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EGYPT POST THE EEDC 

 

Breaking new ground 
A strong vote of confidence. The Egypt Economic Development 
Conference (EEDC) exceeded our expectations with notable attendance of 
high-level political and business leaders who appeared encouraged to hear 
Egypt’s disclosure of a 2030 economic plan. The resultant message was 
unified, loud, and clear, that Egypt's stability is a prerequisite for the 
region’s. Business leaders also affirmed their resolve to expand their 
footprint in Egypt, as the country’s risk/reward profile improves. 
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Support, investment pledges exceed expectations at cUSD142bn, though 
key to note is that most are headline agreements—mainly in electricity, oil 
and gas, and real estate projects. For power projects to materialise, we 
watch for continued sector liberalisation via ratification of the new 
electricity law and a carbon policy; likewise pledged oil & gas investments 
materialising need more reform, including subsidy removal.  
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If less than half of this pipeline materialises, over 7 years, this adds 1.2% to 
long-term yearly GDP growth. We revise our forecasts for real GDP growth 
to 4.3% and 5.9% for FY14/15 and FY15/16 respectively, up from 3.9% and 
5.1% previously, and reduce our fiscal deficit estimate by a cumulative 0.8% 
until FY15/16 to 9.5% of GDP. USD3bn in Gulf deposits will shore up 
reserves by 20% and increase the CBE’s firepower to stabilize FX liquidity.  

p. 5 

Financials, real estate, & industrials key winners. Our Egypt universe trades 
on 2015e and 2016e P/E multiples of 14.5x and 11.6x, offering EPS growth 
of 30.9% and 25.7% respectively. At current valuations, Egyptian equities do 
not look cheap vs. the GCC. As such, we hold a Neutral stance on the 
market, highlighting that a clearer reflection of improving macro conditions 
on earnings would be key to change our view. We limit our top picks to 9 
out of the 44 stocks in our Egyptian coverage universe. 
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Top picks, ranked by upside   
Stock Ticker Mkt cap 

(USDmn) 
Target price 

(EGP)  
Upside 

(%) 
P/E (x) P/B (x)  

15e 16e 15e 16e 
Qalaa Holdings CCAP EY 695 4.9 78 n/a 13.8 1.0 0.9 
Eastern Tobacco EAST EY 1,491 333 46 10.7 9.2 2.1 1.8 
EFG-Hermes HRHO EY 1,285 23.4 37 12.3 9.1 1.7 1.5 
Al Baraka Bank - Egypt SAUD EY 186 14.7 33 5.6 4.3 0.8 0.7 
Suez Cement SUCE EY 1,004 55.0 31 11.4 8.8 0.9 0.9 
Six of October Development (SODIC) OCDI EY 629 18.0 28 24.7 11.2 1.6 1.3 
Talaat Moustafa Group TMGH EY 2,954 13.0 19 28.0 24.3 0.8 0.8 
Credit Agricole - Egypt CIEB EY 810 25.2 17 7.7 6.7 1.8 1.7 
El Sewedy Electric SWDY EY 1,486 55.0 8 13.7 10.8 2.0 1.7 
 

Source: CI Capital estimates 
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Macro outlook post the EEDC 
Support was loud and clear 

The Egypt Economic and Development Conference (EEDC) exceeded our expectations 
with regard to both scale and outcomes. The arrangements were noticeably organized, 
characterized by an open dialogue between the private sector and government—a 
phenomenon unprecedented under previous governments. Attendance was exceptionally 
high profile, and participants varied from kings and heads of states to CEOs of global 
leading companies. But despite the diversity of attendees, the key message conveyed all 
throughout the conference was unified and clear: the political and economic stability of 
Egypt is a prerequisite for that of the whole region.  

Gulf leaders in Saudi Arabia, UAE, and Kuwait reiterated their commitment to support 
Egypt’s economic aspirations, in turn spilling over benefits to the entire region. The event 
restored Egypt's standing with African neighbours, especially Ethiopia, whose Prime 
Minister also made comments affirming the country’s shared interests and solidarity with 
Egypt, suggesting a resolution of the Renaissance dam issue may be forthcoming.  

As for international financial institutions, the strongest message came from the President 
of the IMF, who praised the economic reforms undertaken by the regime and confirmed 
the IMF’s readiness to help Egypt. 

Adding to the positive sentiment, leaders of international companies expressed clear 
determination to preserve their footprint in the most populous country in the region and 
expand operations. The overall takeaway was that the Egypt possesses considerable 
potential for reward, even in spite of the challenges facing the economy.  

Egypt issues its 2030 economic plan  

During the event, the government revealed Egypt's Sustainable Development Strategy 
(SDS), an economic plan extending to 2030 which set clear targets and deliverables. 
Although we discount these targets as being overly ambitious, the actuality of a long-term 
vision for the country is a first for any Egyptian government and notable in and of itself.  

Egypt: Sustainable development strategy macro targets for 2030 

KPI FY13/14a 2030 target 

Real GDP growth  2.2% 7.0% 

Investment rate  14.0% 30.0% 

Share of services to GDP 17.4% 70.0% 

Contribution of exports to growth rate -0.2% 25.0% 

Unemployment rate  12.9% 5.0% 

inflation 10.1% 5.0% 

Public debt 95.5% 50.0% 
 

Source: MoP, MoF 

To ensure steady progress towards the identified targets, the Egyptian president aims for 
this conference be held on an annual basis for the private sector to monitor the fulfilment 
of announced reforms and targets. The run-up to this year’s inaugural EEDC acted as a 
stimulus for the government to accelerate reforms, with for example the income tax cuts 
announced last week and the unified investment law officially ratified on 12 March, one 
day prior to the EEDC. Should the conference be held annually as planned, this will in our 
view apply constructive pressure on the government to ensure speedy application of 
reform policies, further boost investor sentiment, and open up a channel of 
communication between the private sector and the government to resolve concerns. 

  

The GCC has long demonstrated its 
support for Egypt, but the IMF’s message 
was perhaps most encouraging, praising 
economic reforms undertaken by the 
regime 

During the event, Egypt announced its 
first long-term vision, a 2030 economic 
plan  
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Differentiating between pledges, support, and actionable projects  

We previously expected the conference to lead to commitments from foreign investors, 
but the announced pledges are unprecedented, reaching almost USD142bn. At the closing 
of the conference, the Prime Minister announced some USD60bn in deals signed with the 
government, including USD36.2bn in actual FDIs, USD18.6bn in EPC agreements, and 
USD5.2bn in financing from international financial institutions. On top of that, there are 
additional deals signed off by private sector companies, and we expect an official report of 
conference results to come out in the coming weeks which should have the list of projects 
and their relevant details. Meanwhile, we have compiled a list of pledged investments 
which arrive at the USD142bn in total pledged investments as listed in the table below.  

Among the announced commitments are a total of USD12.5bn to be transferred from 
KSA, UAE, Kuwait, and Oman, of which USD3bn will take the form of deposits in the CBE, 
and the rest will be allocated to investment projects of developmental nature. Judging 
from previous cases of Gulf support, these total transfers represent the funds most likely 
to materialize imminently, versus the other pledged investments which may ultimately 
turn out to be subject to delays, reductions, or cancellations, noting that as illustrated in 
the table below, a large portion of this USD142bn figure pertains to early-staged projects, 
in MoU form. That being said, the gradual commencement of some of those projects, 
rising confidence within the business sector under the current cabinet, the degree of 
openness in acknowledging investment challenges alongside a commitment to resolving 
them should altogether serve to bolster confidence and drive higher levels of investment 
activity going forward.  

