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Market Commentary, September 2020

+ Most GCC equity markets were positive in September, despite concerns of economic recovery amid threat of second wave of COVID-19 and fall in oil prices.

«  Kuwait markets were positive, with the Kuwait All Share index registering a gain of 2.9% in September. On 29th September 2020, the Kuwait All Share index
fell by as much as 3.4% during trading but trimmed the losses to 2.2% at trade close. The fall was due to concerns over the condition of the Emir’s health,
whose demise was confirmed later in the day. Among Kuwait sectors, insurance was the top gainer, rising 8.3%, while consumer goods index saw the
biggest decline, down 3.6% for the month. Among blue chips, Kuwait Finance House (KFH) gained the most at 5.6%, followed by Agility Public Warehousing
gaining 5.3%, while Mobile Telecommunications (Zain) lost 2.7% for the month. Kuwait All Share Index’s PE ratio was at 13.1 by the end of the month. Market

liquidity in September as indicated by the average daily traded value has increased by 44% over previous month to USD 165 million

e Regionally, the S&P GCC composite index gained 2.5%, with all markets except Abu Dhabi and Oman ending the month in positive territory. Saudi Arabian
equity market gained 4.5% in September followed by Bahrain, which gained 3.9%. Saudi Arabia has partially lifted travel bans since mid-September and plans
to scrap all travel restrictions for citizens on January 1, 2021. The country’s economy contracted by 7% in Q2 2020, with the non-oil sector contracting by

8.2% and oil sector contracting by 5.3%.

»  Among the GCC Blue Chip companies, Ezdan Holding (Qatar) increased by 38.4% in September. FTSE Russell has upgraded the company from its midcap
index to large cap index. Abu Dhabi National Energy Company (UAE) decreased by 6.1% in September.

« The performance of global equity markets was negative, with the MSCI World Index losing 3.6% in September, on the back of concerns over economic
recovery due to threat of second wave of COVID-19 and fading stimulus measures. U.S. (S&P 500) declined by 3.9% in September, led by losses in tech
stocks. The UK (FTSE 100) markets lost 1.6% for the month. Eurozone economies have renewed some lockdown restrictions due to spike in COVID-19

cases. Emerging markets decreased by 1.8% for the month.

»  Oil prices closed at USD 41.0 per barrel at the end of September 2020, posting a monthly loss of 9.6%. Persisting COVID-19 fears, renewal of some lockdown

restrictions in the Eurozone and expectation of lower oil imports by China have led to fall in prices.
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Boursa Kuwait's stock surges on its trading debut -
Has privatization been a success?

»  Boursa Kuwait surged more than 10 times in its trading debut on September 14t as it became only the third publicly traded exchange in the Middle

East. Share prices rose as high as 1,210 fils and closed the day at 1,055 fils after being priced at 100 fils during the IPO last year.

+ As apart of the IPO, 50% of the company’s shares were sold to Kuwaiti Nationals. This followed the 44% stake sale to a consortium of domestic and
international investors in February 2019. The remaining 6% is owned by the government making it the first Kuwait government entity to successfully

undergo privatization.

« The successful listing will provide a fillip to the privatization drive of the Kuwait Government as it looks to boost non-oil revenues. The significant

gains accrued by private Kuwaiti investors in the listing will help generate more interest in subsequent privatization of state-owned enterprises.

« The sale is a part of a wider divestment programme by the government that will see 40 state assets privatized over the next 20-30 years, In 2016 the

government announced that 60% of public sector companies will be privatized, with the private sector allowed to acquire shares of up to USD 9bn.

« However, past privatization plans have often stalled in Kuwait such as the unsuccessful sale of Kuwait Airways in 2013. One of the reasons for the

failure was the high cost of existing employment arrangements as Kuwaiti parliamentarians sought to protect jobs in the future privatized entities.

+ This is likely to be an issue in subsequent privatizations as the new management would want to streamline costs including employee expenses.
Boursa Kuwait stock likely benefited due to it being a more tech-oriented company without significant labour costs. So this is too soon to judge the

success of the privatization drive, though this is undoubtedly a good start.
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.‘ Flurry of Bond issuances - How are GCC countries placed?

e 2020 has seen bond issuances totaling USD 42 billion so far by GCC governments as they try to raise funds in the market to plug record deficits due

to the oil price crash and the COVID-19 crisis.

« GCC Sovereign yields have come down since the market selloff in March at the height of the crisis. Currently, 10-year yields for Kuwait Government

bonds stands at 1.54% (a fall from 2.37%, 2020-start) while that of Saudi Arabia, Abu Dhabi and Qatar stand at 1.80%, 1.93% and 1.95% respectively.

