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GB Auto (AUTO.CA)
Earnings Release: 3Q 2013

GB Auto Reports 3Q13 Results
Leading automotive assembler and distributor reports flat top-
line and significant decline in bottom line results amid an excep-
tional operational environment 

13 November 2013 — (Cairo, Egypt) — GB Auto (AUTO.CA on the Egyptian Ex-
change), a leading automotive assembler and distributor in the Middle East and 
North Africa, announced today its consolidated results for 3Q13, reporting net in-
come of LE 7.5 million on revenues of LE 2,058.2 million as challenges in its home 
market prevented top-line growth and dampened bottom-line results.

The company reported an increase of 6.3% in 9M13 revenue to LE 6,307.9 mil-
lion, up from LE 5,935.9 million in the same period of last year. Net income is 
down 50.0% from 9M12 at LE 70.9 million year-to-date.

“Having managed businesses through decades of challenges, there is no ques-
tion in my mind that 2013 has been the toughest year the economy has ever seen,” 
said GB Auto Chief Executive Officer Dr. Raouf Ghabbour. “Political and economic 
developments in our home market in 3Q13 combined with the imposition of a 
strict curfew saw consumer confidence hit its nadir. The result, of course, is that 
our performance in Egypt was particularly hard-hit. 

“Having said that, we continued to invest, spending on lateral as well as re-
gional expansions and hiring exceptional talent. Of course those outlays were not 
matched by revenue contributions and thus the significant weakening of our op-
erating margins. This, together with the higher financing costs to fund our expan-
sions and inventory build-up has led to a depressed bottom line.” 

Egyptian operations in GB Auto’s key Passenger Cars line reported lackluster re-
sults in the quarter, but support from Geely in Egypt, Hyundai sales in Iraq and Af-
ter-Sales saw the line of business post a 4.1% increase in revenues y-o-y to LE 1,433.0 
million. Meanwhile, logistics challenges caused by since-eased travel restrictions and 
a curfew that together closed a primary import artery led to a 27.8% drop in revenue 
for the Motorcycles & Three-Wheelers line of business in 3Q13 compared to 3Q12.  

Commercial Vehicles & Construction Equipment posted a 9.0% y-o-y increase 
in revenues to LE 125.7 million in 3Q13, as the segment continues to show signs 
of recovery. Combined After-Sales operations from the three divisions contributed 
4.9% and 13.7% of total group revenues and gross profit, respectively, in the third 
quarter, with a gross profit margin of nearly 34%. 

The Tires line of business reported mixed results in 3Q, as regional operations 
grew revenues more than five-fold y-o-y while Egyptian operations saw a 19.6% 
drop in revenues. Overall, Tires reported 3Q13 results of LE 76.8 million, a 6.2% 
drop from the same quarter of 2012.

The Financing Businesses were the star performer of the quarter, as all three 
business units reported increased revenues. Overall, the Financing Businesses saw 
a 75.3% increase in revenues year-on-year in 3Q13 to LE 131.9 million. 

Meanwhile, GB Auto reports a year-on-year uptick in SG&A spending to support 
the rollout of its regional expansion strategy in Libya and Algeria, where sales have 
begun and will be reflected soon in our financial results.

“Ultimately, we are long Egypt and long regional. Amid the current speed bumps 
our growth story faces, we have begun taking steps to be as efficient as possible in 
SG&A spending. Our 4Q13 sales to-date and the expected pay-off of our invesments 
leave us optimistic about the shape of the year to come,” concluded Ghabbour.

Highlights of GB Auto’s 3Q13 and 9M13 results follow, along with manage-
ment’s analysis of the company’s performance. Complete financials are available 
for download on ir.ghabbourauto.com.
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Third Quarter 2013 Highlights

•	 GB Auto revenue was LE 2,058.2 million in the third quarter of 2013, on par 
with LE 2,045.7 million in 3Q12.

•	 Consolidated gross profit was down 9.5% year-on-year at LE 244.9 million in 
3Q13; gross profit margin dipped 1.3 percentage points to 11.9%.

•	 EBIT was down 28.7% y-o-y in 3Q13 at LE 108.6 million while EBIT margin was 
down 2.2 percentage points y-o-y at 5.3%.

•	 Net income was LE 7.5 million, an 88.6% decline from 3Q12; net profit margin 
was down 2.8 percentage points at 0.4%.

Passenger Cars* revenue was LE 1,433.0 million in 3Q13, a 4.1% increase from 
LE 1,376.0 million in 3Q12, while gross profits were down 8.5% to LE 151.1 million. 
Gross profit margin dipped 1.5 percentage points to 10.5%.

Motorcycles & Three-Wheelers* revenue was LE 286.0 million in 3Q13, down 
27.8% from LE 396.3 million in the same quarter of 2012. Gross profit fell 40.5% y-o-
y to LE 40.7 million with a gross profit margin of 14.2%.

Commercial Vehicles & Construction Equipment* revenue was LE 125.7 million, 
up 9.0% from LE 115.3 million in 3Q12. Gross profit for the division was up 60.9% 
at LE 7.7 million.

Tires revenue dropped 6.2% in the quarter to LE 76.8 million from LE 81.9 million 
in 3Q12. Gross profit was LE 11.7 million, an 8.1% decrease from 3Q12, while gross 
profit margin was essentially stable at 15.3%.

Financing Businesses revenue was up 75.3% in 3Q13 to LE 131.9 million, up from 
LE 75.2 million in 3Q12. Gross profit was up 54.9% year-on-year at LE 33.8 million, 
while gross profit margin dropped 3.4 percentage points but remains solid at 25.6%.
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Nine Months 2013 Highlights

•	 GB Auto revenue in the first nine months of 2013 was up 6.3% at LE 6,307.9 
million compared to LE 5,935.9 million in 9M12.

