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EFG-Hermes|
The 2017 Lucky Charm

Reiterate positive turnaround going forward; Maintain
“Overweight”

EFG-Hermes' operational performance should witness a gradual ;
turnaround over the next 2-4 quarters, to mirror EQypt’s investment climate

With higher foreign participation and improved EGX market turnover post floatation of
the local currency, EFG-Hermes stands as the primary beneficiary of such turnaround, with
a brokerage market share north of 35%, and a solid pipeline of potential IPOs over 2017.
In addition, the commercial banking arm sale proceeds and remaining stake continue
to be USD-denominated and should be channeled to: 1) Recapitalizing all existing
business lines underneath the investment bank, whether brokerage, asset management
or private equity; 2) Capitalizing and growing EFG Hermes Leasing; 3) Establishing a new
consumer finance business underneath EFG Hermes Finance, while focusing on further
expanding the potential of Tanmeyah; 4) Expanding investment banking activities to
include a merchant banking model; and 5) Acquiring frontier market operations within
Africa or Asia, with the objective to transform EFG from a regional into a frontier house.

Upgrade FV to EGP35.13 from EGP25.00 on positive market turnover outlook in 2017

W hile we realize that the stock has rallied 190% YTD, the real growth potential
f or EFG Hermes in our view is within the turnaround in investment banking
o perations in 2017, the new ventures, and the planned expansion within frontier
m arkets, that justifies higher upside potential within the investment bank.

EFG Hermes Share price performance has been mirroring the EGX30 market turnover
since 2000 to date (Figure 1), and on a P/B basis, at current market price the stock is
trading at a P/B of 1.7x (Figure 2), versus a historical high of 2.1x-2.7x in 2006 and 2007,
respectively. Ourimplied P/B is 2.4x on the latest consolidated book value of EGP8.85 billion.

Figure 1| HRHO share price tracks EGX turnover Figure 2| HRHO current P/B to reach 2.4x from 1.7x
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EFG H Valuation Tabl Valuati .
ermes Yaluation fable aluation EGP/Share Valuation Methodology
Excess Cash 500 0.81 @book
Commercial Bank (Proceeds+ Rem. Stake) 8,491 13.81 @recent transaction value, USD472 mn or USD33/share
Investment Bank 11,250 18.30 @ Avg of acquisition value, 1.5x P/B and 20.0x P/E
Tanmeyah 846 1.38 @2.0x BV, assumung sustainable ROE of 20%
EFG Leasing 200 0.33 @2.0x BV, assumung sustainable ROE of 20%
SODIC 316 0.51 4.75% @Consensus FV of EGP19.70 per share
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*EGP at 18.00/USD
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This Report is compiled and furnished solely for informative purposes to be considered by the intended recipients who have the knowledge to
assess the information contained herein. Pharos Research (‘Pharos’) makes no representation or warranty, whether expressed orim-plied, as to the
accuracy and/or completeness of the information contained herein or any other information that may be based on the data/ information enclosed.
Furthermore, Pharos hereby disclaims any and all liabilities of any nature relating to or resulting from the use of the contents of this Report. This
Report shall not be approached as an investment solicitation nor shall it be considered as legal or tax advises. Pharos highly recommends that
those viewing this Report seek the advice of professional consultants. None of the materials provided in this Report may be used, reproduced or
transmitted, in any form or by any means, electronic or mechanical, including recording or the use of any information storage and retrieval system,
without written permission from Pharos.

This report was prepared, approved, published and distributed by Pharos Securities Brokerage company located outside of the United States (a
“non-US Group Company”). This report is distributed in the U.S. by LXM LLP USA, a U.S. registered broker dealer, on behalf of Pharos Securities
Brokerage only to major U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange
Act”)) pursuant to the exemption in Rule 15a-6 and any transaction effected by a U.S. customer in the securities de—scribed in this report must
be effected through LXM LLP USA.

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Reg—ulatory
Authority, Inc. (“FINRA”") or other regulatory requirements pertaining to research reports or research analysts. No non-US Group Company is
registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-
regulatory organization.

Analyst Certification. Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual analyses,
that (1) the views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no part of
his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views ex—pressed in this report.
Please bear in mind that (i) Pharos Securities Brokerage is the employer of the research analyst(s) responsible for the content of this report and (ii)
research analysts preparing this report are resident outside the United States and are not associated per—sons of any US regulated broker-dealer
and that therefore the analyst(s) is/are not subject to supervision by a US broker-dealer, and are not required to satisfy the regulatory licensing
requirements of FINRA or required to otherwise comply with US rules or regulations regard—ing, among other things, communications with a
subject company, public appearances and trading securities held by a research analyst account.

Important US Regulatory Disclosures on Subject Companies. This material was produced by Analysis Pharos Securities Brokerage solely for
information purposes and for the use of the recipient. It is not to be reproduced under any circumstances and is not to be copied or made available
to any person other than the recipient. It is distributed in the United States of America by LXM LLP USA and elsewhere in the world by Pharos
Securities Brokerage or an authorized affiliate of Pharos Securities Brokerage. This document does not constitute an offer of, or an invitation by or
on behalf of Pharos Securities Brokerage or its affiliates or any other company to any person, to buy or sell any security. The information contained
herein has been obtained from published information and other sources, which Pharos Securities Brokerage or its Affiliates consider to be reliable.
None of Pharos Securities Brokerage accepts any liability or responsibility whatsoever for the accuracy or completeness of any such information. All
estimates, expressions of opinion and other subjective judgments contained herein are made as of the date of this document. Emerging securities
markets may be subject to risks significantly higher than more estab-lished markets. In particular, the political and economic environment,
company practices and market prices and volumes may be subject to significant variations. The ability to assess such risks may also be limited
due to significantly lower information quantity and quality. By accepting this document, you agree to be bound by all the foregoing provisions.

LXM LLP USA assumes responsibility for the research reports content in regards to research distributed in the U.S. LXM LLP USA or its affiliates
has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not received compensation for
investment banking services from the subject company in the past 12 months, does not expect to receive and does not intend to seek compensation
for investment banking services from the subject company in the next 3 months. LXM LLP USA has never owned any class of equity securities of
the subject company. There are not any other actual, material conflicts of interest of LXM LLP USA at the time of the publication of this research
report. As of the publication of this report LXM LLP USA, does not make a market in the sub—ject securities.




