IPO Market Watch

Two IPOs in Q2
2016 in the GCC
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Continued muted IPO performance in the region as uncertainty
and volatile market conditions weigh on investors and issuers

IPOperformancein the Gulf Cooperation Council (“GCC”) in the second
quarter (“Q2”)of2016 remained lowas oil prices and global economic
volatility, regional politicalunrest as well as the recent UK vote onthe
referendumtoleave the European Union (“EU”), “Brexit”, continued to bring
uncertainty to GCCmarkets. The first regional offerings in Q2 2016 was by Al
Y amamah Steel Industries Co. that owns and operates steel plant factories,
who offered 15.24 millionsharesto the public (amounting to 30% ofthe
company’sshare capital)and raised proceeds of US$ 147 million. The second
offeringwasby L’azurde Company for Jewellery which designs, manufactures
and distributes precious metals in the MENA region, who offered 12.9 million
shares tothe public (amounting to 30% ofthe company’sshare capital) and
raised proceeds of US$127 million. Both companiesarelisted onthe Saudi
Stock Exchange, Tadawul.



Imitial Public Offerings (IPOs)

Period to period performance

Lookingat IPO performancein Q2 2016 Steven Drake, Head of Pwp’s Capitql Markets.and
comparedto the same period in the prior Accounting Advisory Services team in PwC Middle East,
year, the number of IPOs diminished by half said:

and the total proceedsraisedin Q2 2016 were o o o . :
approximately fourtimesless ascompared to WhllSlfL.mcertal‘nnes with oilpricesremain and regional
Q2 2015.In terms of [POperformance geo pollncs conn.r%ue %‘o play out,we 'would expect to see
compared to the previous quarter of thisyear, continuedvolatility in regional equity markets.
althoughthe number of IPO’s in Q2 2016 Valuathns tend to  fluctuate significantly in timeso f
doubled, the total money raised of US$274 uncertainty and investors tend to stay out o fequities.
million from the 2 offerings fell by 42% Any significant IPO activity we seein the short to

comparedto Q1 2016. mediumtermis therefore likely to be government
sponsored”. -
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Furthermore, IPOactivityin the firsthalf of
2016 (“H12016”) decreased compared to H1
2015, withtotal proceedsraised of US$745
millionviag deals,comparedto US$1.3
billionvia 5 deals. The Tadawulhasbeenthe
only active marketin H1 2016, albeit with
relatively low volumes.

Global IPOs

GlobalIPOissuance experienced a slowdownin H1 2016, compared to H1 2015. Nonetheless, activityin the
second quarter was higherthan in the first quarter of 2016. Easing measures fromthe ECBand Bank of Japan
remainin place, whilethe Fedis nowexpected toraise interestratesat a slower pace. Together with a recovery
ofoil prices, a decrease in volatility and improving economic indicators, investors were notably more upbeat
than in thefirst quarter.

The amount of financing raised through global IPOs fell by 49%in Q2 2016 compared to Q2 2015. Nonetheless,
compared to thefirst quarter proceedsincreased by 136%. GlobalIPO moneyraised stood at US$34.5 billion
via 241dealsin Q2 2016, compared to US$67.3 billionvia416 dealsin Q2 2015 and US$77.0 billionvia32s
dealsinQ2 2014.

Financial services issuers were again the most activein Q2 2016, raising US$11.9 billion from 51 IPOs,
representing 38% of proceedsonyear to date basis.

Despitetheselloff occurring post-Brexit on equity markets, the median performance of IPOs remains strongat
the end ofthe second quarter. Witha medianreturnof 13%for2016 IPOs,and 12%for 2015 I POs, these
outperform numerous other investment alternatives.



Bond and Sukuk markets

The GCCbond and Sukuk market demonstrated Sukuk Issuances
improved activityin Q2 2016 especially onthe
sovereignfront asthe market witnessed prominent
issuancesfromregional governments demonstrating
appetite for debt in the region still exists. However, the
lower oil prices, which has contributed to increased
budget deficitsand slower growth, hasled to same
creditdeterioration such as the recent downgrade by
ratingagencies of Saudi Arabia, Omanand Bahrain.

Bank Al-Jazirasuccessfully issued a US$533 million
10 year Sukuk, withan option for thelenderto
redeemthe Sukuk after five years.

On the sovereign front, the Central Bank of Bahrain
was an active contributorin the regionissuing three
Sukuk Al Salam eachworth US$114 million (BD 43
million) and three short term leasing type Sukuk each
worth US$69 million (BD 26 million).

BondIssuances

Q2 2016 marked one ofthelargest bondissuancesin '

the region by the Government of Qatar amounting to Steven Drake, Head of PwC’s Capital Markets and
US$9 billion, followed by the Government of Abu Accounting Advisory Services team in the Middle

Dhabiamounting to US$5 billion, its firstin 7 years. Eastregionsaid:
The Government of Qatar’s US$9 billionbond was a
[SEERFAINGHRERIERIVA S ENBEEM R VGNP EV N “Bond and Sukuk activity improved compared to
ofthe principal amount,a US$ 3.5 billionissuance with - R e e eyt o) A (LR L R er 1 M oL 2] 2

anissueprice0f98.963% of the amount, and US$2 issuances from regional governments such as of
billionissuance withan issue price 0f97.606% ofthe Qatar and Abu Dhabi and this is expected to pick
principal amount. The Government of Abu Dhabi up further in the next quarter as the Kingdom
issued US$5 billionofbonds witha US$ 2.5 billion prepares its first ever proposed USD1o billion
issuance with anissue price 0£99.753% ofthe bond issuance. However, challenging market
aggregatenominalamountanda US$2.5 billion with conditions and uncertainty amongst investors
anissueprice0f99.562% ofthe aggregate nominal and issuers may impact activity for the
amount. remainder of 2016 and a surge in borrowing cost

) ) couldweigh on market appetite. ”
In corporate bondsissuances, Gulf International Bank

BSC-RiyadhissueditsUS$533 million 5 yearbond
with a couponrate 0f3.4%, while Abu Dhabi National
Energy Co PJSC(TAQA) issued a US$1 billionbond,
spread into two senior notes tranches of US$500
millioneach,due in5 and 10 years respectively.
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