For power projects to materialise, we watch for continued sector liberalisation via 
ratification of the new electricity law and a carbon policy, given that a large share of new 
project announcements pertains to coal-fired power generation plants. The cabinet in 
principal approved the usage of coal as a source of fuel in power generation in May 2014, 
to lessen the country’s dependence on natural gas and diesel, but has yet to announce its 
policy on coal handling, inland transportation, and tax, legislation for which we understand 
exists in draft phase at the moment.  

Likewise, pledged oil & gas investments materialising needs more reform, including 
subsidy removal, which would allow the government to increase the price at which it 
purchases oil and natural gas for private sector E&P companies, in turn encouraging 
further upstream capex and reducing receivables collection risk for these companies. The 
government recently increased the purchase price for British exploration firms to range at 
USD4.10-5.88/mmBtu, and this could not have happened, in our view, without the 
relatively substantial hikes in energy prices introduced in July 2014, nor without continued 
electricity price liberalisation, seeing that the bulk of gas is sold to the power sector (58% 
of domestic production) at subsidized prices because power remains heavily subsidized.  

  

The cabinet is due to announce an 
official report of conference results  

Power projects represent 20% of the 
pledges, oil & gas 9%—for these to 
materialise, we watch for: 

 ratification of the new electricity law, 
 clarification of a carbon policy, and, 
 continued electricity and energy 

subsidy removal 
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EEDC announced pledges & agreements 
Category Project  Description  Announced 

funding  
Gulf transfers Developmental 

projects  
Investments in developmental projects financed by Gulf 
governments (KSA USD3bn from KSA, USD2bn from UAE, 
USD4bn from Kuwait, and USD0.5bn from Oman) 

USD9.5bn 

CBE deposits USD1bn deposited by KSA, USD2bn by UAE USD3bn 
Bilateral 
agreements 

EBRD/EDB/JIKA Agreements to finance social and rural projects in 
addition to establishing 7 irrigation facilities in Assiut 

USD3bn 

Real estate Capital City Partners Development of a new capital city spread across 700 
sqkm over the next 10 years by the Suez Road  

USD45bn 

Palm Hills & Abaar Development of the Oasis City over 10k feddans in Sixth 
of October  

USD20bn 

South Marina Project Development of a touristic destination by the 
Mediterranean coast 

USD4bn 

Al Futtaim  Development of new malls, neighbourhood centers, and 
the first local VOX cinema, all over the next five years 

USD5bn 

Power GE The company has committed to supplying Egypt with its 
turbines need and will also establish a multi modal centre 
in Suez providing manufacturing, engineering, services, 
and training centres with a focus on industries including 
power, renewables, water, energy, aviation, and retail 
transport. The facility will be the first of its kind in the 
region. 

USD6.2bn 

ACWA & Masdar MoU for development of a 2.2 GW combined-cycle power 
plant in West Damietta, solar plants with a total capacity 
of 1.5 GW, and a 0.5 GW wind plant. 

USD2.4bn 

ACWA  MoU for a coal power plant project worth USD7bn, with a 
production capacity of 2 GW, which could be increased to 
4 GW. 

USD7bn 

Siemens Building a 4.4 GW combined cycle power plant in Beni 
Suef in addition to building 2 GW of wind power 
generation capacity and a wind rotor blade facility. The 
agreement also includes conceptual development of an 
additional 6.6 GW in power plant capacity and ten 
substations 

USD10bn 

State Grid Corporation 
China 

Development and enhancement of the local electricity 
transfer network  

USD1.8bn 

IDB Egypt Saudi Electricity connection lease financing USD0.2bn 
Oil and gas ENI Generation of an additional 200mn barrels of oil and 1.3tn 

cbft of natural gas from concessions in the 
Mediterranean, the Western Desert, the Nile Delta and 
Sinai over the next 4-5 years 

USD5bn 

BG The company has agreed to invest USD4bn into a JV to 
supply domestic gas in Egypt and for export to the group’s 
international customers. In exchange, the government has 
committed to repay BG the cUSD900mn that it owes and 
to enter talks to agree a better price for domestic gas. 

USD4bn 

IDB - IIFTC EGPC has signed an agreement to finance imports of 
petroleum products over the next three years 

USD3bn 

IDB Assiut Refinery project lease financing  USD0.2bn 
Logistics Al Swidan Investment in a grain logistics hub in Delta and SCDP USD6bn 
Infrastructure IDB Sharm El Sheikh Airport development lease financing  USD0.4bn 

DPW/China Harbour/ 
Railway Italia 

Various projects in the fields of railways and ports USD6bn 

 Total* Total USD142bn 
 

Source: Various news sources, CI Capital Research 
Note: (*) The total figure does not account for the BP transaction that has been agreed upon before the conference 

 

  

The unveiling of plans for Egypt’s new 
capital city stood out as one of the 
conference highlights 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Continued sector liberalisation and 
reforms to unlock materialisation of 
many power and oil & gas projects 
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Materializing FDI should add an average 1.2% in annual long-term real growth  

We adopt an approach which we believe acknowledges the realities on the ground—
namely, the possible legal, administrative, and financial challenges that can hinder the 
implementation of some of the pledged investments.  

Our base case scenario accounts for the implementation of 45% of the total announced 
projects. That being said, it still leads to a significant outcome and adds an average 1.2% 
to yearly real GDP growth in the medium- to long-term. Our bear and best cases account 
for the implementation of 30% and 60% respectively of total investments, adding 0.3% and 
3.3% to real GDP growth.  

In this report we focus on the base case scenario, and consider medium- to long-term 
projects we believe have a greater chance of materializing compared to the rest—mostly 
including oil & gas, electricity and select real estate projects. Our justification for this view 
is that most of these projects i) are undertaken by companies that already have 
operations in Egypt and hence know their way around the system, ii) are at an advanced 
stage of agreement with the government, iii) are implemented under an EPC framework, or 
iv) have lower financing requirements that can be sourced locally. As for some of the 
biggest projects including Oasis, New Capital City, and the South Marina touristic 
development complex in the north cost, we believe it is too early to consider them in our 
base case scenario given their huge funding requirements and longer-term nature.  

Our base case yields an assumption of USD64bn in investments—almost double what we 
initially accounted for in our previous forecasts. And given the medium- to long-term 
nature of the projects considered, we expect the impact on the economy will be spread 
over an average implementation period of 7 years.  

CBE deposits should facilitate repatriation and ease capital controls  

The benefit to the monetary side will materialise most imminently, especially as official 
reserves enjoy the influx of USD3bn due in the coming few weeks, a 20% boost to its current 
level, as part of the pledged Gulf support package of USD12.5bn. The received funds will 
increase the CBE’s fire power and ability to increase its FX operations on the interbank 
market. This will ease FX liquidity and compensate for the unmet demand for hard currency 
to satisfy import activity. With more inflows expected in the following periods, we expect a 
stable EGP/USD, without significant risks of depreciation in the horizon. More importantly we 
expect the CBE to capitalize on the expected flows to facilitate repatriation and ease capital 
controls, out of clear understanding that such a step is an important prerequisite to receiving 
pledged investments going forward, a point made clear during the proceedings of EEDC.   

Official reserves and EGP/USD 

 
Source: CBE, CI Capital estimates 
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As for the remaining portion of Gulf support, amounting to USD9.5bn, it was made clear 
that the funds will be employed toward investment projects with a focus on development, 
but we assume part of this will be allocated in partnership with the government through 
the remainder of FY14/15-16 and used to finance public projects of a social and 
developmental nature, reflecting positively on revenues and compensating partially for the 
delayed application of revenue-side reforms. We revise our fiscal deficit to 10.3% down 
from 10.7% for FY14/15, as we expect a small portion of Gulf pledges to be disbursed 
through the fiscal budget. 

