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 MENA Thematic 
 
 
Q&A at the EFG Hermes 2017 One on One 
Conference  

Macro Strategy Report 

At the One on One 2017 opening session we polled 510 international fund managers 

and institutional investors from 260 institutions, and 147 leading companies from 

MENA & Frontier on the outlook for the markets. 

MENA to outperform EM in 2017, Egypt the market of 
choice 

According to most participants (60%) MENA markets will outperform EM in 2017, but 

political instability (43% of votes) continues to be seen as the main source of risk for 

MENA markets, while potential for higher trade barriers (42% of votes) is seen as the 

key risk to global markets in 2017. Within MENA and frontier, most voters (46%) said 

Egypt will be the top performing market in USD terms in 2017, and most (41%) see 

the USD-EGP ending the year at 15-17. Within MENA sectors, most investors (32%) 

continue to see healthcare as the one with greatest performance potential in 2017. 

Finally, on Pakistan, 54% of voters said they expect the market to be lower in USD 

terms one year from now, in line with trends seen in previous EM upgrades.  

Consensus sees oil at USD50-60, MENA earnings to rise 0-
10% 

Most participants expected oil to end 2017 at USD50-60/bbl. The audience expected 

MENA earnings to rise by 0-10% in 2017, which is in line with consensus. We see low 

single digit earnings growth for 2017e, as we believe that Saudi Arabia earnings are 

unlikely to grow by 10% in aggregate for the year.  

USD pegs are here to stay, Fed will hike rates in 2017 

Despite consensus view on lower oil for longer, most participants (61%) believed that 

GCC pegs will not change by 2020. 56% of participants expect that the Fed will hike 

rates twice this year, but there was no view on whether or not EM funds will see net 

outflows in 2017 with votes split equally among the Yes and No answers. However, 

77% of participants said that passively managed funds will continue to grow at the 

expense of active AUMs. Moreover, despite big frontier markets (such as Pakistan, 

Qatar, and UAE) leaving the frontier index in recent years, 68% of the participants 

believed that frontier will continue to be a standalone offering, which is good news for 

Kuwait which most participants (55%) believe will remain a frontier market by 2020. 

Finally, very few participants expect Saudi Arabia to join MSCI EM by 2018, with most 

voters (34%) saying 2019 will be the year when Saudi Arabia gets upgraded. 

Moreover, most participants (39%) said that Aramco’s IPO value will be USD1-1.5tn.  

 

 

 

EM stocks outperformed MENA in 

2016. Will MENA outperform EM in 

2017? 

 
Which market will perform best in 
MENA and FM in 2017 (USD terms)? 
 

 

Which sector will see the best stock 

performance in MENA in 2017? 

 

 
 
Source: EFG Hermes One on One conference  
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Questions and Answers at the 2017 One on One Conference 

Figure 1: EM stocks outperformed MENA in 2016. Will MENA 
outperform EM in 2017? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 2: What is the greatest risk to MENA equities for the 
next three years? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 

 

Figure 3: What is the biggest risk for global markets in 2017? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 4: Where will Brent Crude oil end 2017? 
 

 

Source: EFG Hermes One on One Conference 2017 
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Figure 5: How many Fed rate hikes will we see in 2017? 

 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 6: Will we see any change in GCC currency pegs by 
2020? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 

 

 

Figure 7: Will EM funds see net outflows in 2017? 

 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 8: Will passively-managed funds continue to grow at 
the expense of active AUM? 
 

 

Source: EFG Hermes One on One Conference 2017 
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Figure 9: Are you willing to pay hard cash for investment 
research? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 10: Big frontier markets are being promoted to EM. 
Will frontier continue to be a standalone offering? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 
 
 

Figure 11: Markets usually drop the year after an MSCI EM 
upgrade. Will Pakistani stocks be higher or lower in USD 
terms in one year? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 12: Where will official USD-EGP trade at end 2017? 
 

