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Mr Shakeel Sarwar

INVESTORS ANTICIPATE SAUDI MARKET BONANZA

Focus on index inclusion, reform and rising corporate profitability

Manama, Kingdom of Bahrain - 20 August 2017: The Saudi equity market is set for a boost
as it heads for possible inclusion in MSCI's influential emerging market index in 2018. “In
the meantime, active investors could reap early gains as corporate earnings should start

increasing this year,” said Shakeel Sarwar, Head of Asset Management at SICO BSC ( c) .

“The market has moved sideways in the first half of 2017 after the spectacular 30% rally
late last year. However, the latter part of the second half could again be an interesting
period for the market. The key catalysts for another rally are going to be FTSE and MSCI
related developments. With FTSE set to announce its country classification review in
September, market participants estimate that it can result in regular inflows from
September onwards. MSCl upgrade is expected next year but positive news flow on this
front will keep coming and sustain the interest of active fund managers in the market.
Large caps which are expected to be the biggest beneficiaries of such flows are trading at

attractive multiples and should do well in general versus the overall market going forward.
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Corporate earnings should start recovering during the second half of the year, supported

by better oil prices and on-going economic reforms,” he added.

SICO expects many stocks to benefit from cyclical trends and further structural reform

efforts, including:

» Broad recovery in earnings after two to three years of decline;
= Dividend increases as corporate cash flows improve;
» Further easing of foreign investor rules by the Capital Market Authority;

» |nitial public offering in Saudi Aramco, the world’s largest oil producer.

SICO Kingdom Equity Fund invests exclusively in Saudi equities. Against the Tadawul return
of 3% during the first six months of 2017, the fund has returned 7.6% during the same
period including a cash dividend of 5%. The fund has posted returns of over 55% in the

last 5 years compared to a modest 10% return for Tadawul during this period.

This is due to a focus by SICO to invest in companies that are expected to benefit from

economic reformes, rising interest rates and changing regulatory landscape.

With consumption relatively subdued, we are looking at well-managed companies that
will benefit directly from a more diverse, more open economy as the Kingdom moves away

from its reliance on petroleum,” says Sarwar.

“Falling oil prices were tough on the domestic economy over the last three years. Astute
firms have cut costs and gained market share. There are also selective opportunities in the
survivors — the best-run telco and consumer stocks. A round of banking mergers should

benefit investors too.”

On the macro front, as a result of increase in oil prices and structural reforms undertaken
by the government, the macroeconomic numbers for 2017 are already looking much better
than those of 2016. Further improvement in the next couple of years as the pace of

economic reforms increases.
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“The Listing of Aramco and implementation of VAT and other taxation and subsidy
removal measures will be some of the key milestones which the market will be following
very closely over the next couple of years. These reforms and measures will not only
improve the financial flexibility of the government but would also ensure that going
forward like in the developed world, capital markets are used more efficiently in the
efficient allocation of capital. Growth and development of capital markets will remain one

of the key priorities of the government,” added Sarwar

51CO Kingdom Equity Fund

Month S5KEF Return Tadawul Returns
Jun-17 8.6% 8.1%
YTD (June 2017) 7.6% 3.0%
2016 1.6% 4.3%
2015 -5.5% -17.1%
2014 8.9% -2.4%
2013 33.2% 25.5%
2012 8.6% 6.0%
2011 (Feb to Dec ) 0.4% 0.9%
Last 3 Months 7.0% 6.1%
Last 6 Maonths 7.6% 3.0%
Last 1 Year 13.6% 14.2%
Last 3 Years -2.0% -21.9%
Last 5 Years 55.4% 12.8%
S5ince Inception (Feb 2011 to June 2017) 63.3% 16.8%
SICO BSC (c

Headquartered in the Kingdom of Bahrain, and with a growing regional presence and international

footprint, SICO is one of the premier regional banks focusing on the GCC region. SICO provides a
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select range of investment banking solutions — asset management, brokerage, market making, and
corporate finance, which are underpinned by an independent, value-added research capability.
SICO also provides through its fully owned subsidiary, SICO Funds Services BSCc, custody and fund
administration solutions.

Established in 1995, and listed on the Bahrain Bourse in 2003 as a closed company, SICO operates
under a conventional wholesale banking licence from the Central Bank of Bahrain. The Bank has
two wholly-owned subsidiaries: SICO Fund Services Company BSCc (SFS) — a specialised regional
custody house licensed by Central Bank of Bahrain; and SICO UAE — an Abu Dhabi-based brokerage

firm licensed by the Emirates Securities & Commodities Agency.

Media Contact:

Ms. Nadeen Oweis

Head of Corporate Communications
SICOBSC (c)

Direct Tel: (+973) 1751 5017

Email: nadeen.oweis@sicobahrain.com
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