Fiscal deficit as percent of GDP 

 
Source: MoF, CI Capital estimates 

As more projects gradually commence, we expect FDIs to increase by an additional 
USD25bn in the coming 5 years above our initial estimates. This will reflect positively on 
the capital accounts and BoP, which should ease pressure on official reserves in the 
medium-term and allow for their steady build-up. As investment rates advance on the 
back of the expected influx of FDIs, this shall improve investment, both in terms of growth 
and share of GDP, especially given that the majority of pipeline projects are planned in 
sectors showing distressed growth over the last few years, namely extractions (oil and 
gas), electricity, and real estate.  

Furthermore, their labour-intensive nature in addition to other developmental projects in 
the pipeline will boost job creation and reduce unemployment, stimulating further 
spending and consumption. Overall, we expect the final impact to represent an additional 
average 1.2% per annum in real GDP growth over medium- to long-term.  

FDIs 
 

Real GDP growth 

 

 

 
Source: CBE, CI Capital estimates 

 
Source: MoP, CI Capital estimates 
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Strategy 
Egypt’s benchmark EGX30 index bottoming out in 2013 has reflected on 2014 
performance recording 32%, made possible through improving sentiment, stabilizing 
political conditions, and the swearing-in of a new regime which has demonstrated its 
amenability to undertaking unprecedented economic reforms including energy subsidy 
cuts and plans to improve the investment environment through legislative reforms.  

Market return 

 EGX30 MXEF DFMGI ADSMI MSM30 SASEI DSM 

2013a 20.4% -7.0% 102.2% 60.2% 18.5% 23.0% 22.8% 

2014a 31.6% -4.6% 12.0% 5.6% -7.2% -2.4% 18.4% 

y-t-d 6.2% -0.8% -9.7% -5.5% -1.7% 9.6% -7.0% 

m-t-d 1.6% -4.2% -11.8% -8.7% -5.0% -1.9% -8.2% 
 

Source: Bloomberg 

We maintain a strong view that long-term continuation of this upward cycle is dependent 
on the fulfilment of pending reforms, materializing FDIs, implementation of infrastructure 
projects, and improving employment conditions which should together reflect on 
consumption and spending.  

In addition, other short-term triggers are still awaited by the market, including i) the 
formation of parliament before its first session scheduled in October of this year, ii) more 
visibility and clearer reflection of improving macro conditions on earnings, and finally, iii) 
the complete resolution of currency repatriation issues. We believe the latter is also 
important to encourage GEM funds back to the Egyptian market following a period of 
weak activity, which we do not expect to take place before year-end when some of the 
above prerequisites have materialized.  

We await the aforementioned catalysts as necessary and sufficient conditions for 
unlocking foreign fund inflows to the market, improving activity back to pre 2011 levels.   

Average daily traded value 
 

Market cap to GDP 
 

Local vs. foreign activity 

 

 

 

 

 
Source: EGX, CI Capital Research 

 
Source: EGX 

 
Source: EGX 

Looking at current valuations of our universe of 44 Egyptian stocks, our coverage trades 
on 2015 and 2016 P/E multiples of 14.5x and 11.5x against average EPS growth of 31% 
and 25.7% respectively. As such, any potential rerating of the market, in our view, is 
subject to improving macro-economic conditions translating into positive surprises to 
corporate earnings.  
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We hold a Neutral stance on the Egyptian market (55% of the market cap we cover), 
limiting our top picks in Egypt to 9 stocks. Weighted by market cap, our picks fall within 
the real estate sector (35%), industrials (29%), banking (22%), followed by the consumer 
(14%) sector.   

P/E vs. EPS growth, 2015 
 

P/E vs. EPS growth, 2016 

 

 

 
Source: Bloomberg, CI Capital research 

 
Source: Bloomberg, CI Capital research 

Financials 
We believe that banks will be among the main beneficiaries from the investment pipeline 
revealed during the Economic Development Conference. As we communicated in our 

latest sector note, we expect that a recovery of foreign inflows amid the government's 
fiscal consolidation efforts would be the strongest indicator for the revival in demand for 
capex lending and crowding-in of private credit. Given that the bulk of the announced 
projects during the conference are infrastructure and energy-related, the required bank 
financing for those projects will take place via syndications, a trend we had previously 
expected for 2015, and as such, we reiterate our positive view on tier-1 banks—mainly 
Credit Agricole Egypt (CAE) and QNB AlAhli (QNB AA) [QNBA EY | Overweight | TP 
EGP39.4] given that they offer the strongest exposure to the pick-up in corporate credit. 
CAE is our preferred pick of the two at this point given its relatively higher trading liquidity 
amid the current lack of clarity over QNB AA’s decision to increase its free float up to a 
minimum of 5% as per the EFSA’s new listing regulations. In our view, the improved risk 
dynamics in Egypt are expected to trigger an aggressive growth strategy by CAE. We 
expect CAE to adopt an active credit growth plan beginning 2015 following two years of 
relatively feeble activity. We forecast the bank’s loans to grow at a CAGR of 17% over our 
forecast horizon versus loan growth of 4% in 2014 and a decline of 6% in 2013. CAE 
remains one of very few ideal acquisition targets, given its share ownership structure 
(Crédit Agricole France holds 60%), and strong underlying fundamentals.   

We have also high conviction in Al Baraka [SAUD EY | OW | TP EGO14.7] mainly due to the 
bank's more focused credit expansion strategy over the course of 2015-17 capitalizing on 
economic recovery as compared to its similar-sized peers. This strategy already started to 
materialize as of last year where the bank recorded i) 21% y-o-y growth in loan book during 
full year 2014 driven mainly by retail and syndicated lending; ii) declining exposure to 
sovereign debt (-16% y-o-y in 2014) in light of falling yields. As per management's recent 
announcements, Al Baraka is targeting growth in loans in excess of 15% during 2015. The 
bank is allocating EGP800mn for the Suez Canal development projects (8% of the total 
loan book) and plans to inject EGP5bn to grow its branch network by 15 new branches 
and expand its retail portfolio over the course of 2015-17. The potential growth is 
supported by the bank's relatively clean book with NPLs standing at 5.4%—in line with the 
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We hold a Neutral stance on the Egyptian 
market  

Top picks: 
 
Credit Agricole Egypt  
[CIEB EY | Overweight | TP EGP25.2] 
 
Al Baraka Bank - Egypt  
[SAUD EY | Overweight | TP EGP14.7] 
 
EFG Hermes  
[HRHO EY | Overweight | TP EGP23.4] 

http://research.cicapital.com.eg/SingletrackCMS__DownloadDocument?docRef=675bf1d2-e8af-421a-b49b-41e4ec5410d8
http://research.cicapital.com.eg/SingletrackCMS__DownloadDocument?docRef=675bf1d2-e8af-421a-b49b-41e4ec5410d8
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sector average—and adequate coverage of 125%. On valuation, Baraka currently trades at 
0.9x its 2015e book value, a deep discount of 56% to tier-1 banks, which we believe should 
decrease given the bank's relatively high sustainable return of 18%. Also, Baraka currently 
offers a dividend yield of c5% versus the sector average of c3%. Nonetheless, short 
deposit durations (87% of deposits have maturity of less than three months) and relatively 
low CAR (11.3%) are the main watch factors. 