 

 

Source: EFG Hermes One on One Conference 2017 
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Figure 13: By how much will MENA earnings rise or fall in 
2017? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 14: When will Saudi Arabia become part of the MSCI 
EM Index? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 
 
 

Figure 15: And when will Kuwait become part of the MSCI EM 
Index? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 16: What will be the IPO market cap of Saudi Aramco? 

 

 

Source: EFG Hermes One on One Conference 2017 
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Figure 17: Which sector will see the best stock performance in 
MENA in 2017? 
 

 

Source: EFG Hermes One on One Conference 2017 
 

 Figure 18: Which market will perform the best in MENA and 
FM in 2017 (USD terms)? 
 

 

Source: EFG Hermes One on One Conference 2017 
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We, EFG Hermes Research Team, hereby certify that the views expressed in this document accurately reflect my personal views about the securities and companies that are the 
subject of this report. I also certify that neither I nor my spouse(s) or dependents (if relevant) hold a beneficial interest in the securities that are subject of this report. I also certify 
that no part of my respective compensation, was, is, or will be directly or indirectly related to the specific recommendations or view expressed in this research report. 
 

Important Disclosures 
 
EFG Hermes Holding, or any of its subsidiaries or officers (other than the authors of this report) may have a financial interest in one or any of the securities that are the subject of 
this report. Funds managed by EFG Hermes Holding SAE and its subsidiaries (together and separately, “EFG Hermes”) for third parties may own the securities that are the subject of 
this report. EFG Hermes may own shares in one or more of the aforementioned funds or in funds managed by third parties. The author(s) of this report may own shares in funds 
open to the public that invest in the securities mentioned in this report as part of a diversified portfolio over which the author(s) has/have no discretion. The Investment Banking 
division of EFG Hermes may be in the process of soliciting or executing fee-earning mandates for companies (or affiliates of companies) that are either the subject of this report or 
are mentioned in this report. Research reports issued by EFG Hermes are prepared and issued in accordance with the requirements of the local exchange conduct of business rules, 
where the stock is primarily listed. 
 

Investment Disclaimers  
 
This research report is prepared for general circulation and has been sent to you as a client of one of the entities in the EFG Hermes Group and is intended for general information 
purposes only. It is not intended as an offer or solicitation or advice with respect to the purchase or sale of any security.  
 
It is not tailored to the specific investment objectives, financial situation or needs of any specific person that may receive this report. This research report must not be considered as 
advice nor be acted upon by you unless you have considered it in conjunction with additional advice from an EFG Hermes entity with which you have a client agreement. We 
strongly advise potential investors to seek financial guidance when determining whether an investment is appropriate to their needs.  
 
Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate on fundamental analysis of the company’s future 
prospects, after having taken perceived risk into consideration. We have conducted extensive research to arrive at our investment recommendation(s) and fair value estimate(s) for 
the company or companies mentioned in this report. Readers should understand that financial projections, fair value estimates and statements regarding future prospects may not 
be realized. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice. 
 
Although the information in this report has been obtained from sources that EFG Hermes believes to be reliable, we have not independently verified such information and it may 
not be accurate or complete. EFG Hermes does not represent or warrant, either expressly or implied, the accuracy or completeness of the information or opinions contained within 
this report and no liability whatsoever is accepted by EFG Hermes or any other person for any loss howsoever arising, directly or indirectly, from any use of such information or 
opinions or otherwise arising in connection therewith.  
 
The decision to subscribe to or purchase securities in any offering should not be based on this report and must be based only on public information on such security and/or 
information made available in the prospectus or any other document prepared and issued in connection with the offering. 
 
Investment in equities or other securities are subject to various risks, including, among others, market risk, currency risk, default risk and liquidity risk. Income from such securities, 
and their value or price may therefore fluctuate. Basis and levels of taxation may change which would impact the expected return from such securities. Foreign currency rates of 
exchange may affect the value or income of any security mentioned in this report. Investors should therefore note that by purchasing such securities, including GDRs, they 
effectively assume currency risk.  
 