•	 Consolidated gross profit was LE 822.8 million in 9M13, a 14.8% increase over 
LE 716.7 million in 9M12; gross profit margin is up 1 percentage point year-to-
date at 13.0%.

•	 EBIT was stable y-o-y in 9M13, coming in at LE 410.9 million compared to LE 
409.8 million in the same period of 2012. EBIT margin stood at 6.5%.

•	 Net income was LE 70.9 million in 9M13, a decline of 50.0% from LE 141.9 mil-
lion in 9M12. Net profit margin was down 1.3 percentage points at 1.1%.

Passenger Cars* revenue saw a 2.0% improvement year-on-year in the first nine 
months to LE 4,503.0 million, while gross profit rose 12.8% to LE 539.3 million. 
Gross margin was up 1.2 percentage points to 12.0%. 

Motorcycles & Three-Wheelers* reported revenue of LE 816.2 million in 9M13, 
a 5.1% increase year-on-year, up from LE 776.8 million in 9M12. Gross profit fell 
15.7% y-o-y to LE 125.5 million, while gross profit margin dropped 3.8 percentage 
points to 15.4%.

Commercial Vehicles & Construction Equipment* revenue was LE 352.6 mil-
lion, down 1.4% from LE 357.7 million in 9M12. Gross profit rose 66.2% to LE 27.5 
million, and gross profit margin was up 3.2 percentage points to 7.8%.

Tires reported revenue of LE 298.6 million, a 40.2% increase over 9M12, while 
gross profit rose 38.3% to LE 45.1 million. Gross profit margin was stable at 15.1%.

Financing Businesses revenue nearly doubled year-on-year, reaching LE 325.5 
million. Gross profit rose 82.7% to LE 87.3 million in 9M13, while gross profit mar-
gin declined slightly by 1.5 percentage points to 26.8%.
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Year-to-Date at a Glance*

*  After-Sales activ-
ity is captured as 
part of the three 
primary LOBs 
and constituted 
5.0% of revenues 
in 9M13, up from 
4.0% in 9M12, 
and at the gross 
profit level, con-
tributed 12.5% in 
9M13 vs. 9.7% in 
9M12.
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Message from the CEO 

I believe all of us doing business in Egypt can be forgiven for feeling as if we have 
been writing a book one day at a time since January 2011. The title is prosaic — 
“How to Grow and Thrive Despite Two Revolutions and Three Years of Uncer-
tainty” — but make no mistake: This is a thriller. And like any good potboiler, the 
story to-date has been marked by quick cuts, plot twists and surprise turns at the 
end of each chapter. 

In this context, it is increasingly clear that 2013 may represent the third and 
final act. It has certainly been the most challenging year through which I have 
managed a business, and I believe it reached its climax in 3Q13, as political and 
economic developments in Egypt combined with the imposition of a strict curfew 
to eliminate prime time shopping hours and send consumer confidence packing. 
Our performance in Egypt was, unsurprisingly, particularly hard-hit.

If there is any magic in business, it is in having the courage to move forward 
when others would bunker down, and the wisdom — and, sometimes, luck — to 
tread cautiously when others would rush in. That story is the story of GB Auto this 
year, brought home in the third quarter, as we continued to invest in tomorrow by 
spending to support the future growth of both our domestic and regional business 
despite the prevailing climate. 

The result, of course, was that those outlays were not matched by commensurate 
revenue contributions and translated directly into a significant weakening of our 
operating margins in 3Q13. Combined with the higher financing costs to fund our 
growth and a buildup of inventory, this has translated directly into a muted bot-
tom line. 

Dive into the details, however, and you will see that the exceptional market 
acceptance accorded Geely has preserved our aggregate market share in Egypt: 
Nearly one in every three passenger cars sold today in Egypt is a GB Auto brand. 
Our growth in Iraq has compensated for our Egyptian challenges and helped 
absorb the cost of expanding to Algeria and Libya, where sales have begun and 
will be reflected soon in our financial results. Our sales of motorcycles and three-
wheelers slumped in 3Q13 not on lack of consumer interest, but the now-resolved 
inability to get high-demand product into the market due to logistics constraints. 
Our Financing Businesses continued to blossom, providing an exceptional cush-
ion, while high-margin After-Sales activity ramped up its contribution to our bot-
tom line. 

Even our Commercial Vehicles and Construction Equipment line of business — 
challenged since before the revolutions by the spillover effect of the recession and 
a regional debt crisis — posted gains, particularly on the critical export fronts, 
where we expect great developments in 2014. This, in addition to our new stra-
tegic directions in the line of business, important new product introductions, and 
expected infrastructure upgrades in Egypt on the back of stimulus spending will 
lead to a substantial transformation of the CV&CE business.

Today, we are adjusting our cost base through new efficiencies, particularly 
in our regional operations, without sacrificing any of the flexibility we need to 
respond to positive domestic, regional or global developments. Moreover, sales 
to-date in 4Q13 leave me very optimistic about the shape of the year to come — 
particularly the second half of 2014, as we look to the restoration of a full-time 
elected president and government.

Dr. Raouf Ghabbour, CEO

That story is the 
story of GB Auto this year, 
brought home in the third 
quarter, as we continued 
to invest in tomorrow by 
spending to support the 
future growth of both our 
domestic and regional busi-
ness despite the prevailing 
climate.
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Passenger Car Line Of Business
GB Auto is a leading passenger car importer, assembler and 
distributor in the Middle East and North Africa. In Egypt, it is 
the largest player in the market, as the sole representative of 
Hyundai, Geely and Mazda passenger cars and owning the biggest 
nationwide distribution and after-sales service networks of any 
brand. Regionally, GB Auto distributes Hyundai passenger cars 
in Iraq and Geely passenger cars in Libya and Algeria. GB Auto 
serves the Egyptian market with both Completely-Knocked-Down 
(CKD) and Completely-Built-Up (CBU) products while operating in 
Iraq, Libya and Algeria with CBU units.

