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Event Update - IMF Releases its Regional Economic Outlook Oct-2014

In its latest regional economic outlook on MENA Region, IMF has indicated that despite
setbacks, an uneven global economic recovery continues. According to the IMF, the growth
forecast for the world economy has been revised downward to 3.3% this year, 0.4 percentage
point lower than in the April 2014 World Economic Outlook largely due to weaker-than-
expected global activity in the 1H-2014.

Economic developments in the MENA Region continue to reflect the diversity of conditions
prevailing across the region. Most high-income oil exporters, primarily in the GCC, continue to
record steady growth and solid economic and financial fundamentals, albeit with medium-term
challenges that need to be addressed. In the non-GCC countries, improving the political and
business environment, addressing infrastructure bottlenecks, and enhancing access to finance
are important prerequisites for raising investment, productivity, and sustained growth.

GDP growth in the GCC region is expected to improve in 2014 to reach 4.4% after seeing
healthy growth of 4.1% in 2013 as per IMF estimated figures. Growth remains steady in most of
the GCC countries on the strength of public spending on infrastructure and private sector credit
expansion in many countries. Despite the regional issues, in addition to the huge drop in oil
prices, IMF upgraded its GDP growth forecast for Saudi Arabia, the region’s largest economy to
reach 4.6% in 2014 compared to the previous estimates of 4.1% for the same year in May 2014.
The outlook of Qatar economy upgraded from a growth rate of 5.9% estimated in May-14 to
6.5% in October for 2014, the highest Growth among its peers in the GCC Region. The IMF
estimates Kuwait’s growth rate to be 1.4% a sharp decline from the May estimate of 2.6%.

Previous Estimates / . . \ Current Estimates
Revisions by IMF
May 2014 October 2014
Real GDP Growth 2013E| 2014F| 2015F 2013 2014€| 2015F | [EE EIE T
Percentage
saudi Arabia 38%  41%  42% 02%  05%  0.3% 4.0% 4.6% 4.5%
United Arab Emirates 4.8% 4.4% 4.2% 0.4% -0.1% 0.3% 5.2% 4.3% 4.5%
Qatar 61%  59%  7.1% 04%  07%  0.6% 6.5% 6.5% 7.7%
Kuwait 08%  2.6%  3.0% 12%  -12%  -1.2% -0.4% 1.4% 1.8%
Oman 51%  34%  3.4% 03%  00%  0.0% 4.8% 3.4% 3.4%
Bahrain 49%  47%  33% 04% -08%  -0.3% 5.3% 3.9% 2.9%
Real GDP Growth for GCC 41%  42%  4.4% 00%  02%  0.1% 41%  44%  45%
Inflation, Avg. CPI 2013E| 2014F| 2015F 2013 2014€| 2015F | [ETE ETTE T
Percentage
Saudi Arabia 35%  3.0%  3.2% 00% -01%  0.0% 3.5% 2.9% 3.2%
United Arab Emirates 11%  22%  25% 00%  00%  0.0% 1.1% 2.2% 2.5%
Qatar 31%  3.6%  3.5% 00% -02%  0.0% 3.1% 3.4% 3.5%
Kuwait 27%  34%  4.0% 01% -03%  -0.5% 2.7% 3.0% 3.5%
Oman 13%  27%  3.1% 01%  01%  -0.3% 1.2% 2.8% 2.8%
Bahrain 33%  25%  24% 00%  00%  0.0% 3.3% 2.5% 2.4%
Inflation in GCC 29%  30%  32% 01% -02% -0.1% 2.8% 2.8% 3.1%
. Current account balance 2013E| 2014F| 2015F 2013 2014€| 2015F | [ETE EITE LT
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T . Percentage of GDP
St Ui et Saudi Arabia 17.4%  158%  13.3% 03% -0.7% -0.9% 17.7%  151%  12.4%
:(96;5")1 e i907 ! United Arab Emirates 149%  133%  12.4% 12% 22%  -0.6% 161%  111%  11.8%
aisal.hasan@kamconline.com Qatar 292%  254%  20.5% 17%  17%  2.7% 309%  27.1%  232%
. Kuwait 38.8%  37.4%  34.2% 17%  34%  4.4% 405%  408%  38.6%
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i ) Oman 97%  7.8%  2.5% 22%  21%  31% 11.9% 9.9% 5.6%
Vice President .
Bahrain 120%  104%  9.4% 42%  -34%  -3.0% 7.8% 7.0% 6.4%
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, ‘ CA Balance/ % of GDP 202% 183%  15.6% 07% -04%  03% 209%  17.9%  15.9%
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Source: International Monetary Fund (IMF), May 2014 Report and October 2014 Report.
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MENA growth revised downward from 3.2 percent to 2.7 percent ....

