Future outlook

Record valuations of the oil bonanza years have given way to a deeper and more
sustainable volume of deal fows as economies diversify and regulatory reforms open
up new sectors to private investment. So while we do not expect to see an immediate
increase in deal volumes, we believe activity is likely to pick up towards the end of
2018 as governments progress with their privatisation agendas, particularly in energy
and infrastructure. This is likely to generate interest from international investors

as well.

Both family-owned businesses and conglomerates are
looking to diversify their holdings away from oil, real
estate and retail. Fintech, e-commerce joint ventures
and technology for the modernisation of industry and
manufacturing are all gathering interest, although — as
with much of the tech sector — assessment of the deal
potential and valuation remains a challenge and sectors
such as technology remain relatively small. We expect value
creation and exit planning to remain high on the agenda.
Family groups are now more willing to divest as they are
recognising the value creation opportunity from exiting
ex-growth or non-core businesses.

Accurately assessing tax considerations is increasingly

an important component of deal value. The region has
seen many recent tax developments aimed at moving tax
systems towards international best practices, such as the
introduction of VAT in some countries and alignment with
the OECD's Base Erosion and Proft Shifting Project, which
aims to create a coherent set of international tax rules. In
this environment, the tax policies of companies can create
both risks and opportunities for value creation in deals.

Looking ahead to late 2018 / early 2019, deal fow should
improve as restrictions on foreign ownership are eased
further, and regional governments advance with their
transformation agendas. The learning curve around the
transformation and privatisation agenda in KSA will
continue. Across the region the regulatory framework for
M&A is expected to be more supportive and should therefore
contribute to an improvement in deal activity.



Key takeaways

Corporate and family groups may increasingly look to M&A as organic growth proves
more challenging.

More financial investors planning exit strategies following investment surge in 2013-15, but

valuation gap that remains in many sectors will continue to present challenges. More exit
planning will be required.

New regulations for KSA M&A and a loosening of foreign ownership rules — although it might
be too early to see results fully feeding through in 2018.

Greater stability in Egypt, including the exchange rate and political landscape, has led to an

uptake in M&A activity with renewed interest from regional and international investors.

New sectors emerging such as technology but defensive sectors such as healthcare and
education still remain popular.

Cross-border deal flow will rise on the back of outbound diversification and inbound FDI
given the Middle East is now a strategic imperative for global companies seeking emerging

market growth.

Both buyers and sellers need to factor the recent changes to the tax framework (including
introduction of VAT) in their deal analysis. Increased use of W&I insurance should help
mitigate risks in certain situations, particularly on more complicated deals.

Act now

Careful exit planning

In the current environment,
Companies can no longer afford to

be reactive when it comes to exit
planning. Businesses and sponsors
will have to start early and plan
carefully to ensure that the business is
well prepared for demands of an exit
process, the growth story is properly
articulated and any potential deal
breakers are identified and dealt with
early on in the process.

Value creation

With exit conditions likely to be

less favourable than those at entry
across a number of sectors, a holistic
approach to value creation will be key
to unlocking value. This would entail
developing a full strategic blueprint
for the business which provides a
road map for creating value across

all aspects - and not limited to cost
optimisation measures only.

M&A strategy

Corporates and family businesses
looking at M&A to drive future growth
need to have a clear acquisition
strategy in place regarding what they
are planning to achieve through M&A
(synergies, diversification etc). Having
clear visibility on how any potential
targets fits with the Company's longer
term strategic plan is an imperative.
Careful consideration also needs to

be given to the best form of M&A to
achieve the desired objectives (e.g.
merger, alliances, acquisition etc.)
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