Egypt 
•	 In 3Q13 the Egyptian market was subject to a number of shocks as consumer 

sentiment slid amid a second Revolution, Ramadan, the pressure to save for 
back-to-school expenses due in September and October, and a 7pm curfew 
that eliminated the traditional “prime time” automobile shopping hours.

•	 Accordingly, in the third quarter, the passenger car market saw a quite pro-
nounced drop, with only 26,785 units sold compared to 38,545 units sold in 
3Q12, a 30.5% decline, according to data obtained from the Egyptian Auto-
motive Marketing Information Council. In 9M13, the market declined 3% to 
a total of 97,705 units sold, down from 101,215 units in 9M12. Notably, sales 
in September saw an impressive 57.1% improvement over August 2013 sales.

•	 Sales of higher-price-point CBU vehicles were particularly hard-hit. Hyundai, 
likewise, saw total unit sales in Egypt drop year-on-year to 7,000 vehicles in 
3Q13 and just over 22,000 year-to-date, with a pronounced skew towards 
completely-knocked-down (CKD) vehicles. 

•	 CKD vehicles, which are imported as kits and assembled in Egypt, have a 
more affordable price point, making them an attractive option for price-con-
scious consumers, and accordingly GB Auto’s unit sales of CKD vehicles for 
both Hyundai and Geely combined are up 9.1% year-on-year in 3Q13. (Man-
agement notes in this context that December 2013 marks the end of Hyun-
dai Motor Corp.’s supply of Verna kits to GB Auto. Assembly will continue 
through 2014 using the company’s accumulated inventory of kits.)

•	 The trend towards a more affordable price point has seen Hyundai’s market 
share drop, coming in at 22.0% in 9M13 compared to 31.0% in 9M12. 

•	 Across all brands, GB Auto, holds a 9M13 market share of 28.4% total (includ-
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Iraqi operations saw 
an uptick in unit sales and 
revenues, as Hyundai vehi-
cles continue to be in high-
demand in this key growth 
market.

ing Hyundai, Geely and Mazda), driven in part by a 6.3% contribution from 
Geely, which has continued to be warmly welcomed by Egyptian consumers. 
In September, Geely has held an impressive 10% of the market.

•	 Geely’s attractive exterior, interior and performance have led to strong demand, 
and management anticipates continued success for this representation.

•	 The drop in gross profit margin in the quarter is largely attributable to costs re-
lated to promotions made in July and August aimed at reviving consumer interest. 
The promotions were not immediately successful, but given the month-on-month 
sales jump in September, management considers this money well spent.

•	 The company continues to invest heavily in After-Sales, which management con-
siders a key driver of consumer loyalty. Efforts so far have paid off in increased 
revenues and gross profit from this division for the quarter and year-to-date.

•	 The After-Sales division performed quite well in 3Q13, contributing 7.3% of 
revenues for the period, and fully 25.9% of gross profit from Egyptian opera-
tions. Gross margin for the division came in at 40.7%.

•	 Management continues to very carefully monitor market trends and inventory 
levels to ensure the company does not enter an overstock situation given 
management expects the total Egyptian Passenger Car market to close the 
year with unit sales on par with 2012.

•	 The market has begun showing signs of recovery, and management anticipates 
stronger unit sales for all three brand representations in 2014, driven by pent up 
demand, which may well allow stronger pricing power and bolster margins. 

Iraq
•	 Iraqi operations saw an uptick in unit sales and revenues in the quarter, as 

Hyundai vehicles continue to be in high-demand in this key growth market. 
Broadly speaking, management sees Iraq sales growth muted at present by 
some supply constraints as well as a general over-supply in the market. This 
will see the company meet its revised margin targets, but fall short on volume. 
There is also downside risk to sales growth on the back of security issues in 
the run-up to the scheduled April 2014 elections. (Management again notes 
it expects margins to remain at current levels going forward on the impact 
of regulatory changes earlier in the year. Please refer to our 2Q13 Earnings 
Release for more details on this.)

•	 Iraq is an increasingly important contributor to the Passenger Car Division, 
accounting for 41.9% of total PC revenues in 3Q13 and 43.3% in 9M13.

•	 The After-Sales division in this line of business is now contributing a small but 
respectable 1.8% of this division’s revenues in 3Q13. Four service centers are fully 
operational, with three more to enter service by the end of 2014.

Libya and Algeria
•	 Commercial operations have begun in both Libya and Algeria; sales from both 

markets will soon be reflected in GB Auto’s consolidated financials. 
•	 In Libya, an extensive marketing campaign in the first week of October that 

ran through the first of November saw signs of market interest in GB Auto 
product backed by full warranties, a novelty in that market. Despite a difficult 
security situation, GB Auto had a very successful month of sales, led by the 
wide acceptance of its Great Wall pickup model and a solid trading business.

•	 In Algeria, a more stable market, the company launched a marketing campaign 
that was originally slotted to run from 15 September through 15 October, but 
given the high interest it generated, was extended and will run through the 
end of November. In addition to this, the company is attending five road 
shows to generate interest in GB Auto vehicles in the Algerian market.