» Qatar, Abu Dhabi and Saudi Arabia were able to successfully issue debt in April even when yields where higher than current yields. They are well

placed to issue new debt when the need arises.

« However, Kuwait has not been able to issue new debt due to the public debt law not being passed by the parliament. After a debut Eurobond

issuance in 2017, Kuwait's public-debt law lapsed, rendering the government unable to issue new bonds.

« Bahrain and Oman, the GCC members with below-investment grade ratings have also seen their 10-year yields decrease since March despite
multiple downgrades by rating agencies. Oman’s came down from 12% on March 19 to 7.28% on September 28. Bahrain’s yields decreased from

7.3% on May 11 to 6% on September 28.

« Following Bahrain's successful USD 1 billion sukuk issue and USD 1 billion in 12 year bond at 5.45% yield this month, Oman is planning to come up

with a USD 3 or 4 billion issuance.

»  Expectation of support from other GCC members have meant that Bahrain and Oman have seen lower yields compared to other countries with

similar sovereign ratings and are consequently better placed to issue more debt.
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How deep is the impact of COVID-19 on the
GCC aviation industry?

« Aviation has been hit hard by COVID-19 related lockdowns and travel restrictions. According to IATA, revenue of airlines in GCC is expected to decline by 56%

in 2020 and while the passenger numbers are expected to drop by 54%.

»  The number of flights in middle east region had reached their lowest point in April 2020, dropping by 92% relative to early January 2020. As of late July, the

number of flights were 70% lower than January 2020, indicating roadblocks in recovery.

« Airlines are resorting to various measures such as reducing workforce numbers, offering unpaid leaves to staff, focusing on cargo transportation etc. to tide
over the crisis. Etihad Airways has announced COVID-19 insurance to boost demand. Government measures to support the industry include capital injection in

Qatar Airways and Emirates Airlines by their respective governments and Saudi Arabia’s fee waiver for slot coordinated airports.

« Persisting travel restrictions particularly in international travel, limited capacity flights, quarantine requirements, hesitation of passengers to travel due to

COVID-19 fears would continue to weigh down the industry. The threat of second wave of COVID-19 and subsequent lockdown restrictions also remain.

+ Measures such as ensuring liquidity, reducing fixed costs, tailoring processes for the COVID-19 world are important as the industry navigates through the

crisis.
Estimated Impact for Aviation Sector in GCC countries in 2020 H1 2020 Performance of select airlines in GCC
Jobs at Risk GDP Loss (USS billions) Airlines Country Drop in Passenger Drop in Revenue y-

Number y-o-y o-y

UAE 421,200 -25.9

Saudi Arabia 322,500 -20.1 Etihad UAE 58% 38%

Qatar 78,400 -3.1

Kuwait 33,100 N A Air Arabia UAE 57% 53%

Oman 53,400 N.A

Bahrain 13,100 NA Jazeera Airways Kuwait N.A 44%
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‘ GCC Equity Market performance, September 2020
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‘ GCC Equity Market valuation
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‘ GCC Equity Market valuation
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‘ GCC Sectoral performance, September 2020
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‘ Global Equity Market performance, September 2020
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Monthly Returns and Value of USD 1 Invested

Saudi Arabia

Yearly $1 invested

Returns in 2015

2015 6.5% 4.9% -5.7% 12.0% -1.5% -6.2% 0.1% -17.3% -1.6% -3.8% 1.6% -4.5% -17.1% 0.83
2016 -13.2% 1.6% 2.1% 9.4% -5.3% 0.8% -3.0% -3.5% -7.5% 6.9% 16.4% 3.0% 4.3% 0.87
2017 -1.5% -1.8% 0.4% 0.2% -2.0% 8.1% -4.5% 2.3% 0.3% -4.8% 1.0% 3.2% 0.2% 0.87
2018 5.9% -3.0% 6.1% 4.3% -0.6% 1.9% -0.2% -4.2% 0.6% -1.2% -2.6% 1.6% 8.3% 0.94
2019 9.4% -0.8% 3.8% 5.5% -8.5% 3.6% -1.0% -8.2% 0.9% -4.3% 1.5% 6.7% 7.2% 1.01
2020 -1.7% -7.5% -14.7% 9.3% 1.4% 0.2% 3.3% 6.5% 4.5% -1.1% 1.00
Kuwait
Jan Feb Mar Apr May Nov Dec I'\Ie ettaj:lr')l’s $1ilin;§1$ ;ed
2015 0.6% 0.4% -4.8% 1.5% -1.3% -1.4% 0.8% -6.9% -1.6% 0.9% 0.5% -3.2% -14.1% 0.86
2016 -8.9% 1.8% 0.4% 3.1% 0.2% -0.7% 1.6% -0.6% -0.4% 0.0% 2.8% 3.5% 2.4% 0.88
2017 18.9% -0.7% 3.6% -2.7% -0.8% -0.3% 1.3% 0.6% -3.1% -2.5% -4.9% 3.4% 11.5% 0.98
2018 4.4% 1.3% -2.1% -4.0% -1.3% 3.3% 57% -0.7% -0.1% -1.7% 1.3% -0.6% 5.2% 1.03
2019 2.5% 0.5% 7.4% 0.2% 1.8% 1.8% 4.9% -2.9% -4.4% 0.7% 3.7% 6.0% 23.7% 1.28
2020 0.7% -4.0% -20.6% 3.2% 0.4% 2.7% -3.2% 6.6% 2.9% -13.3% 1.11