According to IMF, Economic developments in the MENA countries continue to reflect the diversity of conditions
prevailing across the region. Most high-income oil exporters, primarily in the GCC, continue to record steady growth
and solid economic and financial fundamentals, albeit with medium-term challenges that need to be addressed. In
contrast, other countries—Iraq, Libya, and Syria—are mired in conflicts. And yet other countries, mostly oil importers,
are making continued but uneven progress in advancing their economic agendas, often in tandem with political
transitions and amidst difficult social conditions. In most of these countries, without extensive economic and structural
reforms, economic prospects for the medium term remain insufficient to reduce high unemployment and improve
living standards. Economic activity in the MENA oil-importing countries has remained lackluster this year at about 3
percent, but growth is expected to pick up to 4 percent in 2015 (broadly unchanged from the May 2014 Update).

GCC economies need to undertake significant reforms....

In the GCC economies, the need is to strengthen their fiscal positions by using the current period of economic strength
to save more of their oil windfall. IMF has suggested that most oil exporters also need to adapt their economic model
for more sustained, inclusive, and diversified growth. The country’s financial fiscal model has been dependent on the
growth of government spending supported by increases in oil prices. Transitioning to a more diversified, private
sector—driven model requires significant reform. In the GCC countries, the business environment is generally favorable
and infrastructure gaps are small. So the reform priorities should center on improving the quality of education and its
relevance for private sector needs; reducing distortions that lead to reliance on foreign labor, thereby increasing
private sector job opportunities for nationals; and encouraging efficient production of tradable goods and services
rather than activity in non-tradable sectors with low productivity growth.

We believe that the inflation situation in the GCC economies will continue to be benign as reflected from the IMF data
and projection. However, any further decline in oil prices will have an effect on their fiscal balance and current account
balance. Although the current oil prices (above USD 80 per barrel) are above the breakeven prices of most countries,
however the high expenditures especially the current expenditure can be a cause of concern in future if the oil prices
remain depressed or if the oil exporters take production cuts. What GCC requires is more diversification of their
economies which they are looking at seriously through various projects and using oil surplus to spur the non-oil sector
which is being seen in the strong growth in the non-oil sector in these economies albeit on a lower base and scale.

In the GCC, the business environment is favorable by international standards, infrastructure gaps are small, and the
efficiency of high capital spending is comparable with that in other countries. However, IMF suggests some more
measure to build on the progress which includes improving education quality, restraining growth in public wage bills
and incentivizing GCC men and women to seek private sector jobs, reducing distortions that lead to excessive reliance
on foreign labor, gradually reducing energy subsidies and reorienting incentives toward tradable sectors. It will also
help in tackling another challenge that the GCC region faces which is to create jobs for the young population which will
be joining the workforce in the near future.

Oil price decline a major risk factor....

Oil prices needs to be watched out for as higher-than-expected oil supply from other regions (for example, the United
States) or lower global oil demand, owing to weaker global economic growth, could also further ease oil markets. As
per IMF, oil prices, as well as regional security conditions, are also important sources of risk for activity in the non-oil

economy.

Oil Prices Movement (USD/B) Oil and Non-Oil Real GDP Growth 2014

Brent Opec Basket + Oil GDP Growth E2014 Non-Oil GDP Growth E2014

14% -
115 - 11.8%
110 - 12% -
\
105 -| 10% -
100 - 8% 6.5%
5.6% 5.5%

95 - 6% - 5.0%
3.5%
90 - 4% |
85 - 1.7%
2% | 0.6% 'S 0.2% 0.4%
80 | * * -0.2%
0% T —11% * T T L |
75 —— —— *
o m ™ ™ ™ o [az] [a2] a2 o [a2] a2} < < < < < < < < < < -2% .
D v (L (U VA B rU T B i v (R A VTV VTV
&3 g s r§>€ 53 :?" g8 ZB 2 52 - g 53 :?" g8 KSA UAE Qatar Kuwait Oman Bahrain
Source: Bloomberg Source: IMF, October 2014

Event Update



Disclaimer & Important Disclosures

KAMCO is authorized and fully regulated by the Capital Markets Authority ("CMA, Kuwait") and partially regulated by the Central Bank of Kuwait (“CBK”)

This document is provided for informational purposes only. Nothing contained in this document constitutes investment, an offer to invest , legal, tax or other advice or
guidance and should be disregarded when considering or making investment decisions. In preparing this document, KAMCO did not take into account the investment
objectives, financial situation and particular needs of any particular person. Accordingly, before acting on this document, investors should independently evaluate the
investments and strategies referred to herein and make their own determination of whether it is appropriate in light of their own financial circumstances and
objectives. The entire content of this document is subject to copyright with all rights reserved. This research and the information contained herein may not be
reproduced, distributed or transmitted in Kuwait or in any other jurisdiction to any other person or incorporated in any way into another document or other material
without our prior written consent.

Analyst Certification

Each of the analysts identified in this report certifies, with respect to the sector, companies or securities that the individual analyses, that (1) the views expressed in this
report reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation was, is or will be directly or
indirectly dependent on the specific recommendations or views expressed in this report.