•	 Broadly speaking, management is very optimistic about the long-term outlook 
for both markets, despite short-term challenges.
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Table 1B: Passenger Car Sales Activity — Egypt

3Q12 3Q13
%Change 

3Q12  v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

CBU Sales Volume (Hyundai) (Units) 4,231 2,190 -48.24% 15,393 8,712 -43.40%
CBU Sales Volume (Geely) (Units) 0 146 - 0 328 -
CBU Sales Volume (Mazda) 2 80 - 10 81 -
CKD Sales Volume (Hyundai) (Units) 6,295 4,810 -23.59% 16,128 13,368 -17.11%
CKD Sales Volume (Geely) (Units) 0 2,059 - 0 5,806 -
Total Sales Volume (Units)  10,528  9,285 -11.81% 31,531 28,295 -10.26%
Total Market* (Units)  38,545  26,785 -30.51% 101,215 97,705 -3.47%
GB Auto Market Share** (%) 27.00% 33.88% 6.88 31.18% 28.40% -2.78
Sales Revenue (LE million) 783.73 770.83 -1.65% 2,420.29 2,358.60 -2.55%
Gross Profit (LE million) 89.48 71.20 -20.43% 260.31 273.40 5.03%
Gross Profit Margin (%) 11.42% 9.24% -2.18 10.76% 11.59% 0.84
After-Sales Revenue (LE million) 58.40 61.03 4.51% 157.82 194.58 23.29%
After-Sales Gross Profit (LE million) 20.33 24.86 22.30% 52.61 73.46 39.62%
After-Sales Gross Profit Margin (%) 34.81% 40.74% 5.93 33.34% 37.75% 4.42
Total Egypt Passenger Car Revenues (LE million) 842.13 831.87 -1.22% 2,578.11 2,553.18 -0.97%
Total Egypt Passenger Car Gross Profit (LE million) 109.81 96.06 -12.52% 312.92 346.86 10.85%
Passenger Car Egypt Gross Margin (%) 13.04% 11.55% -1.49 12.14% 13.59% 1.45

*  As estimated by the Automotive Marketing Information Council of Egypt (AMIC). Please note that AMIC figures are based on individual companies willingly contributing / reporting their sales 
and that GB Auto cannot check the full accuracy of these or guarantee that all companies operating in Egypt report to AMIC.

**  As estimated by the Automotive Marketing Information Council of Egypt (AMIC). 

Table 1A: Total Passenger Car Sales Activity — All Brands and Markets

3Q12 3Q13
%Change 

3Q12  v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

Total Sales Volume (Units) 15,412 14,258 -7.49% 49,066 44,357 -9.60%
Sales Revenue (LE million) 1,317.58 1,361.59 3.34% 4,251.05 4,278.46 0.64%
Gross Profit (LE million) 144.85 121.97 -15.79% 422.84 453.38 7.22%
Gross Profit Margin (%) 10.99% 8.96% -2.04 9.95% 10.60% 0.65
After-Sales Revenue (LE million) 58.40 71.38 22.23% 165.40 224.57 35.78%
After-Sales Gross Profit (LE million) 20.33 29.13 43.29% 55.27 85.87 55.37%
After-Sales Gross Profit Margin (%) 34.81% 40.81% 6.00 33.42% 38.24% 4.82
Total Passenger Car Revenues (LE million) 1,375.98 1,432.98 4.14% 4,416.45 4,503.03 1.96%
Total Passenger Car Gross Profit (LE million) 165.18 151.10 -8.52% 478.10 539.25 12.79%
Passenger Car Gross Margin (%) 12.00% 10.54% -1.46 10.83% 11.98% 1.15

Table 1C: Hyundai Passenger Car Sales Activity — Iraq

3Q12 3Q13
%Change 

3Q12  v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

Total Sales Volume (Units) 4,884 4,973 1.82% 17,535 16,062 -8.40%
Sales Revenue (LE million) 533.85 590.76 10.66% 1,830.76 1,919.85 4.87%
Gross Profit (LE million) 55.37 50.77 -8.31% 162.53 179.98 10.74%
Gross Profit Margin (%) 10.37% 8.59% -1.78 8.88% 9.37% 0.50
After-Sales Revenue (LE million) 0.00 10.35 - 7.58 30.00 295.76%
After-Sales Gross Profit (LE million) 0.00 4.27 - 2.65 12.41 367.64%
After-Sales Gross Profit Margin (%) - 41.23% - 35.01% 41.37% 6.36
Total Iraq Passenger Car Revenues (LE million) 533.85 601.11 12.60% 1,838.34 1,949.85 6.07%
Total Iraq Passenger Car Gross Profit (LE million) 55.37 55.04 -0.60% 165.18 192.39 16.47%
Passenger Car Iraq Gross Margin (%) 10.37% 9.16% -1.22 8.99% 9.87% 0.88
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Motorcycle & Three-Wheeler Line of Business 
GB Auto is the Egyptian agent and distributor for Bajaj three-
wheelers (“tuk-tuks”) and motorcycles.

Motorcycles & Three-Wheelers
•	 The Motorcycles and Three-Wheelers line of business had a challenging third 

quarter on the back of logistics disruptions associated with recent events. This 
disruption came on the heels of a 10% increase in customs duties earlier this 
year on three-wheelers, which had dampened 2Q13 sales.

•	 Unlike the previous quarter, weak unit sales were mainly the result of tempo-
rary shocks, both of which have since been resolved.

•	 Accordingly, demand for and sales of this division’s product offerings have 
returned to normal.

•	 Moreover, the Motorcycles and Three-Wheeler line of business is supporting 
the growth of our successful micro-financing operations, where it currently 
accounts for the bulk of the outstanding portfolio.

