IPO Market Watch

One IPO 1n Q4
2015 in the
Kingdom

GCCIPO activity
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OneIPOinthe GCCin Q4 2015 bringing avolatileyear
for capitalmarkets to an end

The final quarter (“Q4”) of 2015echoed the sluggish IPO
performancein Q3 provingthat 2015wasa volatileyear for IPOs in
the Gulf Cooperation Council (“GCC” or the “Gulf”). The theme of
uncertainty and negative market sentiment materialised in the
second half (“H2”) of 2015 on the back of fluctuations in oil prices
and ongoingregional and global political and economic instability,

according to PwCMiddle East Capital Markets and Accounting
AdvisoryServicesteam.
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Initial Public
Offerings (IPOs)

Period to period performance

The Kingdom of Saudi Arabia witnessed the
only IPOin Q4 2015by Alandalus Property
Co.whichraised USD101millionfromthe
deal. TheIPOwasoversubscribed and well
received by investors and marked the first
real estate sector offering on the Saudi Stock
Exchangein fiveyears. Q3 of2015sawno
IPOs while Q2 provedtobe the strongest
quarterin termsofthe number of offerings
(4) and themoneyraised (USD 1.2 billion).

Lookingat IPOperformancein Q4 2015
compared tothe same quarterin the previous
year (Q4 2014), the number and money raised
was considerably higherin the prioryear with
USD 7 .3billionfrom a total of 5 floats, mainly
driven by thelargest IPOin the GCCin 2014
by National Commercial Bank.

With no IPOs in Q3 of 2015, the total money
raisedin H2 2015was USD101million from
one offering while USD 1.3 billionwasraised
from 5IPOs in H1 driven by a stronger Q2
performance duringtheyear. Intermsof
performancein H2 2015comparedtothe
prioryear, atotalof7 IPOs raised USD 8.9
billionin H2 2014. Therefore, in many ways
Q4 2015 was a disappointing quarter for IPO
performance.

Yearon yearperformance

Steven Drake, Head of PwC’s Capital Markets and
A ccounting Advisory Services teamin the Middle East
said:

“The theme throughout 2015 has been fluctuation in oil
prices,regionalpoliticalinstability and global economic
downturn, whichwe haveseen hasimpacted the Gulf’s
IPOmarketviadecline in valuations, negative investor
sentiment, andmore so in the second halfofthe year
wheretherewas only one listing in sixmonths. Over the
past couple ofyearswew ere accustomedto seeing
successful IPOs and anactive capital market during Q4.
Houw ever, the continued uncertainty has caused investors
to become evenmore cautious with equitiesas an

investment class thuslosing confidence in the market
resulting in issuers postponing any plansto go to
market.

The outlookfor 2016 remains uncertain and until the
factorslI justmentioned beginto recover, it willbe
difficult for investors andissuers to regain confidence
and come backto the market. There are many strong
regional fundamentals however and so we hope markets
recoverin 2016 asmany companies are now preparing
and waiting for theright timeto IPO.” a

—

Total proceedsin 2015 stood at USD 1.4 billion from6 deals compared to USD10.8billionraised from 16 deals
in 2014, USD 702 million from 9 deals in 2013, USD 1.7 billionfrom 9 deals in 2012, USD7 89 millionfrom 9
dealsin2011 and USD2.0billionfrom 12 deals in 2010, provingthat although 2015wasthelowestyearin
termsofnumberofofferingsoverthe past5 years, the total value of offerings improved. Furthermore inthe
same period, excluding 2014, the average offeringvalue of IPOs in 2015wasthehighest. The Saudi Ground
Servicesoffering backin June marked thelargest IPO during 2015 raising USD7 52 million.

Inthe GCC, Saudi Arabiadominated theIPOmarketin 2015in terms of number of offerings (6) accounting for
67% ofthetotal proceeds raised (USD1.1 billion), accountingfor 77% ofthe total. The two other offerings were
in Oman by Phoenix Power and on Nasdaq Dubai, United Arab Emirates by Orascom Construction Limited.