As for non-banks, we expect the investment cycle revival would directly benefit financial 
services players, as beneficiaries of both the surge in stock market activity and an 
increase in advisory and IPOs activities. Our Economist estimates Egypt will attract 
around USD115bn in FDIs in the next five years, reflecting an increase of 450% in the last 
five years. In addition, long-term horizons of many projects will directly benefit from 
annuity business. We believe that EFG Hermes remains well positioned to monetize the 
opportunity. The company has already been working on 10 (announced) mandates (a 
combination of IPOs and rights issues). While the stock currently factors in EFG’s non-
core portfolio (valued at EGP13.8/share), it has yet to fully price in the investment banking 
(IB) platform, in our opinion. Several factors—strong economic recovery in Egypt, the 
Saudi market opening up, and MSCI upgrading UAE and Qatar from FM to EM status—
should increase foreign participation in MENA markets, directly benefitting EFG’s 
revenues. Reflecting this, we assume a 33% CAGR for 2013-16e revenues, mainly driven 
by EFG’s brokerage fee income (+37%) and IB fees (+100%). Cost-optimisation should 
reduce operating leverage and increase profitability. Also, the recent announcement to 
diversify into leasing business would enhance RoE and be value accretive. On our 
estimates, assuming EGP1bn of excess capital is deployed in such a venture, with an 
expected RoE of 20% our valuation would increase by 15%. Finally, we value the 
company’s IB platform at EGP5.1bn (EGP9.6/share), implying 2015 and 2016 P/E 
multiples of 11x and 9x respectively, compared to a historical average of 16x and peer 
group range of 21x. Also, it worth highlighting that the company’s pre-2011 average P/E 
multiple of 16x would raise the IB platform valuation by further 40%. 

We note that our three top bank picks target an average growth in loans of 18-20% y-o-y 
during 2015, up from an average growth of 11.5% recorded in 2014.  

Real estate 
The main announcement made in the sector during the conference was the signing of the 
MoU for the development of the new capital city. The new development would be positive 
mainly to those companies—Talaat Mostafa Group (TMG), Madinet Nasr Housing (MNHD) 
and Heliopolis Housing—which own land plots within the same area. The development of 
this area as the new city center should reflect positively on land valuations for the above-
mentioned companies—MNHD and Heliopolis Housing in particular would see the 30-50% 
discount we apply to the land bank valuations for both companies reduced vis-à-vis their 
larger peer TMG. Also, the expected increase in interest for new developments in the same 
vicinity should help MNHD and Heliopolis Housing to conclude potential co-development 
agreements with other private developers for their projects in that area—a plan previously 
communicated by both companies—at favourable terms. Moreover, Palm Hills 
Developments [PHDC EY | OW | TP EGP5.2] announced the signing of two MoUs regarding 
co-development agreements with the government for a 42mn sqm plot of land in West 
Cairo and a 2.1mn sqm plot in East Cairo. Details for the projects, which we view as long-
term in nature, are yet to be finalized and announced by the company. In our view, 
entering into a JV with the government whereby the latter contributes the land should 
result in higher returns from the project given no up-front payment is required (no 
acquisition cost), and overall this should improve PHD's RoE and RoA as the new land will 
not be recorded on the company's balance sheet. Within our coverage universe, we 
maintain our bullish stance on TMG and SODIC as our top picks in the short-term while 

Top picks:  
 
Talaat Mostafa Group  
[TMGH EY | Overweight | TP EGP13.0] 
 
SODIC  
[OCDI EY | Overweight | TP EGP18.0] 
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highlighting the potential upward re-rating of PHD and MNHD over the medium-term on 
the back of the recent developments.  

For TMG, the company’s operations was solid over the past 5 years despite facing several 
major shocks. Accordingly, we expect TMG to be one of the key beneficiaries of growing 
demand for housing amid the ongoing upturn in economic and liquidity conditions. New 
Madinaty settlement removed uncertainty over the definition of the project’s unutilized 
land and added EGP0.5/share to our valuation on a net basis. Also, we expect the 
settlement to reflect positively on the future sales of the project. Further rerating is still 
pending the resolution of the ongoing court case. Resolving Madinaty’s legal case either 
through a court decision in favour of the company or via approval of the new investment 
law by the SCC could potentially add EGP3-7/share to our target price as a result of an 
upward revision to our valuation of the 4.2mn sqm of land allocated to non-residential 
developments in Madinaty. 

SODIC features an additional advantage with its recent absolution of the market foremost 
concerns with the acquisition of Villette land the settlement of all legal issues. The 
company’s land bank visibility has been extended for at least the coming 5 years. Also, 
SODIC emerged with a clean balance sheet and a clearer cash flow stream after resolving 
the legal issues concerning both Eastown land with the government and over 250k sqm of 
land in Westown with Solidere International. Looking at today’s current market price, the 
stock is not discounting the value expected to be generated from Villette (new land), which 
we estimate at EGP4.1/share. In our view, the upcoming catalyst for the stock is the 
official launch of the Villette project, which management expects to take place within the 
coming 2 months. Also, the recently announced acquisition of 441k sqm of land in the 
North Coast should be a potential value driver for SODIC. Full details for the project are yet 
to be announced but our preliminary estimates show the project increasing our valuation 
for SODIC by EGP2/share. The key downside risk for the stock is slow monetization of 
Villette land bank. 

Industrials  
It is evident Egypt’s infrastructure segment will continue to draw significant investment, 
and more specifically, the electricity market. Power market reform over 2014 has already 
been unprecedented, with a five-year plan to liberalise electricity prices, the passing of a 
feed-in tariff law, and approval for the usage of coal as a fuel source in power generation, 
being key examples. In addition, President Sisi is expected to ratify a new electricity law by 
the end of March 2015. The new law stipulates mainly the spin-off of the Egyptian 
Electricity Transmission Company (EETC) from the holding company to ensure proper 
electricity pricing. As illustrated below, to date approximately 90% of power generation, 
100% of power transmission, and 99% of power distribution is state-owned and managed, 
whereas the business community has long awaited this law as it is expected to lay down 
a friendlier framework for private sector electricity regulation and management.  

  

Top picks: 
 
El Sewedy Electric  
[SWDY EY | Overweight | TP EGP55] 
 
Qalaa Holdings  
[CCAP EY | Overweight | TP EGP4.90] 
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Egyptian Electricity Holding Company (EEHC) owns c90% of generation, 100% of transmission and c99% of distribution 

 Current market Potential 

Generation: Public (90%) 

Public: 6 generation companies, 27 GW production 
capacity 

Jul 2014 power price increases (by a blended 50% vs. historical average of 
5% p.a.) and plan to liberalise power prices by 2019 should encourage both 
public and private generation investment 

Private: Three 20-year BOOT contracts totalling 2 GW, 
with all output sold directly to Egyptian Electric 
Transmission Co. (EETC) 

Self- and co-generation, feed-in tariff, and approval to use coal should also spur 
investment in generation as oil/gas availability was previously a concern 
Private generation companies will have the right to conclude direct bilateral 
contracts with clients 

Transmission: Public (100%) Public: EETC is the sole transmission entity, purchasing 
all output from generation plants 

Establishment of Transmission System Operator to provide assurance of its 
independence and full unbundling from the rest of the power supply chain 
There are no plans to allow private sector participation in transmission 

Distribution: Public (99%) 

Public: 9 public companies, purchase power from EETC 
to 28mn customers 

The government is introducing reform to allow direct, bilateral agreements 
between private producers and end users 

Private: 15 private electricity distributors are licensed, 
with Taqa Arabia claiming it is the largest private player 

By introduction competition, those with better efficiency and services should 
fare better 

 

Source: Ministry of Electricity, CI Capital Research 

As a result of the planned liberalisation of the power market, to which the serving cabinet 
has shown great political will, we are bullish on the government’s USD23bn power project 
spending pipeline (2015-17). This is equivalent to 3.7x the power projects currently 
underway and is separate to private sector industrial sector initiatives to ensure captive 
power supply and avoid disruptions. Nationwide, there is an estimated 32,000 MW of new 
capacity needed by 2020. Key beneficiaries of this theme include El Sewedy Electric and 
Qalaa Holdings.  