This report may contain a short- or medium-term recommendation or trading idea, which underscores a near-term event that would have a short-term price impact on the equity 
securities of the company or companies’ subject of this report.  Short-term trading ideas and recommendations are different from our fundamental equity rating, which reflects, 
among other things, both a longer-term total return expectation and relative valuation of equity securities relative to other stocks within their wider peer group. Short-term trading 
recommendations may therefore differ from the longer-term stock’s fundamental rating. 
 

For Entities and Clients in the United States 
 
EFG Hermes Holding SAE is not registered as a broker-dealer with the US Securities and Exchange Commission, and it and its analysts are not subject to SEC rules on securities 
analysts’ certification as to the currency of their views reflected in the research report. EFG Hermes Holding SAE is not a member of the Financial Industry Regulatory Authority 
(FINRA) and its securities analysts are not subject to FINRA’s rules on Communications with the Public and Research Analysts and Research Reports and the attendant requirements 
for fairness, balance and disclosure of potential conflicts of interest. 
 
This research report is only being offered to Major US Institutional Investors and is not available to, and should not be used by, any US person or entity that is not a Major US 
Institutional Investor. EFG Hermes Holding SAE cannot and will not accept orders for the securities covered in this research report placed by any person or entity in the United 
States. EFG Hermes Holding SAE is an affiliate company of Financial Brokerage Group (FBG), located at B129, Phase 3, Smart Village – KM28 Cairo, Alexandria road 6 of October 
12577 – Egypt. FBG has a 15a-6 chaperoning agreement with Brasil Plural Securities LLC, a FINRA member firm, located at 545 Madison Avenue, suite 801, ZIP 10023, NYC – NY, 
USA. Orders should be placed with our correspondent, Brasil Plural Securities LLC 212-388-5600. 
 
A Major US Institutional Investor who may receive and use this report must have assets under management of more than USD100,000,000 and is either an investment company 
registered with the SEC under the US Investment Company Act of 1940, a US bank or savings and loan association, business development company, small business investment 
company, employee benefit plan as defined in SEC Regulation D, a private business development company as defined in SEC Regulation D, an organization described in US Internal 
Revenue Code Section 501(c)(3) and SEC Regulation D, a trust as defined in SEC Regulation D, or an SEC registered investment adviser or any other manager of a pooled 
investment vehicle.   
 

Investment Banking Business 
 
EFG Hermes, or any of its subsidiaries does and seeks to do business with companies mentioned in its research reports or any of their affiliates. As a result, investors should be 
aware that the firm or any of its subsidiaries may have a material conflict of interest that could affect the objectivity of this report. 
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Guide to Analysis 
 
EFG Hermes investment research is based on fundamental analysis of companies and stocks, the sectors that they are exposed to, as well as the country and regional economic 
environment. 
 
In special situations, EFG Hermes may assign a rating for a stock that is different from the one indicated by the 12-month expected return relative to the corresponding fair value. 
For the 12-month long-term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms: 
 

 
 
EFG Hermes policy is to update research reports when appropriate based on material changes in a company’s financial performance, the sector outlook, the general economic 
outlook, or any other changes which could impact the analyst’s outlook or rating for the company. Share price volatility may cause a stock to move outside of the longer-term 
rating range to which the original rating was applied. In such cases, the analyst will not necessarily need to adjust the rating for the stock immediately. However, if a stock has been 
outside of its longer-term investment rating range consistently for 30 days or more, the analyst will be encouraged to review the rating. 
 

Copyright and Confidentiality 
 
￼No part of this document may be reproduced without the written permission of EFG Hermes. The information within this research report must not be disclosed to any other 
person if and until EFG Hermes has made the information publicly available. 
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Fax +20 2 35 37 0939 which has an issued capital of EGP3,259,255,500. 
 
Reviewed and approved by EFG Hermes KSA (closed Joint Stock Company) which is commercially registered in Riyadh with Commercial Registration number 1010226534, and EFG 
Hermes UAE Limited, which is regulated by the DFSA and has its address at Level 6, The Gate, DIFC, Dubai, UAE. The information in this document is directed only at 
Institutional investors. If you are not an institutional investor you must not act on it. 
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no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI 
and the MSCI indexes are services marks of MSCI and its affiliates. 
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