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Tadawul Sector Performance g grmad) (3 puud) Ciledad o))
Sector YTD MTD WTD £ Uadl)
Energy -12.7% -3.1% -0.4% e
Materials -2.4% -0.8% 1.9% Al 2yl
Capital Goods -5.3% -0.5% 4.3% Ll 1 aded)
Commercial & Prof. 13.1% 0.73% 0.15% Aigall s 4 latl) clasdld)
Transportation -16.4% -0.2% 1.3% Jail)
Consumer Durables 2.9% -3.6% 1.3% JaY) Al gh alud)
Consumer Services -11.6% -4.0% 2.1% 4SO claadl)
Media -16.2% 0.7% 2.2% Py
Retailing 7.6% 3.9% 4.4% AR pdaal) 33
Food & Staples 7.7% 5.49% 4.58% QXY d5jas
Food & Beverages 2.7% 6.0% 1.7% L) L)
Health Care Equipment -2.6% 5% 29% daaal) Al
Pharma -11.3% -2.4% 2.0% A5
Banks -4.3% 1.0% 2.0% e
Diversified Financials -5.5% -2.3% 1.2% Jugaill g lalia)
Insurance 2.9% -4.2% -1.3% Cpaldl
Telecom -6.0% 2.8% 0.9% ci¥laty)
Utilities 2.8% -4.2% 0.8% dalad) (330 pal)
REITS 16.7% -0.4% -1.9% Al gl &g i) (32050l
Real Estate -3.5% 2.8% 1.3% Sl faall yplaly 8,03
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SECTOR VALUATIONS AND EARNINGS GROWTH

zh ) sal Jira g (3 gaud) o\l oy

2015 Earnings| 2016 Earnings | 2017 Earnings Average 3Y PE 17E PE 18E Average 3Y
Growth Growth Growth Earnings Growth FWD PE
Expectations .
Sector : ; ; ; ‘ ; ; ; £ Uaall
L) sa L) A esiall LY el | LY saibaagia | Al jSe | Al psa | Al se bagia
2015 2016 2017 Sl i 3 2017 dsiadl | 2017 pdsial) 4adl &l gin 3
Overall Saudi Market -13.6% -5.3% 9.8% -3.0% 15.6 15.2 154 gl (8 gl
Banking & Financial Services -3.9% -5.4% 0.7% -2.9% 9.6 9.2 9.5 Aallal) cilasil) g & gty
Petrochemical Industries -15.0% 8.0% 8.5% 0.5% 16.5 15.0 15.2 il glas g sill
Telecommunications -19.3% 1.9% 5.0% -4.1% 65.5 54.6 48.6 enlaiy)
Cement -11.3% -23.2% -22.1% -18.9% 19.6 21.4 20.2 Culand)
Real Estate Development 8.6% -4.2% 14.0% 6.1% 58.4 52.7 55.3 G \aad) y glatl)
Transport -6.2% -4.3% -2.0% -4.2% 14.2 13.5 13.7 Jadl
Agriculture & Food Industries -14.2% -44.9% 0.9% -19.4% 38.4 33.0 30.7 LY g A3l
Building & Construction -25.3% -49.4% 1.8% -24.3% 21.2 20.4 20.8 Laidl) 5 L)
Retail -17.0% -7.2% 5.0% -2.5% 13.5 11.8 11.4 4 el
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- Qoor -
Investment thesis Al &) Jaa
Sectors strategy ile Uall) duati) i)
Sector Style Position Weight | Rationale ) oo | Sedl sl gl g Uadll
Banking & We are overweight on the Saudi Banking Sector in . . . . .
i Lo pnd 4G aunll eladl K1l 33l . “leadd) g &l gud)
Financial Value Overweight 20% anticipation of improvement in Net Interest Margins s g5t Cen gl ¢ )S)‘.J >3 %20 N e sl 4o = - i
Services (NIMs). aldl) el i i allall
petrochemical We are overweight on the Saudi Petchem sector with o gall Coria pe A glasS g il Slelivall gladl S jall 305 ede Ll
Industries Growth Overweight 20% weakening position of global peers on the back of O sl e gl Ll o o jAl Gudliall il %20 K e 3345 yad ._“' i
higher feedstock prices. "'éulj‘j\ A slas 5 il
Telecom & Info, Growth Overweight 10% ::rihseercfcz:e IZetcrfodr”;i:r:wg Itscc)ok?: toaot:fa gsffk;?lsﬁ);: risr; ALY (il g Aumin m) =S &LL:B\ s %10 BNBYR Y X SR
Technology 8 ’ o et el Al cladtay) Jb b Ul ST ang g Uadl) o ) 0 22 F | il glealt A,
. o NS - .o c s e .
Our view is supported by an increase in local e ML'J'{* oo &L%ﬂu L':UL” u:\ %5 S e sl gl ey
Food Growth Overweight 5% consumption combined with companies expanding AsLedl g s (epta
sl S o Sl 25 Ladl pall 55 el Bl 3 o) [ st s | iy
Healthcare Value Ui 5% Del'ayed expanspn plans and ramping receivables sl 5y sk S e
acting as hurdles in the growth route
bl Ll (e 2 35 () a8 siall (e dpapdaiil) ol ynll %5 S e 83l ) gad <l laal)
. Regulatory changes expected to boost real estate i
Real Estate Growth Overweight 5% ..
activity e
“fte N . UA.AAM . Tow .
Building & csesSall BlaY) (i ) &8 il (4 %4 ™ el il 5 oLl
. Growth Underweight 4% Expected decrease in government spending >
Construction
' i ' Al ) gl 8 dail 5 4 gali o llia g dag s sad SV | %8 BNBTRERE s dalundl 5 galadl
Hotel & Tourism aronih S 8% Raplldly .growm.g s.ector with vast development - &
projects in the pipeline
Cement Value Underweight 5% Fall in oil prices, with oversupply in the market. sl gl (83al 55 e s i) e (aliss) %3 S e dad Cieny)
. i .89 in 9 K 3o Wadll ey of adgidll :
Transport Growth Overweight 15% Sector is expected to grow at a CAGR of 7.8% i %T7.8 i i Juma g s o) adgial e %15 S0y 33 : il
till 2020. 2020 A I
Cut in allowances and introduction of fees, like pnd g cld i 5 aguy o slie Y Baly )y el gl i) %3 Uaas i & 3adl
Retail Value Underweight 3% fees on expat employees, are fostering the (SO By s A Sl ; '
reduction in consumer spending
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Preferred companies