GlobalIPOs

GlobalIPOissuance in 2015 wasreasonably strong, despite increased volatility (among others due to China
related concernsand the fear of a US Federal Reserve rate hike) and substantial M&A and private market
transaction activity. Particularly in Q4, the IPO market was driven by large privatisation IPOs.

As comparedtoaveryactive 2014, total money raised via IPOs fellby 26% from USD 27 2.5 billionto USD
200.7 billionin 2015 while the number of TPOs decreased by only 1% from 1,154 t0 1,144 in 2015. Nonetheless,
bothin termsofmoneyraised and number of IPOs, global issuance in 2015 was reached itssecond highest

level since 2010.

GlobalIPOmoneyraised stood at USD 69.0 billionvia 305 dealsin Q4 2015, compared to USD7 5.2 billion via
342 dealsin Q4 2014 and USD77.5billionvia327 dealsin Q4 2013.



Bond and Sukuk
markets

Debt marketactivityin the GCCin Q4 2015
continued to be muted mirroring performance in
the previous quarter and underlying the recurring
themewitnessed in the equity markets. During
H2 we started to seethe effects of the prolonged
decline inoilpricesand the anticipated U.S.
interestrate hikes and regional liquidity
constrainsbeginning to manifest in the debt
market withinvestors anticipatingand closing
positionsbefore the end of November.

BondIssuances

The Kingdom of Bahrain actingthrough the
Ministry of Finance was one of the predominant
issuancesthisquarterissuinga five-yearbond
pricedat5.875%in the amountof USD700
millionanda ten-yearbond priced at 7.000%in
the amount of USD 800 million. The National
Bank of Oman issued a USD 300 million
perpetualbond carryinga couponof7.875%.

Sukuk Issuances

On the Sukukfront, Nasdaq Dubaiwelcomed a
ten-year USD 500 million Sukuk by Majid Al
Futtaim carrying a coupon of 3.5%and the
Governmentofthe Sultanate of Oman,
represented by the Ministry of Finance issued its
first five-year sovereign Sukuk issued by the
Sultunate in theamountof USD 649 million
carrying a coupon of 3.5%.

SteveDrake, Head of PWC’s Capital Marketsand
Accounting Advisory Services teamin the Middle
Eastregionsaid:

“We have seendampened activity bothin the
bondandSukukmarketsthis quarter
demonstrating thatthe region cannotremain
immuneto external factors. Notably during 2015
perpetualnotesappeared to bein demand by
nvestorsandwe saw severaldeals cometo
market thisyear both from banks and corporates.

We should expect 2016 to show improvements in
the debt market particularly sovereignissuances
as the continued slumpin oil f)rices widens deficit
gaps. Governments in the Gulfwillneed to raise
funds andtapping into the debt market is one
way ofdoing so. The concern however is the

potentialincrease in supply which may result in
anincreasein the cost of borrowing.”

IntermsofU.Sinterestrate hikes, going into
2016weareyetto see how thiswillfactor into the
market andregional issuances. With Gulf
currency’sbeing peggedto the US dollar we saw
some governmentsincreasing interestrates
meaning borrowing frombanks may become
more expensive and raising funds viaissuing
bondsor Sukukwill bea more attractive option.”
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About Capital Markets Watch GCC

Capital Markets Watch GCC surveys conventional
bondand Islamicissuance and new primary market
equity IPOs on the GCC’s principal stock marketsand
market segments (includingexchangesin Kingdom of
Saudi Arabia, Kingdom of Bahrain, Kuwait, Sultanate
ofOman, Qatarandthe United Arab Emirates) on a
quarterly basis. Thissurvey was conducted between 1
October 2015 and 31 December 2015 and captures the
relevantdatabased ontheirtransactiondate. Capital
Markets Watch GCCis prepared by PwC Middle East
(www.pwe.com/me). Allmarket data is sourced from
publically available information and hasnot been
independently verified by PwC.
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