Egypt Equity Strategy|

The Golden Time of EqualWeight

“Short-term” upside is limited; Further
potential is down the line in 2017

=

The market has started to cool off, after four weeks of strong steam. As
of Thursday’s close, most of the EGX30 constituents were trading close to
our target prices, within 5-10% above or below.

Marker realized its
potential in 2016

The market knocked all doors: Sector and size rotations

Since floatation, market participants have tapped all sectors, with DCF potentials
2017 potential is being confirmed for one sector after the other, starting with financial institutions,

. . . real estate players and ending with industrials. In addition, mid and small cap stocks
healthy' but will kick-in have finally started to move with local investors looking for out of the box ideas, that
within 6-8 weeks are away from the blue chips.

. Some thoughts on valuations at this point
Lock in some profits; ! .

Maintain positive
medium-term stance

1. Market prices have reached close to full potential for FY2016, on DCF and multiples’
bases.

2. Shifting models one-year down the line has created an additional upside potential
of 15-25% from the current DCF valuations, with the absence of the 2016 floatation
pains for some industrial producers and with potential positive developments that
might materialize in 2017, improving the financial performance for the different sectors,
including:

a- Potential lending and non-funded income growth pick-up by mid-2017

b- Potential upgrade in asset based valuation for real estate companies in specific, due
to floatation and the re-pricing of real assets

c- Higher replacement cost for heavy-capex industrial producers (whether consumer
staples, durables or construction and building material players)

d- Higher pricing of products across the board to save margins and to what extent
will volumes get affected

These developments will be further confirmed by 1Q2017, where more solid and visible
developments will have become more obvious.

3. EGX30 constituents are still trading at attractive FY2017 multiples, despite the DCF
valuations being stretched.

Lock-in‘some’ profits short-term; Maintain positive medium-
term stance

This leads us to the conclusion, that “short-term” potential is definitely limited, but
several development down the line in 2017 (probably by early 1Q2017), the rerating
will start to materialize to eventually reach higher potential from where we are now.
According to our calculations on EGX30, the index might hit 14,500 by the end of 2017.
The market is currently trading at a market cap weighted average of 9.5x P/E FY2017
and 1.6x P/B FY2017.
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EGX30 At a Glance

STOCK Bloomberg Closing FV Upside FV | Upside | P/E (x) P/B (x) Div.YId (%) EV/EBITDA (x)
EXG30 Constituents Code Price FY16 end FY16 end FY17 end FY17 end 2016 2017 2016 2017 2016 2017 2016 2017
CIB COMI EY 38.20% 67.44 69.58 3.2% 85.79 27.2% 13.9 11.3 39 3.2 1.6% 2.0% - -
EFG-Hermes Holding HRHO EY 6.34% 20.18 20.25 0.3% 25.00 23.9% 304 338 13 13 5.0% 0.0% — ---
Talaat Moustafa Group Holding TMGH EY 5.93% 8.83 10.00 13.3% 14.70 66.5% 16.5 14.5 0.7 0.6 2.2% 2.5% 1.3 10.4
Global Telecom Holding GTHE EY 5.82% 6.11 6.25 2.3% 6.37 4.3% 12.7 12.5 3.2 23 0.0% 0.6% 29 3.0
Medinet Nasr Housing MNHD EY 4.32% 19.25 20.39 5.9% 27.33 42.0% 228 17.0 6.4 4.5 0.3% 0.2% 16.6 12.2
Eastern Tobacco EASTEY 3.82% 288.00 300.00 4.2% 330.00 14.6% 10.4 8.6 25 2.2 4.2% 5.3% 55 4.7
El Sewedy Electric SWDY EY 3.63% 76.97 89.95 16.9% 97.98 27.3% 6.8 7.1 22 1.9 4.9% 5.5% 6.1 52
SODIC OCDIEY 3.58% 16.28 19.74 21.3% 24.84 52.6% 13.2 10.5 1.5 13 - 16.2% 10.8 10.8
Palm Hills Developments PHDCEY 3.46% 3.19 3.47 8.8% 4.22 32.2% 13.9 1.1 1.1 1.0 1.6% 2.3% 13.5 1.1
Telecom Egypt ETELEY 3.25% 9.90 10.25 3.5% 11.02 11.3% 52 5.6 0.6 0.6 8.7% 8.8% 49 4.9
Pioneers Holding PIOH EY 2.51% 11.35 12.10 6.6% 14.70 29.5% - - --- - - - - ---
Ezz Steel ESRS EY 2.25% 11.77 11.92 1.3% 14.35 21.9% - 214 2.2 2.1 0.0% 0.7% 10.5 7.1
Egypt Kuwait Holding EKHO EY 1.86% 8.85 10.50 18.6% 11.58 30.9% 9.6 79 1.1 1.0 4.8% 5.9% 74 6.7
Heliopolis Housing HELIEY 1.69% 83.12 89.17 7.3% 97.85 17.7% 24.8 554 125 124 2.6% 1.2% 215 41.7
Edita Food Industries EFID EY 1.54% 14.00 14.60 4.3% 16.50 17.9% 46.8 284 8.1 6.9 1.0% 1.5% 216 16.8
Ghabbour Auto AUTO EY 1.38% 2.69 3.50 30.1% 3.94 46.6% 133 8.0 0.8 0.7 4.8% 4.5% 7.5 6.7
Emaar Misr for Development EMFD EY 1.33% 3.08 3.39 10.1% 4.73 53.5% 13.6 10.1 1.9 1.6 3.6% 5.4% 125 9.0
Citadel Capital CCAP EY 1.29% 0.97 1.00 3.1% 1.00 3.1% - - 1.9 4.8 - - 58.0 459
OTMT OTMT EY 1.26% 0.87 0.98 12.6% 1.22 40.5% 9.3 9.5 1.1 1.0 - - 217.2 1741
Orascom Construction (Egypt) ORASEY 1.12% 100.87 114.00 13.0% 129.20 28.1% 7.5 53 1.2 1.0 0.0% 1.4% 2.7 22
Arabian Food Industries (DOMTY) DOMT EY 1.04% 7.22 8.20 13.6% 10.91 51.1% 222 17.4 4.0 35 1.3% 1.7% 127 9.5
Arab Cotton Ginning ACGCEY 0.75% 3.74 4.10 9.6% 4.95 32.4% . - - — . . — -
Egyptian Resorts Company EGTS EY 0.65% 0.95 1.04 9.5% 1.86 96.0% 204 11.0 1.1 1.0 - - 14.8 8.3
Arabian Cement ARCCEY 0.62% 7.84 8.58 9.4% 9.23 17.7% 9.8 74 20 1.8 6.8% 7.3% 4.5 4.2
Amer Group Holding AMER EY 0.55% 033 0.35 6.1% 0.40 21.2% 6.0 4.5 0.9 0.9 5.2% 5.8% 26 1.9
Porto Holding PORT EY 0.48% 0.31 0.35 12.9% 0.40 29.0% 16.3 7.2 25 2.2 5.5% 6.4% - -
Arabia Investments & Development AIND EY 0.39% 0.95 1.00 5.3% 1.00 5.3% - - - - - - - -
Elsaeed Contracting & Real Estate UEGCEY 0.34% 0.95 1.00 53% 1.00 5.3%
Cairo Oils and Soap COSGEY 0.29% 2532 26.95 6.4% 29.95 18.3% - - - - - --- --- -
Egyptian Iron & Steel IRON EY 0.27% 6.74 7.50 11.3% 7.90 17.2% - - - - - - - -

EIGHTED EGX30 VALUATION
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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.