For El Sewedy Electric, we see higher prospects for power cable sales volume in Egypt, 
which should come capex-free given the company’s capacity utilisation rate is c70%, as 
well as higher prospects for meter and turnkey contracting business. We expect 
consolidated EBITDA will grow from EGP1.44bn in 2014 to EGP2.34bn by 2016, as a 
result. Furthermore, the recent fall in energy prices presents a potential source of upside 
to our valuation, given freight expenses on the importation of raw materials and freight 
expenses on its export business, as does the 2014 fall in copper prices. Our valuation for 
El Sewedy Electric is based on constant copper prices of USD7,000/t versus a spot LME 
price of USD5,860/t, which—if it proves sustainable for 2015—would help reduce working 
capital needs for the company, which have historically averaged 17% of revenues.  

We are also bullish on Qalaa Holdings, as it moves to rid itself of non-core assets, in the 
meantime concentrating on its exposure to two themes we like in Egypt: energy and 
cement. These two units together represent 90% of our SoTP valuation for the company, 
being the key drivers to EBITDA. Its 62.5%-owned power unit, Taqa Arabia, is the largest 
private sector energy distribution company in Egypt, with activities ranging from gas 
network contracting to electricity generation, distribution, and fuel marketing. Taqa 
provides services through four lines of business, namely Taqa Gas, Taqa Power, Taqa 
EPC, and Taqa Marketing. Taqa Arabia is strategically positioned to capitalise on 
opportunities as increased energy demands place further strain on the national grid and 
as the government reforms the power market to accommodate for private- sector 
involvement in the upgrade of the country’s generation capacity. Qalaa Holdings also 
operates a young Egypt-centric cement unit, and has growth prospects with respect to 
our bullish cement price outlook and thanks to capex deployed to convert the plant to coal 
by May 2015, allowing for optimum operating rates and reducing energy costs by 15%. 
The stock trades on what in our view is an unjustified EV/EBITDA multiple of 4x for 2017—
the year all its ongoing expansion projects (specifically its refinery project in Egypt, ERC) 
kick in, particularly given that over 2015-17 the conglomerate discount assigned to the 
stock should diminish as non-core asset disposals help concentrate its earnings and 
investment portfolio.  
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Materials 
Egyptian cement players are in a sweet spot to exploit the improving demand backdrop, 
while coal conversion will allow higher operating rates and better margins. Over 2011-14, 
cement demand has been relatively flat at pre-revolution levels, closing 2014 at 51.3mn 
tonnes, while consumption on a per-capita basis stood at 591.2 kg—a five-year low and 
6% below the pre-revolution peak of 628.4 kg. We believe that per-capita consumption has 
bottomed out as pent-up demand starts to unfold. The country’s resuming political 
transition, economic reforms, and the return of FDIs leave us positive on both private and 
public sector construction demand, with our cement industry model suggesting that 
demand for cement will increase at an 8% CAGR over 2015-18e to 71.8mn tonnes. In 
2H14, the government issued USD20.5bn’s worth of projects—mainly in 4Q—with a further 
USD8bn due for award soon. In 2015 we are looking for demand growth of 8.4% y-o-y in 
cement consumption and 4.7% in retail cement prices.  

On the supply front, the country’s energy shortage which took its toll on the industry since 
2011 is nearing its end as c80% of the industry is migrating from state-supplied fuel to 
coal and alternative fuels, and we expect the industry to restore full capacity utilization in 
2017e, from its feeble operating rates of 77% in 2014. The government has yet to 
announce its policy on coal usage which is likely to include a carbon tax, but our 
conservative 30% coal tax rate assumption yields coal energy costs of USD5.5/mmBtu—
31% below current state-supplied fuel costs—providing cement producers with further 
margin accretion upon migration completion. While all the six stocks within our Egyptian 
cement coverage universe are migrating to coal and alternative fuels, we are particularly 
bullish on first movers Suez Cement and Arabian Cement. Suez Cement recently 
completed fuel migration at two of its four grey cement plants (with total capacity of 
4.2mn tpa; 35% of group capacity), and given the fact that Suez Cement has low fuel 
efficiency due to the aging of its plants, we are looking for coal migration to incite robust 
EBITDA growth of 42% y-o-y in 2015e. Furthermore, those two plants sell into higher-
priced zones compared to other group plants, where we expect higher operating rates 
post coal utilization to lead to 4.9% y-o-y higher average per-tonne netbacks in 2015e.  

Suez Cement is the cheapest cement stock in Egypt, currently trading at an EV of 
cUSD75/t—a 22% discount to the profitability-adjusted sector average. In addition, Suez 
Cement has the potential to create more value through i) acquiring government approval 
to migrate the larger Helwan and Torah plants (together 65% of its group capacity) to 
coal/petcoke, which could add a further EGP30/share; ii) the sale of 500k sqm land in 
Torah, EGP5.1/share; or iii) pursuing a renewable energy project. We expect 2015e 
earnings announcements, an attractive dividend yield of c9%, as well as the 
announcement of more investments and value-accretive projects to act as share price 
catalysts.  

Consumer  
While a portion of the projects introduced at the economic conference will be funded 
through private sector debt or equity, the Egyptian government will still need to put up 15-
25% of the funding. As a result, we expect it will continue to look for ways to boost fiscal 
revenues, and raising the cigarette sales tax is a quick fix, rendering Eastern Tobacco as a 
beneficiary. Eastern Tobacco benefits in two ways from higher cigarette sales tax. For 
instance, the government’s latest hike on 24 February 2015 raised cigarette retail prices 
by a blended c20% from 2H14 levels, and in turn raised the company’s ex-factory prices—
the stock’s key value driver—by c14%. Although we expect the price hike will have a short-
term drag on volumes (similar to FY11 when prices were raised by 56%), this move leads 
us to expect EBITDA and net earnings to grow at FY14-16e CAGRs of 22% and 26% 
respectively vs. our previous expectations of 15% for each. A second value booster to 
Eastern Tobacco from higher cigarette sales tax is working capital.  

Top pick: 
 
Suez Cement  
[SUCE EY | Overweight | TP EGP55] 

Top pick: 
 
Eastern Tobacco  
[EAST EY | Overweight | TP EGP333]  
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Trading at an EV/EBITDA multiple of 4.5x for FY16e, the stock trades at a very attractive 
discount of 61% to global cigarette producers, whereas our valuation implies 5.8x—a 53% 
discount, and so we see upside risks to our valuation. To illustrate, our forecasts are 
based on constant tobacco leaf prices at 2014’s all-time high level of USD5k/t, against 
World Bank expectations of a 6% drop this year. A second source of upside is that we 
exclude USD-denominated cash deposits of EGP13.7/share from our DCF-based valuation 
given this is reserved for inventory purchases. Finally, our valuation is based on an 
effective income tax rate of 30% until June 2017 and 25% thereafter. Applying the 
proposed corporate tax rate reduction of 22.5% starting FY15/16 thereon raises our 
average FY16-17 EPS estimates by 11% and our 5-year DCF-based 12M TP by 4.5% to 
EGP348/share, implying potential return of 51% to the current market price. Maintaining 
our dividend pay-out ratio assumptions of c50% implies DPS of EGP13.7 and EGP15.9 
respectively for FY16e and FY17e—10% higher than our current estimates of EGP12.5 and 
EGP14.5 and implying average dividend yields of 6.6%. 
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CI Capital Egypt coverage universe on valuation, growth and dividend yield  
Stock Ticker Mkt cap 

(USDmn) 

Rating Curr Target 

price  

Current 

price  

Upside 

(%) 

P/E (x) P/B (x) EV/EBITDA (x) EBITDA growth (%) EPS growth (%) Dividend yield (%) 

14a 15e 16e 14a 15e 16e 14a 15e 16e 14a 15e 16e 14a 15e 16e 14a 15e 16e 

Financials                                                

ADIB - Egypt ADIB EY 214 UW EGP 3.80 8.18 (54) 14.1 13.6 10.2 3.7 3.1 2.4 n/a n/a n/a n/a n/a n/a 190.0 3.4 33.3 – – – 