Table 2: Motorcycle & Three-Wheeler Sales Activity 

3Q12 3Q13
% Change 

3Q12 v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

Three-Wheeler Sales Volume (Units) 23,792 14,787 -37.85% 43,154 40,360 -6.47%
Motorcycle Sales Volume (Units) 10,423 5,671 -45.59% 23,608 22,055 -6.58%
Total Sales Volume (Units) 34,215 20,458 -40.21% 66,762 62,415 -6.51%
Sales Revenue (LE million) 384.88 270.58 -29.70% 743.15 768.05 3.35%
Gross Profit (LE million) 65.79 38.12 -42.06% 141.40 115.52 -18.30%
Gross Profit Margin (%) 17.09% 14.09% -3.01 19.03% 15.04% -3.99
After-Sales Revenue (LE million) 11.38 15.41 35.35% 33.60 48.19 43.41%
After-Sales Gross Profit (LE million) 2.59 2.57 -0.78% 7.44 9.98 34.18%
After-Sales Gross Profit Margin (%) 22.73% 16.66% -6.07 22.14% 20.71% -1.42
Total Motorcycle & Three-Wheeler Revenues (LE million) 396.26 285.99 -27.83% 776.75 816.24 5.08%
Total Motorcycle & Three-Wheeler Gross Profit (LE million) 68.37 40.69 -40.50% 148.84 125.50 -15.68%
Motorcycle & Three-Wheeler Gross Margin (%) 17.25% 14.23% -3.03 19.16% 15.38% -3.79

Motorcycle & Three-
Wheeler Revenue 
Breakdown by Segment 
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Commercial Vehicles & Construction Equipment 
Line of Business
The Commercial Vehicles & Construction Equipment line of business 
offers a wide range of assembled-in-Egypt trucks and locally 
manufactured buses under exclusive agent and distributorship 
agreements with Mitsubishi and Volvo. GB Auto manufactures and 
distributes semi-trailers and superstructures (i.e., oil and chemical 
tankers as well as concrete mixers). This line of business also distributes 
Volvo construction equipment and YTO tractors in Egypt, exports 
trailers to Algeria and produces buses for domestic and export markets 
through GB Polo, a state-of-the-art facility in partnership with global 
leader Marcopolo and using Iveco chassis. Most recently, the company 
added Sino trucks to its product line-up in the Egyptian market.

•	 The Commercial Vehicles & Construction Equipment line of business is con-
tinuing its steady improvement. Revenues and gross profits are up in the third 
quarter, as strong performances and a better sales mix from buses, trucks, 
tractors and construction equipment units off-set lingering challenges in the 
trailers business.

•	 Samples of GB Polo’s new product line have been well-received in key re-
gional markets, and exports under the deal with General Motors discussed 
in our 2Q13 Earnings Newsletter (available for download at ir.ghabbourauto.
com) continue apace.  

•	 Management anticipates that this division’s growth will continue in the com-
ing period, with real progress beginning to show in 2014 and in particular 
in 2015, driven by a new product launch, export sales and a potential uptick 
in government spending in Egypt under the recently announced stimulus 
program. At present, new state spending appears set to encompass both in-

Commercial Vehicles &
Construction Equipment
Revenue Breakdown
by Segment   
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Table 3: Commercial Vehicles and Construction Equipment (CV&CE) Sales Activity

frastructure projects and municipal transportation solutions. These, alongside 
general corporate spending and tourism growth, are the four primary drivers 
of this segment. 

•	 The coming December introduction of the long-awaited GB Polo microbus  
(on a JAC chassis) and the Chery-brand Kerry micro-microbus will complete 
the GB Auto bus range, giving the company a toe-hold in the key microbus 
section of this market.

•	 Microbuses consistently account for c.80% of Egypt’s bus sales; in 9M13, fig-
ures from the Egyptian Automotive Marketing Information Council (AMIC) 
show that microbuses accounted for a full 87.6% of the Egyptian bus market. 

•	 Accordingly, the new representations are expected to drive a significant and 
sustainable increase in volumes, and accordingly, revenues going forward.

3Q12 3Q13
% Change 

3Q12 v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

Buses Sales Volume (Units) 196 177 -9.69% 394 409 3.81%
Trucks Sales Volume (Units) 191 223 16.75% 822 736 -10.46%
Tractors Sales Volume (Units) 0 45 - 0 89 -
Trailer Sales Volume (Units) 37 8 -78.38% 134 83 -38.06%
Construction Equipment Sales Volume (Units) 8 10 25.00% 28 30 7.14%
Total Sales Volume (Units) 432 463 7.18% 1,378 1,347 -2.25%
Sales Revenue (LE million) 103.06 112.19 8.86% 318.19 308.16 -3.15%
Gross Profit (LE million) 2.48 5.77 132.93% 9.86 20.24 105.33%
Gross Profit Margin (%) 2.40% 5.14% 2.74 3.10% 6.57% 3.47
After-Sales Revenue (LE million) 12.22 13.50 10.44% 39.53 44.41 12.35%
After-Sales Gross Profit (LE million) 2.32 1.96 -15.77% 6.70 7.27 8.62%
After-Sales Gross Profit Margin (%) 19.02% 14.50% -4.51 16.94% 16.38% -0.56
Total Commercial Vehicles & 
Construction Equipment Revenues (LE million) 115.28 125.69 9.03% 357.72 352.57 -1.44%

Total Commercial Vehicles & 
Construction Equipment Gross Profit (LE million) 4.80 7.73 60.94% 16.55 27.51 66.20%

Commercial Vehicles & Construction 
Equipment Gross Margin (%) 4.17% 6.15% 1.98 4.63% 7.80% 3.18
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Tires
GB Auto has agreements with a number of Original Equipment 
Manufacturers (OEMs) to distribute a wide variety of tires in five 
countries. In Egypt, the company distributes Lassa, Yokohama, 
Westlake and Diamond Back tires while it distributes Westlake and 
Diamond Back tires in Iraq. In Jordan, the company distributes 
Diamond Back tires; in Libya it distributes Triangle tires; and in 
Algeria it distributes Lassa tires.

•	 The Tires line of business saw revenues and gross profits drop in 3Q13 as 
a strong performance by the regional businesses was offset by results from 
the Egyptian market, where consumer and corporate spending were sharply 
undercut by the logistics and political climates.

•	 Year-to-date, the regional Tires businesses account for 11.1% of total revenues 
and 4.6% of gross profit; in the third quarter, regional sales represented 16.3% 
of total revenues and 6.4% of gross profit, primarily on strong performance by 
our divisions in Iraq and Jordan.

