com/site/re/10238496

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

https://www.fitchratings.com/site/re/10238496
https://www.fitchratings.com/site/re/10238496
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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 speci�cally mentioned. Fitch is not engaged in the offer or sale of any

security. All Fitch reports have shared authorship. Individuals identi�ed 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, veri�ed 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 shall not constitute a consent by Fitch to use its name

as an expert in connection with any registration statement �led 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 ef�ciency 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 �nancial 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.�tchratings.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

https://www.fitchratings.com/site/regulatory
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