IPO Market Watch

One IPO in Q1 2016
in the Kingdom

GCC quarterly IPO Activity
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Despite a significant offering in Q12016, volatility remains and
activitylevels stay low

IPOperformancein the Gulf Cooperation Council (“GCC”) in the first
quarter (“Q1”) of 2016 remained relatively sluggishin termsofthe
number of IPOs asvolatility in oil prices and the slowdown in the global
economic environment impacted capital markets activity. Howeverthe
valueoftheonly offeringin the quarterimproved significantly proving
investorappetite existsfor companiesthat have the right equity and
growth storyand operate in defensive sectors such as healthcare and
education. The Kingdom of Saudi Arabiawasthe only active IPOmarket
in Q1 2016 with one offering in March. Middle East Healthcare Company

wc (MEAHCO) thatownsand operatesthe Saudi Germanhospitals offered
27.61millionsharesto the public (amountingto 30% of the company’s
share capital) and raised proceeds of USD47 1 million. The company listed
on the Saudi Stock Exchange, Tadawul.



Initial Public
Offerings (IPOs)

Period to period performance

Lookingat IPOperformancein Q1 2016
compared to the same period in the prior
year,althoughthere wasjust oneIPO, the
totalvalueraisedin Q1 2016 was 2.5 times
higherthancomparedto thesameperiodin
the prior year. Furthermore, looking at
performance in the previous quarter, the one
IPOin Q4 2015,alsolistingonTadawul,
raised USD101million, representing21% of
the amount raisedin Q1 2016.

Tadawulhasbeenthe mostactive market
during the pasts quarters, if not the only one
and is expected to remainthe market with the
highest activity in the GCCtakinginto
accounttheforthcoming IPOs currently in the
pipeline.

GlobalIPOs

Steven Drake, Head of PwC’s Capital Markets and
Accounting Advisory Services team in the Middle East
said:

“The key elements characterising the 2015 capital
marketsperformance related to uncertainty over oil
prices andthe geo-political developmentsin the GCC
region which continued during the first partof2016.
Howeverthe GCCpipeline for the remainder 2016 looks
promising. IPOsputonholdin 2015dueto regional
instability are expected to come backin 2016 as lower oil
prices become the normand arefactoredinto the market.

Overthelongertermw e would expect to see positive
impactsonthe Saudi Arabia equity marketsin particular
as result ofthe recently announced governmentreforms
althoughit is difficult to predict exactly whenthat might
be. Similarly, the Capital Market A uthority (CMA) desire
to increase the number of SaudiA rabia listed entitieson
the Saudi exchangeis expected to havea positive impact
onIPOvolumesin themediumterm.”

—

GlobalTPOissuance experienced a significant slowdownin Q1 2016.The first quarter ofthey earis usuallya
quietperiod which coupled with highlevels ofvolatility, resulted in a weaker global growth outlook with a drop
in oil prices, and overall diverging central bankpolicies takinga toll on equity markets.

The amount of financing raised through global IPOs fell by 66% in Q1 2016 compared to Q1 2015, makingit the
slowest first quarter since the eruption ofthe financial crisis. Global IPOmoneyraised stood at USD14.2 billion
from 141dealsin Q1 2016, compared to USD42.3 billion from 252 deals in Q1 2015 and USD50.7 billion from
240 dealsin Q1 2014.

Despiteincreasingworries about banking profitabilityin an environment of negative interest rates, financial
services issuers proved the mostactive in Q1 2016, raising USD6.3 billion from 23 IPOs, followed by companies
within consumer goodsissuers whichraised USD2.2 billion from 20 IPOs and healthcare, asthird, raising
USD1.8 billion from24IPOs.

Bond and Sukuk markets

The GCCbond and Sukuk markets have improved in Q1 2016 compared to Q4 2015irrespective of overall
activity remaining muted. We saw some positive sentiment towards the end of the quarter, however investors
remain price sensitive and susceptible to challenging market conditions, and therefore bond and Sukuk pricing
was higher, generating additional challenges when pricingand closing transactions. Infactseveral companies
put on hold or delay their Sukuk/bond raising aspirations for pricing reasons.

BondIssuances

In sovereignissuances, the Central Bank of Kuwaitand the Central Bank of Bahrain were the mostactive
players during this quarter. The Central Bankof Bahrainissued10 treasury billseach worth USD 184 million
(BD 7 0 million) with maturities of three months, three treasury billseach worth USDg92 million (BD 35
million) with maturities of six months and one treasury billworth USD526 million (BD20oomillion)with a
maturity of oneyear. Theissuanceswith three month maturities from the Central Bankof Kuwaitamounted
to USD2.6billion (KWD 775 million), whileissuances with six month maturitiesamounted to USD 1.4 billion
(KWD 425 million).



ICICI Bank (UAE Branch) wasamongst the most
prominent issuancesin termsof corporate bonds
together with Burgan Bank (Kuwait). ICICI Bank
issuedits USD700 million10yearbond witha
coupon rate of 4%, while Burgan Bank issued its
bondin two tranches: subordinated notes of
USD1 00 million (KD30.1 million) with a fixed
interestrate of 6% maturingin 10 years, and
subordinated notes of USD233 million (KD 69.9
million) with a floatinginterest rate 0f3.95%
abovethe Kuwait Central Bank rate maturing in
10 years.

Sukuk Issuances

Dubai Islamic Bank successfully issued USD500
million 5 year Sukukattracting geographically
diversified investors from Europe, Asiaand the
MENA region. The offering was 2.4 times
oversubscribed.

On the sovereign front, the Central Bank of
Bahrainwas one ofthe mostactive playersin the
regionissuingthree Sukuk AlSalam each worth
USD 113 million (BD 43 million) and three short
term leasing type Sukuk eachworthUSD 68
million (BD26 million).

Steven Drake, Head of PwC’s Capital Markets and
Accounting Advisory Services team in the Middle
Eastregionsaid:

“Bond and Sukukmarketswererelatively quietin
the first quarter (I)f2 016; albeit activity improved
compared to thelast quarterof2015 andis
expectedto pick up further in the next quarter.
How ever,uncertainmarket conditionsfor the
remainder of2016 continue to cause uncertainty
within the investor community and the debt
market in general.

In February 2016, Standard & Poor’s :
downgraded SaudiArabia, Omanand Bahrain

due tothe prolonged decline of oil priceswhich
emphasizesthe needforactions fromthose
governments to reduceits high dependence onoil
exports. The structural reforms announced by
several GCCgovernments are anticipatedto
diversify public revenuesfromoildependence
and to restrict the public expenditure. Ifthese
reforms achieve their stated goalswe would then
hopefully see future re-ratings having a positive
e ﬁ‘gc tontheregional debtmarkets.”
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About Capital Markets Watch GCC

Capital Markets Watch GCCsurveys conventionalbond and
Islamicissuance and new primary market equity IPOs onthe
GCC’s principal stock markets and market segments
(including exchangesin Kingdom of Saudi A rabia, Kingdom
ofBahrain, Kuwait, Sultanate of Oman, Qatar and the United
Arab Emirates) on a quarterly basis. This surveywas
conducted between 1 January2016 and 31 March 2016 and
capturestherelevantdatabased ontheirtransactiondate.
Capital Markets Watch GCCis prepared by PwC Middle East

Steve Drak ¢
p a?tfer, Head of PWCSs (www.pwe.com/me). Allmarket data is sourced from
Capital Markets and publically available information andhasnot been
Accounting Advisory Services independently verified by PwC.
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