•	 Management is exploring further opportunities for this line of business and 
is optimistic that Tires will continue its growth story in the coming period, 
particularly driven by regional growth.

Table 4C: Tires Sales Activity — Regional

Table 4B: Tires Sales Activity — Egypt

Table 4A: Total Tires Sales Activity

3Q12 3Q13
%Change 

3Q12  v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

Total Sales Revenues (LE million) 81.90 76.80 -6.23% 212.99 298.58 40.19%
Total Gross Profit (LE million) 12.74 11.71 -8.05% 32.62 45.10 38.25%
Gross Margin (%) 15.55% 15.25% -0.30 15.32% 15.10% -0.21

3Q12 3Q13
%Change 

3Q12  v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

Total Sales Revenues (LE million) 79.96 64.30 -19.58% 206.38 265.31 28.56%
Total Gross Profit (LE million) 12.67 10.97 -13.46% 32.27 43.03 33.35%
Gross Margin (%) 15.85% 17.06% 1.21 15.63% 16.22% 0.58

3Q12 3Q13
%Change 

3Q12  v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

Total Sales Revenues (LE million) 1.94 12.49 544.21% 6.61 33.27 403.10%
Total Gross Profit (LE million) 0.07 0.75 1038.61% 0.36 2.07 480.96%
Gross Margin (%) 3.38% 5.97% 2.59 5.39% 6.23% 0.83
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Financing Businesses
GB Capital serves as the Group’s financial arm, and is responsible for 
the Financing Businesses line, which consists of three independent 
companies including GB Lease (commercial vehicles, corporate 
fleets and other asset classes), Mashroey (selling GB Auto’s 
Bajaj-branded motorcycles and three-wheelers on credit terms 
to microfinance-eligible clients), and Drive (consumer finance for 
passenger cars and factoring). The aim of GB Capital is to develop 
a well-diversified and synergetic group of financial services. To 
that end, GB Capital is also on the lookout for new additions to 
complement its portfolio. 

•	 The Financing Business line is growing steadily, with revenues nearly doubled 
in 9M13 and gross profit up 82.7% year-on-year. Gross profit margin is very 
strong compared to market norms, despite a slight decline of 1.5 percentage 
points on the mix of the businesses and the growth of the portfolios of both 
Drive and GB Lease, which typically command lower margins compared to 
Mashroey. As we continue to grow in absolute terms, this trend will continue 
to prevail until all three business lines reach maturity levels.

•	 GB Lease is the first financing company established by GB Auto and is far 
into its growth phase. The company is well-established as one of Egypt’s top 
leasing institutions, with a combined portfolio of corporate and SME clients.  

•	 GB Auto’s second financing company was Mashroey, which offers microfi-
nance services. Mashroey is at the end of its startup phase and continues to 
grow rapidly across Egypt, with a current network coverage of around 60 
branches. The majority of Mashroey’s portfolio is currently concentrated in 
Three-Wheelers (tuk-tuks). However, diversification will come going forward 
with the expansion into new product offerings including motor-tricycles and 
YTO agricultural tractors.

•	 The latest addition to the Financing Businesses is Drive, which offers auto 
loans to end consumers and corporate factoring services to a specific range 
of companies. Drive is in the start-up phase of development and is growing 
steadily. 

•	 The company has made substantial progress since its launch in 3Q12, hav-
ing achieved operational breakeven and created space for itself in the very 
competitive automotive financing market. Drive has expanded its presence 
form GB Auto’s showrooms to the company’s independent dealer network, 
and now covers retail purchases of brands that are not exclusive to GB Auto.

•	 As Mashroey and Drive transact with the Passenger Cars and the Motorcycles 
& Three Wheelers lines of business, there are invariably intercompany sales 
between these units. 

Table 5: Financing Businesses Activity

3Q12 3Q13
%Change 

3Q12  v 3Q13 9M12 9M13
% Change 

9M12 v 9M13

Total Sales Revenues (LE million) 75.21 131.86 75.32% 168.84 325.54 92.81%
Total Gross Profit (LE million) 21.78 33.75 54.93% 47.78 87.30 82.73%
Gross Margin (%) 28.96% 25.59% -3.37 28.30% 26.82% -1.48
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We expect, however, 
that the payoff from these 
new businesses will more 
than compensate both our 
increased costs and our 
continuous diversification 
efforts.

Financial Position and Working Capital 
Management
Looking at the first nine months of 2013 as a whole, our performance was mixed: 
We began with very strong first quarter sales and operating profits, while the sec-
ond quarter saw weaker performance across the group’s major segments. The third 
quarter has proved to be the weakest, muting the excellent performance of the 
early months of the year. Our recorded revenues and EBIT, therefore, show nearly 
a flat performance in 9M13 year-on-year.

Despite this, GB Auto recorded strong funds from operations in 3Q13 for the 
second quarter in a row as we generated more than LE 230 million during the 
quarter as management continued to focus on reducing inventories and receiv-
ables balances, albeit at a slower rate than 2Q13 due to market conditions. 

Our trade receivables now stand at LE 597 million versus LE 752 million at the 
end of 2Q13 and c.LE 967 million at the end of 1Q13. Despite the marginal reduc-
tion in our inventory, we are still building our Verna CKD stocks, as December 
2013 officially marks the end of the supply of this model. As explained in previous 
earnings newsletters, this will continue to put pressure on our balance. Other fac-
tors contributing to the pressure include the ongoing investments in 9M. These in-
vestments, including our continuing build-up of personnel and management staff, 
expansions in key business lines and the capitalization of both our latest financing 
and regional businesses, have not yet come to fruition in terms of top-line and 
profitability contribution. 

