EGYPT FOOD & BEVERAGE | ON THE GROUND UPDATE

Sales to restaurants and hotels hammered, while supermarket retailers face intense demand

* Over the past two weeks, food processing companies saw a noticeable increase in
supermarket sales as consumers stockpiled their pantries as a reaction to the coronavirus.
Some food categories benefited more than others as consumers prepare to be quarantined for
an extended period of time, most notably pantry staples and shelf-stable foods (e.g.: dairy
products, grains and canned goods).

* However, this trend is not sustainable on the long-term, and is expected to slow down as
supermarkets ration stock items and consumer storage-space is strained. Also, Ramadan
season in 2Q20 historically lends to slower purchasing patterns across most FMCG segments.

* On the other hand, the government’s decision to suspend air traffic and impose a curfew have
crippled the country’s hospitality and tourism sectors, both of which are key consumers of
FMCG products. Additionally, packaged snack food should also see lost sales as a result of the
shutdown of schools and universities until further notice.

* Likewise, poultry prices have been rising steeply since January 2020, largely owing to the
higher costs associated with heating during the winter season, thus pushing live-bird prices to
EGP25/kilo from EGP18/kilo in December 2019. Prices of chicks have further increased over
the past weeks, due to the rising demand from consumers ahead of the Ramadan, reaching
EGP30/kg today. Yet, the overall effect on poultry processing companies may be neutral given
that a big portion of the poultry market caters to restaurants and hotels.

« The overall effect of these factors, and for how long they will persist, is inconclusive
considering they have been ongoing for less than a month. That being said, consumer staples
stocks typically hold up better during times of economic downturns and market panic.
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Producers are not facing raw material shortages yet, but are stockpiling inventory just in case

* On the supply-side, companies are moving towards securing 2-4 months of inventory on hand
to hedge against any future raw material shortages and/or depreciation in EGP. All F&B stocks
across our coverage universe have reported that their supply chain activities are operating
normally as of now.

* The current commodity market is supportive of companies increasing their safety stocks at
current prices, most notably with skimmed-milk powder prices declining in USD-terms by
16.5% YTD and palm oil prices declining by 17.4% YTD.

* The increase in working capital, however, is going to reflect adversely in a higher debt balance
to finance increased purchasing levels. The recent 300bps cut in interest rates could slightly
soften the impending hike in interest expense, although it will lag slightly given the medium-
term tenure of most facilities.
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DISCLAIMER

This is third party research. It was prepared by Pharos Holding, with headquarters in Cairo, Egypt. Pharos Holding is authorized to engage in securities activities according to its domestic legislation. This research is not a product of
Tellimer Markets, Inc., a U.S. registered broker-dealer. Pharos Holding has sole control over the contents of this research report. Tellimer Markets, Inc. does not exercise any control over the contents of, or the views expressed in,
research reports prepared by Pharos Holding.

Pharos Holding is not registered as a broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report is provided
for distribution to “major U.S. institutional investors” and other “U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange
Act”).

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this research report should do so only through Tellimer Markets, Inc.,
located at 575 Fifth Avenue, 27th Floor, New York, NY 10017. A representative of Tellimer Markets, Inc. is contactable on +1 (212) 551 3480. Under no circumstances should any U.S. recipient of this research report effect any transaction
to buy or sell securities or related financial instruments through Pharos Holding. Tellimer Markets, Inc. accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a
U.S. person other than a major U.S. institutional investor.

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 Holding is the employer of the research analyst(s) responsible for the content of this report and research analysts preparing this report are resident outside the U.S. and are not associated persons of any U.S. regulated broker-
dealer. The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (‘FINRA”) and may not be an associated person of Tellimer Markets, Inc.
and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account.

Tellimer Markets, Inc. 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, and does not expect to receive or intend to seek compensation for investment banking services from the subject company in the next three months. Tellimer Markets, Inc. has never owned any class of
equity securities of the subject company. There are no other actual, or potential, material conflicts of interest of Tellimer Markets, Inc. at the time of the publication of this report. As of the publication of this report, Tellimer Markets, Inc.
does not make a market in the subject securities.

About Tellimer

Tellimer is a registered trade mark of Exotix Partners LLP. Exotix Partners LLP and its subsidiaries ("Tellimer") provide specialist investment banking services to trading professionals in the wholesale markets. Tellimer draws together

liquidity and matches buyers and sellers so that deals can be executed by its customers. Tellimer may at any time, hold a trading position in the securities and financial instruments discussed in this report. Tellimer has procedures in place

to identify and manage any potential conflicts of interests that arise in connection with its research. A copy of Tellimer’s conflict of interest policy is available at www.tellimer.com/regulatory-information.

Distribution

This report is not intended for distribution to the public and may not be reproduced, redistributed or published, in whole or in part, for any purpose without the written permission of Tellimer. Tellimer shall accept no liability whatsoever for

the actions of third parties in this respect. This report is for distribution only under such circumstances as may be permitted by applicable law.

This report may not be used to create any financial instruments or products or any indices. Neither Tellimer, nor its members, directors, representatives, or employees accept any liability for any direct or consequential loss or damage

arising out of the use of all or any part of the information herein.

United Kingdom: Distributed by Exotix Partners LLP only to Eligible Counterparties or Professional Clients (as defined in the FCA Handbook). The information herein does not apply to, and should not be relied upon by, Retail Clients (as

defined in the FCA Handbook); neither the FCA'’s protection rules nor compensation scheme may be applied.

UAE: Distributed in the Dubai International Financial Centre by Exotix Partners LLP (Dubai) which is regulated by the Dubai Financial Services Authority (‘DFSA”). Material is intended only for persons who meet the criteria for Professional

Clients under the Rules of the DFSA and no other person should act upon it.

Other distribution: The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this document comes should inform themselves about, and observe, any such restriction.

Disclaimers

Tellimer and/or its members, directors or employees may have interests, or long or short positions, and may at any time make purchases or sales as a principal or agent of the securities referred to herein. Tellimer may rely on information

barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups of Tellimer.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this report may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the

U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements

comparable to those in effect within the United States. The value of any investment or income from any securities or related financial instruments discussed in this report denominated in a currency other than U.S. dollars is subject to

exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related financial instruments.

Frontier and Emerging Market laws and regulations governing investments in securities markets may not be sufficiently developed or may be subject to inconsistent or arbitrary interpretation or application. Frontier and Emerging Market

securities are often not issued in physical form and registration of ownership may not be subject to a centralised system. Registration of ownership of certain types of securities may not be subject to standardised procedures and may

even be effected on an ad hoc basis. The value of investments in Frontier and Emerging Market securities may also be affected by fluctuations in available currency rates and exchange control regulations. Not all of these or other risks

assogiated with the relevant company, market or instrument which are the subject matter of the report are necessarily considered. .
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