KAMCO Ratings
KAMCO investment research is based on the analysis of regional and country economics, industries and company fundamentals. KAMCO company research reflects a
long-term (12-month) target price for a company or stock. The ratings bands are:

* Outperform: Target Price represents expected returns >= 10% in the next 12 months
* Neutral: Target Price represents expected returns between -10% and +10% in the next 12 months

* Underperform: Target Price represents an expected return of <-10% in the next 12 months

In certain circumstances, ratings may differ from those implied by a fair value target using the criteria above. KAMCO policy is to maintain up-to-date fair value targets
on the companies under its coverage, reflecting any material changes to the analyst’s outlook on a company. Share price volatility may cause a stock to move outside
the rating range implied by KAMCO'’s fair value target. Analysts may not necessarily change their ratings if this happens, but are expected to disclose the rationale
behind their view to KAMCO clients.

Any terms and conditions proposed by you which are in addition to or which conflict with this Disclaimer are expressly rejected by KAMCO and shall be of no force or
effect. The information contained in this document is based on current trade, statistical and other public information we consider reliable. We do not represent or
warrant that such information is fair, accurate or complete and it should not be relied upon as such. KAMCO has no obligation to update, modify or amend this
document or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.
The publication is provided for informational uses only and is not intended for trading purposes. The information on publications does not give rise to any legally
binding obligation and/or agreement, including without limitation any obligation to update such information. You shall be responsible for conducting your own
investigation and analysis of the information contained or referred to in this document and of evaluating the merits and risks involved in the securities forming the
subject matter of this or other such document. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of
other agreements to which KAMCO is a party.

Nothing in this document should be construed as a solicitation or offer, or recommendation, to acquire or dispose of any investment or to engage in any other
transaction, or to provide any investment advice or service. This document is directed at Professional Clients and not Retail Clients within the meaning of CMA rules.
Any other persons in receipt of this document must not rely upon or otherwise act upon it. Entities and individuals into whose possession this document comes are
required to inform themselves about, and observe such restrictions and should not rely upon or otherwise act upon this document where it is unlawful to make to such
person such an offer or invitation or recommendation without compliance with any authorization, registration or other legal requirements.

Risk Warnings

Any prices, valuations or forecasts are indicative and are not intended to predict actual results, which may differ substantially from those reflected. The value of an
investment may go up as well as down. The value of and income from any investment may fluctuate from day to day as a result of changes in relevant economic
markets (including, without limitation, foreseeable or unforeseeable changes in interest rates, foreign exchange rates, default rates, prepayment rates, political or
financial conditions, etc.).

Past performance is not indicative of future results. Any opinions, estimates, valuations or projections (target prices and ratings in particular) are inherently imprecise
and a matter of judgment. They are statements of opinion and not of fact, based on current expectations, estimates and projections, and rely on beliefs and
assumptions. Actual outcomes and returns may differ materially from what is expressed or forecasted. There are no guarantees of future performance. Certain
transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. This document does not
propose to identify or to suggest all of the risks (direct or indirect) which may be associated with the investments and strategies referred to herein.

Confilict of Interest

KAMCO and its affiliates provide full investment banking services, and they and their directors, officers and employees, may take positions which conflict with the views
expressed in this document. Salespeople, traders, and other professionals of KAMCO may provide oral or written market commentary or trading strategies to our
clients and our proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this document. Our asset management area, our
proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this
document. KAMCO may have or seek investment banking or other business relationships for which it will receive compensation from the companies that are the subject
of this document. Facts and views presented in this document have not been reviewed by, and may not reflect information known to, professionals in other KAMCO
business areas, including investment banking personnel. United Gulf Bank, Bahrain owns majority of KAMCO’s shareholding and this ownership may create, or may
create the appearance of, conflicts of interest.

No Liability & Warranty

KAMCO makes neither implied nor expressed representations or warranties and, to the fullest extent permitted by applicable law, we hereby expressly disclaim any and
all express, implied and statutory representations and warranties of any kind, including, without limitation, any warranty as to accuracy, timeliness, completeness, and
fitness for a particular purpose and/or non-infringement. KAMCO will accept no liability in any event including (without limitation) your reliance on the information
contained in this document, any negligence for any damages or loss of any kind, including (without limitation) direct, indirect, incidental, special or consequential
damages, expenses or losses arising out of, or in connection with your use or inability to use this document, or in connection with any error, omission, defect, computer
virus or system failure, or loss of any profit, goodwill or reputation, even if expressly advised of the possibility of such loss or damages, arising out of or in connection
with your use of this document. We do not exclude our duties or liabilities under binding applicable law.

KIPCO Asset Management Company ©2014



KAMCO
Q505

KIPCO Asset Management Company
Al-Shaheed Tower, Khalid Bin Al-Waleed Street- Sharq
P.O. BOX : 28873, Safat 13149, State of Kuwait
Tel: (+965) 1852626 Fax: (+965) 22492395
Email : Kamcoird@kamconline.com
Website : http://www.kamconline.com

KIPCO Asset Management Company ©2014


mailto:Kamcoird@kamconline.com
http://www.kamconline.com