Total debt continued to rise, reaching LE 3.2 billion at the end of September 
2013, up from LE 2.9 billion at the end of June 2013. This includes approximately 
LE 214 million related to our financing businesses, up from LE 132 million at the 
end of 2Q13. Our interest expense thus continued to climb, recording LE 273.7 
million in 9M13, compared with LE 220.3 in the comparable period last year. 
EBITDA interest coverage significantly weakened to 1.8x while net debt to equity 
stood at 0.84x at the end of 3Q13.

Readers will recall that we reported in the first half of 2013 that our business had 
faced significant challenges. These were comparatively minor in light of events in 
3Q13, post the second Egyptian revolution in two years. As explained elsewhere 
in this earnings newsletter, the general sentiment in our largest market currently, in 
addition to the imposed curfew which naturally made it very difficult to transport 
products — not to mention sell them — led all indicators to work against us and 
translated into weaker-than-expected sales in 3Q13. As we keep our eyes on long-
term growth prospects, we continue invest to set the stage for future expansion, 
leading to a cash flow mismatch that is natural for an expanding business. 

We expect, however, that the payoff from these new businesses will more than 
compensate both our increased costs and our continuous diversification efforts 
and we anticipate a better capital utilization and return ratios as this evolves.
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Management remains 
cautious in its outlook for 
the remainder of the year, 
but that caution is reason-
ably optimistic.

Latest Corporate Developments

1) New Brand Representation and New Product Offerings
In an effort to increase the product offering of the Commercial Vehicle and 
Construction Equipment line of business, GB Auto has completed two projects. 
The first has seen the company sign an agreement with Chery (International) to 
distribute Kerry micro-micro range vehicles. In addition, GB Auto has signed an 
agreement with JAC to source 4 and 7.5 toner chassis on which a new generation 
of GB Polo designed bodies will be installed to serve the growing bus segment.  
Together, these new products are expected to be significant drivers of growth for 
the CV and Construction Equipment line of business.

2) GB Auto Receives Hyundai Gold Medalat HMC’s Tenth 
World Skill Olympics Event
Every two years Hyundai Motor Corporation (HMC) organizes a World Skill 
Olympic Competition at the HMC Training Center in Seoul. This event gathers 
the best Hyundai engineers from around the world and provides them with the 
opportunity to enhance their skills to the world-class level. In 2013, GB Auto en-
gineer Bichoy Tadros won the gold medal in the Engine System Support catego-
ry. Bichoy, who joined GB Auto in 2009, is a Technical Advisor for the Technical 
Support Team. This is the second time in a row that GB Auto has taken a gold 
medal in the World Skill Olympics Event: Shady Maher, Head of the Technical 
Support Team, won the gold medal in Electrical Systems in 2011.

3) GB Auto Receives Geely’s 2012 Best New Distribution Award
GB Auto is pleased to have won Geely International Corporation’s ‘2012 Best 
New Distribution’ Award. This award is a testament to the extensive effort that 
GB Auto put into the October 2012 Egypt launch of the Chinese automotive 
brand. The award was received on behalf of GB Auto by Mr. Ahmed Abdel 
Ghany, Geely Franchise Director at GIC’s 2013 Business Conference held in 
Hangzhou, China.

Outlook

Management remains cautious in its outlook for the remainder of the year, but that 
caution is reasonably optimistic. Signs suggest that Egypt has begun to stabilize in 
terms of both domestic political unrest and the economic turmoil to which the na-
tion has been subject for the past three years. 

That is not to say that we anticipate an immediate correction, but rather that 
within the next year to two years, the problems of 2013 will be long past and the 
economy will once again boom.

In Egypt, a strong sales performance in September and October contributed to 
record sales months, but it is too early to tell whether this is simply a brief release 
of pent-up demand from early 3Q13 or a signal that consumer confidence is on 
the rebound. In all cases, management expects the broader passenger car market 
will likely close the year on par with 2012. 

With a weaker overall market, unit sales of CBU vehicles will lag CKD entries. 
Lower cost entries including the Hyundai Verna and Geely Emgrand models will 
benefit from price consciousness. 

For both brands, management anticipates that 2014 will see stronger unit sales, 
particularly heading into the second half, driven by pent up demand released by 
an improving security and economic situation. 

While management expects strong growth from Iraq in the medium- and long-



16
3Q13 Earnings Newsletter

term, short-term growth may be dampened by any changes in the security situa-
tion in the run-up to the April 2014 elections. Margins are likely remain at current 
levels in the medium term.

Likewise, management anticipates that the Motorcycle & Three-Wheeler line of 
business will see improved results in the coming period now that the curfew has 
been eased and, with it, constraints on both the supply chain and the mobility 
of consumers. The Commercial Vehicles & Construction Equipment line of busi-
ness is likely to continue its momentum, with real progress beginning to show in 
2014 and in particular in 2015, driven by a new product launch, export sales, and 
recently declared government stimulus spending on infrastructure projects and 
municipal transport services.

Tires and the Financing Businesses are expected to continue growing in the 
period ahead, with growth drivers remaining unchanged. 

Ongoing sales from our new territories remain unlikely to significantly contrib-
ute to the firm’s income statement until 2014.

GB Auto’s strategy of cost containment and investment continues: For the re-
mainder of 2013 we will be focused on ensuring the stability and profitability of 
Egyptian operations, and, simultaneously, we will nurture our new territories and 
brand representations in anticipation of an even more robust 2014. 