Al Baraka Bank - Egypt SAUD EY 186 OW EGP 14.7 11.1 33 5.8 5.6 4.3 1.0 0.8 0.7 n/a n/a n/a n/a n/a n/a 32.9 3.7 32.0 5.1 3.1 4.1 

CIB1 COMI EY 6,885 Not Rated EGP n/a 57.2 n/a 19.4 12.0 10.0 3.5 3.1 2.6 n/a n/a n/a n/a n/a n/a 23.1 15.5 19.7 2.1 2.9 3.3 

Credit Agricole - Egypt CIEB EY 810 OW EGP 25.2 21.5 17 9.2 7.7 6.7 2.1 1.8 1.7 n/a n/a n/a n/a n/a n/a 6.8 19.1 14.3 6.6 6.5 7.4 

EFG-Hermes** HRHO EY 1,285 OW EGP 23.4 17.1 37 n/a 12.3 9.1 1.9 1.7 1.5 n/a n/a n/a n/a n/a n/a n/m 237.6 35.3 – – – 

Egyptian Gulf Bank EGBE EY 294 UW EGP 1.14 1.26 (10) 10.9 8.7 7.8 1.5 1.3 1.2 n/a n/a n/a n/a n/a n/a 2.3 25.0 12.7 2.5 4.1 4.5 

Faisal Islamic Bank of Egypt FAIT EY 395 N EGP 50.0 41.1 22 3.9 3.5 3.9 0.7 0.6 0.5 n/a n/a n/a n/a n/a n/a (2.8) 10.9 (10.1) 7.8 8.5 7.6 

Housing & Dev Bank** HDBK EY 431 OW EGP 32.1 26.0 23 9.6 8.1 6.5 1.3 1.2 1.1 n/a n/a n/a n/a n/a n/a 28.6 18.5 25.0 5.0 7.3 10.8 

NBK - Egypt NBKE EY 289 Under Review EGP n/a 22.1 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 

QNB Alahli Bank QNBA EY 2,562 OW EGP 39.4 34.8 13 8.4 7.1 6.0 1.6 1.5 1.4 n/a n/a n/a n/a n/a n/a 29.1 18.6 18.4 – 4.9 6.6 

Suez Canal Bank CANA EY 138 Under Review EGP n/a 5.26 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 

Union National Bank - Egypt MART EY 149 Under Review EGP n/a 5.01 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 

Real estate                                                

Amer Group Holding AMER EY 669 Restricted EGP n/a 1.12 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 

Egyptian Resorts Co EGTS EY 162 N EGP 1.80 1.18 53 n/a n/a n/a 1.5 1.6 1.7 n/a n/a n/a (77.3) (2.6) (2.5) n/a – – n/a n/a n/a 

Heliopolis Housing HELI EY 953 N EGP 60.0 65.4 (8) 36.3 32.7 32.7 12.6 9.0 7.0 25.1 21.4 24.3 84.0 13.2 (15.4) 50.0 11.1 – n/a n/a n/a 

Madinet Nasr Housing MNHD EY 912 OW EGP 42.4 34.9 21 34.9 29.1 31.8 9.0 6.8 5.6 24.8 20.0 21.8 18.7 25.1 (7.4) 11.1 20.0 (8.3) n/a n/a n/a 

Orascom Hotels & Development** ORHD EY 348 OW EGP 22.8 12.0 91 50.5 8.8 8.3 1.3 1.1 1.0 14.2 6.1 5.2 n/m 111.0 6.2 109.5 473.7 5.9 – – – 

Palm Hills Developments PHDC EY 744 OW EGP 5.20 4.21 24 16.2 7.1 9.8 1.5 1.1 1.0 17.4 5.7 6.2 195.3 182.9 (13.4) 44.4 126.9 (27.1) n/a n/a n/a 

Six of October Development (SODIC) OCDI EY 629 OW EGP 18.0 14.1 28 10.7 24.7 11.2 1.5 1.6 1.3 16.4 9.5 4.1 297.5 64.9 77.9 n/a (56.8) 121.1 n/a n/a n/a 

Talaat Moustafa Group TMGH EY 2,954 OW EGP 13.0 10.9 19 33.1 28.0 24.3 0.9 0.8 0.8 20.6 18.6 15.7 25.2 6.1 13.7 17.9 18.2 15.4 1.3 n/a n/a 
 

Source: Bloomberg, CI Capital estimates 
Note: Prices are as of the closing on 22 March 2015. (1) CI Capital has procedures that identify and manage any potential conflicts of interest that arise in connection with its brokerage business. As a result, CI Capital does not issue any research recommendations on Commercial 
International Bank (CIB) and all forward ratios are based on consensus estimates. (*) Denotes companies which follow a non-standard fiscal year beginning in a month other than January; figures given follow the company’s fiscal year. (**) Denotes companies which have not yet reported 
full-year 2014 financial results; figures given for 2014 are estimates. 
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CI Capital Egypt coverage universe on valuation, growth and dividend yield (cont’d)  
Stock Ticker Mkt cap 

(USDmn) 
Rating Curr Target 

price  
Current 

price  
Upside 

(%) 
P/E (x) P/B (x) EV/EBITDA (x) EBITDA growth (%) EPS growth (%) Dividend yield (%) 