Source: Refinitiv; Data as of September 30, 2020
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‘ Monthly Returns and Value of USD 1 Invested

Abu Dhabi

D¢ peums | in2015
2015 -1.6% 51% -4.7% 4.0% -2.6% 4.3% 2.3% -7.0% 0.2% -4.0% -2.0% 1.7% -4.9% 0.95
2016 -5.9% 7.3% 0.9% 3.5% -6.5% 5.8% 1.7% -2.3% 0.1% -3.9% 0.2% 5.5% 5.6% 1.00
2017 0.1% 0.1% -2.4% 1.8% -2.1% 0.0% 3.2% -2.1% -1.6% 1.9% -4.4% 2.7% -3.3% 0.97
2018 4.6% -0.1% -0.3% 1.8% -1.4% -1.0% 6.6% 2.6% -1.0% -0.7% -2.7% 3.0% 11.7% 1.09
2019 2.6% 1.8% -1.2% 3.6% -4.8% -0.5% 6.8% -2.9% -2.1% 1.0% -1.5% 0.9% 3.3% 112
2020 1.6% -4.9% -23.8% 13.3% -2.1% 3.5% 0.4% 5.0% 0.0% -11.0% 1.00

Dubai

Yearly $1 invested

Returns in 2015
2015 -2.6% 5.2% -9.1% 20.3% -7.2% 4.2% 1.4% -11.6% -1.9% -2.5% -8.5% -1.7% -16.5% 0.83
2016 -4.9% 8.1% 3.6% 41% -5.1% -0.1% 5.2% 0.6% -0.9% -4.1% 0.9% 5.1% 12.1% 0.94
2017 3.2% -0.3% -41% -1.9% -2.2% 1.6% 71% 0.1% -2.0% 2.0% -5.9% -1.5% -4.6% 0.89
2018 0.7% -4.4% -4.2% -1.4% -3.3% -4.8% 4.8% -3.9% -0.2% -1.8% -4.2% -5.2% -24.9% 0.67
2019 1.5% 2.7% 0.0% 5.0% -5.3% 1.5% 9.8% -5.5% 0.8% -1.2% -2.5% 3.2% 9.3% 0.73
2020 0.9% -7.2% -31.6% 14.4% -4.0% 6.2% -0.7% 9.5% 1.3% -17.8% 0.60

Source: Refinitiv; Data as of September 30, 2020
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‘ Monthly Returns and Value of USD 1 Invested

Qatar

Yearly

Returns

$1 invested
in 2015

2015 -3.1% 4.6% -5.9% 3.9% -1.0% 1.3% -3.4% -1.9% -0.9% 1.2% -13.0% 3.4% -15.1% 0.85
2016 -9.1% 4.3% 4.9% -1.8% -6.4% 3.6% 7.3% 3.6% -5.0% -2.5% -3.7% 6.6% 0.1% 0.85
2017 1.5% 1.0% -2.9% -3.1% -1.6% -8.8% 4.2% -6.4% -5.5% -1.8% -5.5% 10.5% -18.3% 0.69
2018 8.0% -6.0% -0.9% 6.3% -2.5% 1.6% 8.9% 0.6% -0.7% 5.0% 0.6% -0.6% 20.8% 0.84
2019 4.1% -5.7% 0.0% 2.7% -1.0% 1.8% 0.5% -2.6% 1.3% -1.7% -0.4% 2.7% 1.2% 0.85
2020 0.2% -9.1% -13.5% 6.8% 0.9% 1.7% 4.1% 5.1% 1.5% -4.2% 0.81
Oman