Finally, we note that our forecasts for the year do not include allowances for 
exogenous shocks that may have an impact on market sentiment. At present, these 
shocks are largely of a political nature, but extend to the potential for shocks re-
lated to economic policy swings. 
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Financial Statements

Income Statement

Three Months Ended Nine Months Ended

(LE million) 3Q12 3Q13 % Change 9M12 9M13 % Change

Passenger Cars Revenues 1375.98 1432.98 4.14% 4416.45 4503.03 1.96%
Motorcycles & Three-Wheelers Revenues 396.26 285.99 -27.83% 776.75 816.24 5.08%
Commercial Vehicles& Construction Equipment Revenues 115.28 125.69 9.03% 357.72 352.57 -1.44%
Tires Revenues 81.90 76.80 -6.23% 212.99 298.58 40.19%
Financing Businesses Revenues 75.21 131.86 75.32% 168.84 325.54 92.81%
Other Revenues 1.05 4.87 364.26% 3.17 11.90 275.22%
Total Sales Revenues 2045.69 2058.19 0.61% 5935.93 6307.86 6.27%
Total Gross Profit 270.63 244.93 -9.50% 716.66 822.80 14.81%
Gross Profit Margin 13.23% 11.90%  (1.33) 12.07% 13.04% 0.97
Selling and Marketing -73.07 -80.40 10.02% -193.00 -265.36 37.50%
Administration Expenses -45.48 -55.63 22.32% -132.80 -156.16 17.59%
Other Operating Income (Expenses) 6.09 5.98 -1.96% 19.90 22.98 15.45%
Operating Profit 158.17 114.88 -27.37% 410.77 424.26 3.28%
Operating Profit Margin (%) 7.73% 5.58% -2.15 6.92% 6.73% -0.19
Net Provisions and Non-Operating -5.94 -6.30 6.03% -0.95 -13.40 -
EBIT 152.23 108.58 -28.68% 409.82 410.86 0.25%
EBIT Margin (%) 7.44% 5.28% -2.17 6.90% 6.51% -0.39
Foreign Exchange Gains (Losses) 6.29 3.14 -50.08% -26.71 -20.73 -22.40%
Net Finance Cost -66.18 -89.63 35.43% -185.36 -257.18 38.75%
Earnings Before Tax 92.34 22.08 -76.08% 197.75 132.95 -32.77%
Income Taxes -8.77 -1.79 -79.64% -21.69 -13.90 -35.91%
Net Profit Before Minority Interest 83.56 20.30 -75.71% 176.06 119.05 -32.38%
Minority Interest -18.20 -12.83 -29.51% -34.16 -48.14 40.91%
Net Income 65.37 7.47 -88.57% 141.90 70.91 -50.03%
Net Profit Margin (%) 3.20% 0.36% -2.83 2.39% 1.12% -1.27
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Balance Sheet

As Of

(LE million) 31-Dec-12 30-Sept-13 % Change

Cash 1,264.7 1,132.1 -10.49%
Net Accounts Receivable 781.5 808.0 3.39%
Inventory 1,752.3 2,140.1 22.13%
Assets Held For Sale 330.0 323.9 -1.84%
Other Current Assets 463.5 594.8 28.33%
Total Current Assets 4,592.0 4,999.0 8.86%

Net Fixed Assets 1,439.1 1,521.3 5.71%
Goodwill and Intangible Assets 269.1 277.1 2.97%
Lessor Assets 282.0 424.5 50.52%
Investment Property 3.1 3.1 0.00%
Other Long-Term Assets 61.2 303.5 395.50%
Total Long-Term Assets 2,054.5 2,529.4 23.12%

Total Assets 6,646.5 7,528.4 13.27%

Short-Term Notes and Debt 2,007.0 2,857.7 42.39%
Accounts Payable 1,267.4 1,503.3 18.61%
Other Current Liabilities 77.1 70.8 -8.26%
Total Current Liabilities 3,351.5 4,431.7 32.23%

Long-Term Notes and Debt 510.7 365.7 -28.39%
Other Long-Term Liabilities 253.6 257.2 1.42%
Total Long-Term Liabilities 764.3 622.9 -18.50%

Minority Interest 424.5 453.9 6.95%

Common Stock 131.2 131.2 0.00%
Shares Held With the Group -3.3 -3.3 0.00%
Legal Reserve 225.5 253.8 12.56%
Other Reserves 1,052.1 1,088.0 3.42%
Retained Earnings (Losses) 700.8 550.1 -21.51%
Total Shareholder’s Equity 2,106.3 2,019.8 -4.11%
Total Liabilities and Shareholder’s Equity 6,646.5 7,528.4 13.27%
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About GB Auto S.A.E.
GB Auto S.A.E. (AUTO.CA on the Egyptian Exchange) is a leading automotive 
producer and distributor in the Middle East and North Africa. Across five primary 
lines of business — Passenger Cars, Motorcycles & Three-Wheelers, Commercial 
Vehicles & Construction Equipment, Tires and Financing — the company’s main 
business activities include assembly, manufacturing, sales and distribution, financ-
ing and after-sales services. GB Auto’s portfolio of brands includes Hyundai, Maz-
da, Geely, Bajaj, Marcopolo, Great Wall, Iveco, Volvo, Mitsubishi Fuso, Sino, YTO, 
Lassa, Yokohama, Westlake, Triangle and Diamond Back. GB Auto has operations 
in Egypt, Iraq, Libya and Algeria, and is actively pursuing opportunities in new ge-
ographies within its core footprint. The company is headquartered in Giza, Greater 
Cairo Area, Egypt. www.ghabbourauto.com

Forward-Looking Statements
This document may contain certain “forward-looking statements” relating to the 
Company’s business. These may be identified in part through the use of forward-
looking terminology such as “will,” “planned,” “expectations” and “forecast” as well 
as similar explanations or qualifiers and by discussions of strategy, plans or inten-
tions. These statements may include descriptions of investments planned or cur-
rently under consideration or development by the Company and the anticipated 
impact of these investments. Any such statements reflect the current views of the 
Company with respect to future events and are subject to certain risks, uncertain-
ties and assumptions. Many factors could cause the actual results, performance, 
decisions or achievements of the Company to be materially different from any fu-
ture results that may be expressed or implied by such forward-looking statements.
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