14a 15e 16e 14a 15e 16e 14a 15e 16e 14a 15e 16e 14a 15e 16e 14a 15e 16e 
Industrials                                                
Centamin** CEY LN 911 OW GBp 65.0 53.8 21 5.3 7.7 10.8 0.8 0.7 0.7 5.7 5.9 6.0 9.9 (15.6) (0.9) (7.6) (28.8) (28.4) – 4.0 4.0 
Egypt Kuwait Holding EKHO EY 615 N USD 1.00 0.63 59 9.1 12.3 6.6 0.7 0.7 0.6 6.1 3.9 3.2 (34.7) 77.2 8.8 (19.0) (25.7) 86.0 4.0 3.8 4.8 
El Sewedy Electric** SWDY EY 1,486 OW EGP 55.0 50.8 8 24.2 13.7 10.8 2.2 2.0 1.7 10.6 6.9 5.6 37.9 40.8 15.3 950.0 76.2 27.0 2.6 3.0 3.5 
Electro Cable Egypt** ELEC EY 72 OW EGP 2.40 1.11 116 13.0 9.5 6.7 0.9 0.9 0.9 8.0 6.2 4.6 251.9 31.3 33.8 460.1 36.5 42.1 4.5 6.3 9.0 
Ezz Al Dekheila Steel** IRAX EY 869 OW EGP 915 496 85 24.8 6.1 3.4 2.1 1.8 1.4 9.4 5.3 3.1 (42.9) 101.5 59.2 (72.3) 309.0 79.8 5.0 7.1 8.1 
Ezz Steel** ESRS EY 1,150 OW EGP 23.5 15.8 49 n/a 22.6 5.6 1.8 1.8 1.4 18.1 10.5 5.8 (55.3) 94.0 80.2 (260.0) 275.0 300.0 n/a n/a 1.3 
Orascom Construction** ORAS EY 1,999 Restricted EGP n/a 129 n/a 71.8 81.3 52.5 12.9 10.4 8.7 24.9 18.0 12.9 34.7 37.5 41.7 27.7 (11.7) 54.7 n/a n/a 0.5 
OCI N.V.** OCI NA 6,542 OW EUR 34.2 29.6 16 16.4 18.6 12.0 3.0 2.4 2.0 14.0 10.0 7.3 34.7 37.5 41.7 27.7 (11.7) 54.7 n/a n/a 2.0 
Qalaa Holdings** CCAP EY 695 OW EGP 4.90 2.75 78 n/a n/a 13.8 1.0 1.0 0.9 39.8 27.7 20.5 865.9 71.7 46.3 20.0 100.0 n/a – – – 
Sidi Kerir Petrochemicals (Sidpec) SKPC EY 1,025 N EGP 17.0 14.9 14 7.8 11.4 8.5 2.9 2.9 2.9 4.5 6.6 6.0 (17.5) (29.0) 8.6 (23.1) (31.1) 34.4 11.1 7.9 10.7 
Materials                                                
Arabian Cement  ARCC EY 878 OW EGP 21.0 17.7 19 16.2 16.2 6.8 6.6 4.8 3.5 9.4 6.6 4.7 3.2 34.4 27.1 4.8 – 140.4 3.4 3.0 7.6 
Lecico Egypt LCSW EY 102 N EGP 12.0 9.70 24 8.4 9.4 6.0 0.9 0.9 0.8 4.3 3.8 3.2 3.0 8.0 15.1 611.1 (10.1) 55.5 5.7 – 8.8 
Misr Beni Suef Cement  MBSC EY 433 OW EGP 68.0 44.1 54 16.3 16.9 11.3 1.9 2.1 2.1 4.9 5.0 4.1 13.8 (1.6) 21.1 (35.7) (3.7) 50.0 7.9 9.1 8.9 
Misr Cement-Qena** MCQE EY 320 OW EGP 135 81.6 65 9.2 12.0 6.2 2.9 2.9 2.6 4.0 5.7 3.0 23.3 (24.7) 90.0 7.2 (23.6) 94.1 7.6 6.3 12.1 
Sinai Cement** SCEM EY 296 UW EGP 26.0 32.2 (19) 21.5 435.7 12.9 1.5 1.5 1.4 10.0 18.5 7.0 97.1 (43.9) 164.7 275.0 (95.1) 3,278 3.1 1.6 4.7 
South Valley Cement** SVCE EY 431 OW EGP 9.20 6.76 36 27.0 84.5 n/a 1.0 1.0 1.0 9.9 14.3 11.2 4.2 2.4 40.1 (7.4) (68.0) (125.0) 1.5 1.5 1.5 
Suez Cement SUCE EY 1,004 OW EGP 55.0 42.1 31 16.8 11.4 8.8 1.0 0.9 0.9 6.3 4.6 3.8 19.2 42.5 18.7 (3.8) 48.0 29.7 5.9 8.8 11.4 
Consumer and pharma                                                
GB Auto AUTO EY 642 N EGP 35.5 36.2 (2) 28.0 11.4 7.5 1.8 1.9 1.5 7.3 6.3 5.1 43.0 27.8 24.6 50.0 146.5 51.6 – – – 
Eastern Tobacco* EAST EY 1,491 OW EGP 333 228 46 14.5 10.7 9.2 2.4 2.1 1.8 6.2 3.9 3.3 0.5 38.7 6.8 20.8 35.3 16.6 3.7 4.6 5.5 
EIPICO PHAR EY 872 OW EGP 84.5 83.8 1 19.4 16.0 13.5 3.4 3.2 2.9 11.1 9.2 7.8 16.3 16.3 15.2 4.1 21.5 18.7 3.9 3.6 4.2 
Juhayna Food Industries JUFO EY 1,120 N EGP 11.0 9.08 21 50.3 17.5 12.3 3.4 3.0 2.7 17.1 8.9 7.1 (8.1) 94.7 23.1 (39.8) 187.8 42.3 1.0 2.5 4.5 
Oriental Weavers Co ORWE EY 710 N EGP 13.2 12.0 10 15.3 11.3 9.8 1.4 1.3 1.2 7.0 6.1 5.4 14.4 6.0 8.0 9.7 34.8 15.8 4.4 4.2 4.6 
Telecoms                                                
Global Telecom Holding GTHE EY 2,434 OW EGP 6.60 3.54 86 n/a 9.8 7.7 1.4 1.6 1.4 3.7 2.9 2.4 239.1 16.4 10.5 83.8 153.7 26.8 n/a 3.1 4.5 
OTMT OTMT EY 832 Restricted EGP n/a 1.21 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 
Telecom Egypt ETEL EY 2,491 N EGP 14.6 11.1 31 9.4 6.4 6.2 0.6 0.7 0.6 2.7 3.0 2.9 4.0 (1.2) 2.7 (31.3) 47.0 1.8 5.0 11.9 11.6 
 

Source: Bloomberg, CI Capital estimates 
Note: Prices are as of the closing on 22 March 2015. (*) Denotes companies which follow a non-standard fiscal year beginning in a month other than January; figures given follow the company’s fiscal year. Eastern Tobacco: Jul-Jun. (**) Denotes companies which have not yet reported full-
year 2014 financial results; figures given for 2014 are estimates. 
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Egypt macro forecasts 

 FY10a FY11a FY12a FY13a FY14a FY15e FY16e FY17e 

Real sector         

GDP, current (USDbn) 219 236 263 272 287 334 373 418 

Real GDP growth (%) 5.1 1.8 2.2 2.1 2.2 4.3 5.9 7.0 

GDP/capita, current (USD) 2,814 2,966 3,261 3,250 3,341 3,767 4,111 4,503 

         

Population (mn) 79 80 82 85 87 89 91 93 

         

External sector         

Trade balance (USDbn) (25.1) (27.1) (34.1) (30.7) (33.7) (37.7) (40.8) (44.8) 

Tourism revenues (USDbn) 12 11 9 10 5 7 10 11 

Suez Canal revenues (USDbn) 4.5 5.1 5.2 5.0 5.4 5.2 5.7 6.5 

Transfers (USDbn) 10.5 13.1 18.4 19.3 30.4 23.0 25.2 28.3 

Current account (USDbn) (4.3) (6.1) (10.1) (6.4) (2.4) (5.6) (3.9) (3.0) 

Current account % GDP (2.0) (2.6) (3.9) (2.4) (0.8) (1.7) (0.9) (0.6) 

FDI (USDbn) 6.8 2.2 4.0 3.8 4.1 9.0 14.5 17.8 

EGP/USD exchange rate (end period) 5.62 5.93 6.06 6.87 6.96 7.6 7.7 7.6 

Net international reserves (NIR) (USDbn) 35.2 26.6 15.5 14.9 16.7 17.9 21.1 24.6 

         

Monetary sector         

Inflation (CPI, %) 10.0 12.1 7.4 10.9 8.2 9.0 11.2 12.6 

Deposits rate (end of period, %) 8.25 8.25 9.25 9.75 8.25 9.00 8.50 8.25 

Lending rate (end of period, %) 9.75 9.75 10.25 10.75 9.25 10.00 9.50 9.25 

         

Fiscal sector         

Fiscal deficit (EGPbn) 98.04 134.46 166.71 239.7 255.4 251 261 291 

Fiscal deficit % GDP 8.1% 9.8% 10.6% 13.7% 12.8% 10.3% 9.5% 9.6% 

Gross domestic debt % GDP 67.0% 70.5% 73.3% 82.4% 85.1% 81.3% 78.4% 75.7% 
 

Source: CBE, MoF, MoP, CI Capital estimates 
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Disclaimer 
Issuer of report: 
CI Capital Holding SAE 
64 Mohie El-Din Abou El-Ezz Street, 5th Floor, Dokki, Giza, Egypt 
Tel: +20 2 3331 8357 
Email: Research@cicapital.com.eg 
www.cicapital.com.eg 

Disclaimer 
The information used to produce this market commentary is based on sources that CI Capital 
Research (CICR) believes to be reliable and accurate. This information has not been 
independently verified and may be condensed or incomplete. CICR does not make any 
guarantee, representation, or warranty and accepts no responsibility or liability as to the 
accuracy and completeness of such information. Expression of opinion contained herein is 
based on certain assumptions and the use of specific financial techniques that reflect the 
personal opinions of the authors of the commentary and is subject to change without notice. 
It is acknowledged that different assumptions can always be made and that the particular 
technique(s) adopted, selected from a wide range of choices, can lead to a different 
conclusion. Therefore, all that is stated herein is of an indicative and informative nature, as 
forward-looking statements, projections, and fair values quoted may not be realized. 
Accordingly, CICR does not take any responsibility for decisions made on the basis of the 
content of this commentary. 

