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Executive Summary

Preliminary data suggest that the real GDP growth rate rose from 4.3% in 3Q
FY2016/17 to 4.9% in 4Q FY2016/17. Final consumption is estimated to lead the
contribution to the real GDP growth, albeit with a declining on tight monetary and
fiscal measures. We note that the external sector contribution to the real GDP
growth turned positive in 3Q FY2016/17 on a narrower trade deficit following the
exchange rate liberalization. We expect such an improvement to continue in 1Q
FY2017/18. On a sectoral level, the improvement of tourist arrivals was reflected in
a positive contribution to the real GDP for the first time since 2Q FY2014/15.
Meanwhile, the hype in the oil and gas sector was also translated into a positive
contribution to the real GDP growth. We expect such a positive contribution to rise
in the future as Zohr field becomes fully operational. While we expect the real GDP
growth rate to slowdown in 1Q FY2017/18, we maintain our full fiscal year real
GDP growth rate at4.5% in FY2017/18.

The unemployment rate stabilized at 11.98% in 4Q FY2016/17, versus 12.00% in
3Q FY2016/17. The latest figures showed a stable job creation pace across
different sectors. On the other hand, the participation rate continued to decline
from 46.40% in 2Q FY2016/17 to 45.40% in 4Q FY2016/17 as the labor force
growth decelerated from 2.8% YoY in 1Q FY2016/17 to 2.3% YoY in 4QFY2016/17.
While the low participation rate in Egypt has more structural origins, we believe
that the current downward trend is temporary due to the pessimistic sentiment at
the early stage of implementing such a broad economic reform program. As further
signs of economic recovery emerges, the disappointed part of the working-age
population would gradually turn active again.

Aggregate system deposits expanded by 6.1% in 2Q17 with a CAGR of 2.0%. The
growth was mainly fueled by heavyweight household deposits that expanded a
CAGR of 2.4% in contrast to corporate deposits that grew at a CAGR of 0.7%.
qguarter-end. Total system loan growth lagged behind deposit growth as it
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expanded by 1.9% in 2Q17 driven by private business sector lending that grew with
a monthly CAGR of 0.9%.

Net Interest income (NIM) jumped from 4.0% as of 4Q17 to record 4.6% as of
1Q17. NPL ratio inched down slightly in 1Q17 but remained high at 5.7% with a
stable coverage ratio of 99.1%. Capital Adequacy Ratio strengthened in 2Q17 to
stand at 11.9% as banks resorted to raising capital.

EGX30 underperformed EGX70 and EGX100 MTD, and small caps remain to be the
biggest winners YTD. Household products and healthcare sectors are the top
performers YTD. Foreign investors continue to be net buyers for the sixth month
straight.
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Real GDP acceleratedto 4.90% in 4Q FY2016/17

The real GDP growth rate accelerated from 4.3% YoY in 3Q2016/17 to 4.9% YoY in 4Q2016/17 This has been supported by a positive contribution from the extemal sector as the trade deficit
narrows following the recently implemented reform measures
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On the sectoral level, the contribution of both ‘hotels and restaurants’ and extractions tumed The private sector economic activity contribution to the real GDP growth remain positive, which
positive in 3Q2016/17, reflecting the improvementin tourism and the oil & gas production defies a contracting PMl since 2013
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Unemployment rate stabilized at 11.98% in 4Q FY2016/17

The unemployment rate stabilized at 11.98% in 4Q2016/17, versus 12.0% in 3Q2016/17 The sectoral breakdown shows that job creation has been stable across various sectors in 4Q
FY2016/17
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The main concern remains the participation rate decline as the labor force growth rate Both male and female participation rate dedined marginally to 69.20% and 21.00%, respectively, in

slowed down. This suggests that a part of the working-age population have stopped looking 4Q2016/17

for jobs
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Deposits expand mainly on household savings; System loan

wth slows down geared by Private Business sector lending

System deposits had a monthly CAGR of 2.0% over 2Q17 vs. a CAGR of 1.4% a quarter

earlier. System deposits growth in June which recorded 2.4% was the highest MoM growth
witnessed over2Q17.

FCY deposits in USD terms had a CAGR of 1.1%, while LC deposits had a CAGR of 2.4% over 2Q17.
FCY deposits stood at USD38.3 billioninJun-17.
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System loans had a monthly CAGR of 0.6% over the quarter vs. first quarter monthly CAGR Foreign currency lending was dedining MoM in real terms during Feb-17 to Apr-17 (latest

of 1.5%, geared by private business sector lending CAGR of 0.9%. Loans also witnessed the available), shrinking by a CAGR of 1.5% YTD. While LC loans expanded by a monthly CAGR of 3.1%
slowest MoM growth and slowest YoY growth inJune-17 post policy rate hike in May. YTD.
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LDR softens; NIM maintain strength; NPL ratio improves; CAR shows recovery signs sequentially

LDR slippedt045.1% in Jun-17vs. 47.0% inJun-17; LCY-LDR improved to 43.4% while FCY-LDR

CAR strengthened and recorded 11.9% in Mar-17 vs. 11.3% in Dec-16 — as more banks resorted to
recorded44.1% in Jan-17 down from 53.2% in Mar-17

distribute stock dividends and issue new capital to boost capital post EGP flotation.
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Sufficient provisions coverage ratio maintained at 99.1% as of 1Q17; providingasolid cushion
againstthe high NPLratio of 5.7% in 1Q17 down from 5.8% in Dec-16.

Source: CBE, Pharos research

NIM strengthens and records 4.6% as of 1Q17. We expectagradual ease in margins by June-end

2017.
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Small caps the biggest winners YTD; Foreigners continue to emerge as net buyers PHAROS
EGX30 slumpedin USDterms, but rose in EGP terms post flotation EGX70 slumpedin USDterms, but rose in EGP terms post flotation and continued an upward
trendsince then
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BasicResources Sector and Chemicals Sectorhave apositive MTD performance, while Household
Products hasthe best YTD performance followed by Healthcare. Financial Services, and Travel and
Leisure have the worst performance of -7.0% MTD, also Financial services has the worst YTD

Netforeign purchasesinto EGX slowed down massively, post the 4% interest rate hike
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EGX Still Cheaper Than Emerging Market Peers

Relative to potential ROE, Egyptis ahead of peers
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Egypt cheaperthan emerging markets on P/E multiples
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EGX30 at 11.4x P/E 2017; Should rerate to 14.0x by 2017 end
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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 or implied, 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 reportis 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.
customerinthe securities described in this reportmustbe 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 Regulatory 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-regulatoryorganization.

Analyst Certification. Each of the analysts identified in this report certifies, with respect to the companies
or securties 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
expressed 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 persons 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 regarding, among other things, communications with a subject company, public
appearances and trading securities held bya research analystaccount.

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. Itis not to be reproduced under
any circumstances and is notto be copied or made available to any person other than the recipient. Itis 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 established 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
guantity 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. LXMLLP 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 marketin the subjectsecurities.
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