dlraaall als pnll

Div : we | BAus
Company | PE17E Yielc':l Investment Rationale i) o sl 28 siall A i)
- 2017
We believe well stabilized oil prices at the current levels and recovery in i cilatia dlady Jall (o giwall dic Jadill jlend & 1801 o adias
the petrochemical products are the investment positives for the stock. f§ i, du;i s TR D L | e W) (el AL ) et
Sabic 13.6 | 5.2% | Further, sabic’s overseas businesses are benefiting from lower feedstock f «,’ - ‘fé—ud e N “}).\..d %4.5 13.6 il
. g Y okl s o padl A8 a s A Y1 o gl lad (alids) e it A gal)
prices and better supply-demand dynamics, notably in polycarbonate. ' E il )S"é}m"m
51 8 (sl La
saudi Strong delivery of airplanes to Saudi Airline will positively impact Saly g 3all i ikl ?L‘” Okl 3 a8 gl Ll ) b gladl
Airlines 11.8 7.4% catering s_ revenues. Growth also to come from the opening of luxury i jad) b sama YL L L By ‘25)_&3\" Q\.q\)_a\ e e T e N ‘
Cateri lounge, like the company has recently opened a luxury lounge at = : q.d\ e 43 J;{\ Z\JL.AS.\. > jj .
atering Madinah airport. el e (8 o e Croaill
After aggressive expansion undertaken by the company’s management,
the new strategy is more directed towards consolidation and optimizing | w3 (J) sgd (Al 3aaall dpagd) il 4S80 Sl ;s gl day
the international portfolio. Hence, the divestment of poorly performing S L) e CJJQ‘ Sl el gl LaiinYy) Alsdaall Jaeyl @j;ﬂ\j
STC 13.4 6.2% | entitles, is providing a boost at the cash flow level. Room for growth is o sl (e Bl ey 5 53 o LS Sl Al sl oo Aigeal %6.2 13.4 NN
dividend payouts is also highly likely as the group has lower leverage 3alayls ciasiiall «QWTJ‘ letin¥) el ) Jumd (o ‘\}A_.‘ 255
profile amid decreasing CAPEX commitments. STC is also concentrating C - O s )il 5 Callsal L < 5l
on cost efficiencies and stabilizing its EBITDA margin. T O DRy = padad e S
Operational excellence, valuation and attractive dividends, all attributes f Jaay Cus Cila ol Audls cna Jlo sl (Joadilll Glilae & i)
in one stock. The company plant operates at an average utilization rate of <ilS Al )351 Cre S 4N 4 sl e %109 Jaxay 45)“3\ ;
109% and has proven to be among the most efficient petrochemical j . %7 sai Ji Jaeas J \.J.u *.J\ LS & " - 4l Gé:S;LiS
Advanced 13.4 6.0% | plantsin the Kingdom. APC is currently trading at some 7% discount form %}Auo );"u e ) f )m J \;X\ . oo - " %6.0 134 PR
its peers. We believe it deserves to trade a premium due to partial hedge )L“ el = )‘:J oe oo S (‘@'“J o M} ‘o °
against the oil price decline, superior operations, and supporting Goiall ela¥) () ALYl (s Al e (@lisd) e () e
dividends. Saal) Sy 6l
We expect VLCC segment of the company which contributes ~75% ;
revenue to grow with the projected increase in demand for oil in 2017. | e Slad 58 g« Y1 (0 %75 saty Jadill AL ¢ Uad aaliy () «8 5
Bahri 7.9 6.9% | Further, the segment is also expected to get support from the new I (s acall 4S )&l &l ol Al e WS 2017 B Jsidl e calkl) %6.9 79 A
- 00. . S