The information in these materials reflects CICR’s equity rating on a particular stock. CI Capital 
Holding, its affiliates, and/or their employees may publish or otherwise express other viewpoints 
or trading strategies that may conflict with the views included in this report. Please be aware 
that CI Capital Holding and/or its affiliates, and the investment funds and managed accounts 
they manage, may take positions contrary to the included equity rating. This material is for 
informational purposes only and is not an offer to sell or the solicitation of an offer to buy. 
Ratings and general guidance are not personal recommendations for any particular investor or 
client and do not take into account the financial, investment, or other objectives or needs of, and 
may not be suitable for, any particular investor or client. Investors and clients should consider 
this only a single factor in making their investment decision, while taking into account the 
current market environment. Foreign currency-denominated securities are subject to 
fluctuations in exchange rates, which could have adverse effect on the value of, price of, or 
income derived from, the investment. Investors in securities such as ADRs, the values of which 
are influenced by foreign currencies, effectively assume currency risk. Neither CI Capital Holding 
nor any officer or employee of CI Capita Holding accepts liability for any direct, indirect, or 
consequential damages or losses arising from any use of this report or its contents. 

Copyright  
This research report is made for the sole use of CICR’s customers and no part or excerpt of its 
content may be redistributed, reproduced, or conveyed in any form, written or oral, to any third 
party without the prior written consent of CICR. This research report does not constitute a 
solicitation or an offer to buy or sell securities. 

Analyst certification  
The analysts preparing and contributing to this report are not associated persons of Enclave 
Capital LLC, are not registered/qualified as research analysts with FINRA, and are not subject 
to the NASD Rule 2711 or incorporated NYSE Rule 472 restrictions on communications with a 
subject company, public appearances, and trading securities held by a research analyst 
account. 

We, CI Capital Research, certify that the views expressed in this document accurately reflect 
our personal views about the subject securities and companies. We also certify that we do not 
hold a beneficial interest in the securities traded. 

Analyst disclosures  
The analyst(s) or a member of his or her household does not have a financial interest in the 
securities of the subject company (including, without limitation, any option, right, warrant, 
future, long or short position). 

The analyst(s) or a member of his or her household does not serve as an officer, director, or 
advisory board member of the subject company. 

The analysts’ compensation is not based upon CI Capital Holding’s investment banking 
revenues and is also not from the subject company within the past 12 months. 

All CI Capital Holding employees and its associate persons, including the analyst(s) responsible 
for preparing this research report, may be eligible to receive non-product or service-specific 
monetary bonus compensation that is based upon various factors, including total revenues of 
CI Capital Holding SAE and its affiliates, as well as a portion of the proceeds from a broad pool 
of investment vehicles consisting of components of the compensation generated by directors, 
analysts, or employees and may affect transactions in and have long or short positions in the 
securities (options or warrants with respect thereto) mentioned herein. 

Although the statements of fact in this report have been obtained from and are based upon 
recognized statistical services, issuer reports or communications, or other sources that CICR 
believes to be reliable, we cannot guarantee their accuracy. All opinions and estimates 
included constitute the judgment of the analyst(s) as of the date of this report and are subject 
to change without notice. CICR may affect transactions as agent in the securities mentioned 
herein. This report is offered for information purposes only, and does not constitute an offer or 
solicitation to buy or sell any securities discussed herein in any jurisdiction where such would 
be prohibited.  

*Rating system  
The CICR Rating System consists of 3 separate ratings: Overweight, Neutral, and 
Underweight. The appropriate rating is determined based on the estimated total return of the 
stock over a forward 12-month period, including both share appreciation and anticipated 
dividends. The target price represents the analysts’ best estimate of the market price in a 12-
month period. CICR cautions that target prices are based on assumptions related to the 
company, industry, and investor climate. As such, target prices remain highly subjective.  

The definition of each rating for equities listed in Egypt is as follows:  
Overweight (OW): Estimated total potential return greater than or equal to 20%  
Neutral (N): Estimated total potential return greater than or equal to 0% and less than 20%  
Underweight (UW): Estimated total potential return less than 0%  
NR: Not Rated  
SP: Suspended  

The definition of each rating for equities listed in the GCC is as follows:  
Overweight (OW): Estimated total potential return greater than or equal to 15%  
Neutral (N): Estimated total potential return greater than or equal to -5% and less than 15%  
Underweight (UW): Estimated total potential return less than -5%  
NR: Not Rated  
SP: Suspended  

Important US regulatory disclosures on subject companies  
This material was produced by CI Capital Holding SAE, solely for information purposes and for 
the use of the recipient. It is not to be reproduced under any circumstances and is not to be 
copied or made available to any person other than the recipient. It is distributed in the United 
States of America by Enclave Capital LLC and elsewhere in the world by CI Capital Holding SAE, 
or an authorized affiliate of CI Capital Holding SAE, (such entities and any other entity, directly or 
indirectly, controlled by CI Capital Holding SAE, hereafter referred to as the “Affiliates”). This 
document does not constitute an offer of, or an invitation by or on behalf of CI Capital Holding 
SAE or its Affiliates or any other company to any person, to buy or sell any security. The 
information contained herein has been obtained from published information and other sources, 
which CI Capital Holding SAE or its Affiliates consider to be reliable. None of CI Capital Holding 
SAE or its Affiliates accepts any liability or responsibility whatsoever for the accuracy or 
completeness of any such information. All estimates, expressions of opinion, and other 
subjective judgments contained herein are made as of the date of this document. Emerging 
securities markets may be subject to risks significantly higher than more established markets. 
In particular, the political and economic environment, company practices, and market prices 
and volumes may be subject to significant variations. The ability to assess such risks may also 
be limited due to significantly lower information quantity and quality. By accepting this 
document, you agree to be bound by all the foregoing and following provisions.  

1. CI Capital Holding SAE or its Affiliates have not recently been the beneficial owners of 1% 
or more of the securities mentioned in this report.  

2. CI Capital Holding SAE or its Affiliates have managed or co-managed a public offering of 
the securities mentioned in the report in the past 12 months.  

3. CI Capital Holding SAE or its Affiliates have received compensation for investment banking 
services from the issuer of these securities in the past 12 months and does expect to 
receive compensation for investment banking services from the issuer of these securities 
within the next three months.  

4. However, one or more of CI Capital Holding SAE, or its Affiliates may, from time to time, 
have a long or short position in any of the securities mentioned herein and may buy or sell 
those securities or options thereon either on their own account or on behalf of their clients.  

5. As of the publication of this report CI Capital Holding SAE does not make a market in the 
subject securities.  

CI Capital Holding SAE or its Affiliates may, to the extent permitted by law, act upon or use the 
above material or the conclusions stated above or the research or analysis on which they are 
based before the material is published to recipients and from time to time provide investment 
banking, investment management, or other services for or solicit or seek to obtain investment 
banking, or other securities business from, any entity referred to in this report.  

Enclave Capital LLC is distributing this document in the United States of America. CI Capital 
Holding SAE accepts responsibility for its contents. Any US customer wishing to effect 
transactions in any securities referred to herein or options thereon should do so only by 
contacting a representative of Enclave Capital LLC. 

 