Yearly $1 invested

Returns in 2015
2015 3.4% 0.0% -4.9% 1.4% 1.0% 0.6% 2.1% -10.5% -1.4% 2.4% -6.4% -2.6% -14.8% 0.85
2016 -4.2% 4.2% 1.3% 8.7% -2.2% -0.6% 1.2% -1.9% -0.2% -4.3% 0.1% 5.4% 7.0% 0.91
2017 -0.1% 0.1% -4.0% -0.7% -1.7% -5.6% -1.8% 0.6% 1.7% -2.5% 2.0% -0.2% -11.8% 0.80
2018 -1.9% 0.1% -4.6% -0.9% -2.6% -0.8% -5.1% 1.9% 2.8% -2.7% -0.2% -2.0% -15.2% 0.68
2019 -3.6% -0.5% -3.9% -1.0% -0.3% -1.3% -3.2% 6.5% 0.3% -0.4% 1.6% -2.0% -7.9% 0.63
2020 2.5% 1.3% -16.5% 2.6% 0.1% -0.8% 1.5% -4.2% -9.2% 0.57

Source: Refinitiv; Data as of September 30, 2020
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‘ Monthly Returns and Value of USD 1 Invested

Bahrain

Yearly $1 invested

Returns in 2015
2015 -0.2% 3.5% -1.7% -4.1% -1.9% 0.3% -2.6% -2.4% -1.8% -2.0% -1.4% -1.4% -14.8% 0.85
2016 -2.4% -0.7% -4.0% -1.8% 0.1% 0.6% 3.3% -1.2% 0.7% -0.1% 2.2% 3.9% 0.4% 0.86
2017 6.8% 3.5% 0.5% -1.5% -1.2% -0.7% 1.4% -1.9% -1.5% -0.5% 0.5% 3.7% 9.1% 0.93
2018 1.4% 1.4% -3.8% -4.6% 0.6% 3.6% 3.6% -1.5% 0.0% -1.8% 1.1% 0.6% 0.4% 0.94
2019 4.0% 1.5% 0.0% 1.5% 0.0% 2.6% 5.2% -0.9% -1.1% 0.4% 0.2% 5.5% 20.4% 1.13
2020 2.9% 0.2% -18.7% -3.0% -3.1% 0.6% 1.0% 7.0% 3.9% -10.9% 1.01

Source: Refinitiv; Data as of September 30, 2020
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Published Research - Our breadth of research coverage

Industry
Research

90+ reports

Our Industry coverage
includes reports on:
e Retail

e Infrastructure

e Aviation

e Hospitality

e Healthcare

e Banking

¢ Asset Management
e Food & Beverage

e REITs

e Telecom

e Education

e Petrochemicals

Capital Market

Research

30+ reports

Our Capital Market
coverage includes reports

on:

GCC Risk Premium

GCC Corporate Earnings
GCC's Best Capital Allocators
GCC's RODE Stocks

Most valuable companies in
GCC

GCC High Margin Industries
GCC Stock Market Outlook

Economy

Research

45+ reports

Our Economic coverage

includes reports on:

e Trade relations report
(multiple)

¢ GCC Economic and
Investment Themes

e GCC Currency Peg

¢ Negative Interest Rates

e Cheaper Qil - is here to stay?

e Kuwait Credit growth

e Economic Themes Report
(multiple)

Policy
Research

45 + reports

Our sector coverage includes
reports on:

5G Implications for GCC business

GCC Ride Sharing Sector -
Estimating the Market Size

Consulting in GCC: understanding
the value add

Crowdfunding in GCC - A New and
Faster Source of Funding

Blockchain: More respectable so far
than Crypto’s

Kuwait Labor Productivity
GCC Free trade Zones

Yes We Can - FDI in Kuwait
Militarization of GCC

Kuwait’'s SME’s - Accelerating
Economic Diversification

GCC Cloud Computing
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How to access our Published Research?

e The most effective way to access our research is to buy
a Subscription Package:

» Marmore offers four subscription packages to suit
different requirements of users:

m@m Enterprise Package

Institutional Package

@3 Country Package

Knowledge Package

» Users can also request for a customized
subscription package

e Marmore’s research is also available on demand.

» Users can buy a report by directly visiting our
website: www.marmoremena.com
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https://www.marmoremena.com/subscription-plan/
https://www.marmoremena.com/subscription-plan/#r1
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https://www.marmoremena.com/subscription-plan/#r3
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Multiple ways to engage with us

Send us an Enquiry

/<3

Write us an email with your requirements at
enquiry@e-marmore.com
Or
Call us at +965 2224 8280 to discuss

Join our WhatsApp Broadcast Group

MARMORE

T / )
GCC Research\- -
on-the-Go

e An easy way to keep your self updated on new
publishing by Marmore

e Regular updates on key events

e A great platform which allows you to post a
question and get answers

Register with us today and get access to

Login and Register

Dt have an accounst with ue?

e Regular updates on new reports e Monthly Market Review

e Insightful Articles e Infographic

Follow us on Social Media

Q marmoremena @ marmore-mena ﬁ marmoremena

Q marmoreMENA @ marmore_mena

e An easy way to keep your self updated on new publishing by Marmore

e Regular updates on key events

marmoremena.com
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