contracts like the one with Saudi Railway Organization (SRO) to provide
logistic support.
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Our Strategy L)yl

Invests in concentered portfolio of small, mid, and large cap
companies in which the Arbah asset management team has
the highest conviction. The portfolio seeks long-term capital
appreciation by investing in 5-10 financially productive
companies across the market capitalization spectrum,
employing intensive fundamental analysis and accounting
validation to identify investment opportunities.
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Jae Gaob s Ay L) el b e 3855 5 e JLal Gl 3
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35 ye g Alald 5 ) sy Adlall A pEN Chlialad A 3 2ay Sl

Preferred Companies Performance Aliadal) S Ll el
Company YTD MTD WTD 48 il
Sabic 5.83% -0.08% | 0.97% il
Catering -12.73% | 0.45% | 0.27% Gl
STC -7.99% 1.86% | -0.45% <Ylaty)
Advanced 0.35% -0.50% | 1.81% Aeial
Bahri -17.75% | -1.95% | 1.34% G
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Arbah Research

Al Khaleej Road, Samic Tower,8th E: research@arbahcapital.com
Floor, P.O. Box 8807, Dammam T: +966-3831-6482

31492, Kingdom of Saudi Arabia Arbah Asset Management
Toll Free : 800-433-7777 E: am@arbahcapital.com

T: +966-13-831-6444 T: +966-3831-6455
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This report is produced by Arbah Capital Company (“Arbah”), operating under the supervision of the
Saudi Arabian Capital Markets Authority under license humber 07083-37. This document does not
constitute an offer or invitation to subscribe for or purchase any securities, and neither this
document nor anything contained herein shall form the basis of any contract or commitment
whatsoever. It is being furnished to you solely for your information and may not be reproduced or
redistributed to any other person. Neither this report nor any copy hereof may be distributed in any
jurisdiction outside Saudi Arabia where its distribution may be restricted by law.

Information and opinions contained herein have been compiled or arrived by Arbah from public
sources believed to be reliable, but Arbah has not independently verified the contents of this
document. Accordingly, no representation or warranty, express or implied, is made as to and no
reliance should be placed on the fairness, accuracy, completeness or correctness of the information
and opinions contained in this document.

Arbah accepts no liability for any loss arising from the use of this document or its contents or
otherwise arising in connection therewith shall have no responsibility or liability whatsoever in
respect of any inaccuracy in or omission from this or any other document prepared by Arbah for, or
sent by Arbah to any person and any such person shall be responsible for conducting his 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. To the maximum extent permitted by applicable law and regulation, Arbah shall not
be liable for any loss that may arise from the use of this report or its contents or otherwise arising in
connection therewith. Opinions and estimates constitute our judgment and are subject to change
without prior notice. Past performance is not indicative of future results.

Arbah may, from time to time to the extent permitted by law, participate or invest in other financing
transactions with the issuers of the securities (‘securities’), perform services for or solicit business
from such issuer, and/or have a position or effect transactions in the securities or options thereof.
Arbah may, to the extent permitted by applicable Saudi law or other applicable laws or regulations,
effect transactions in the securities before this material is published to recipients.
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