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Chairman’s

Message

hank you, dear readers,

for your steadfast support
to the Investor magazine.
Through the magazine, we
have been endeavouring to
bring you an analytical take on
several topical issues in Kuwait
and broader GCC.

We take immense pleasure in
presenting to you this edition
of the magazine, where in we
discuss the state of IPOs in
GCC.

It is definitely IPO time in GCC,
even as global IPO market has
just begun to see some green
shoots following a period of
lull amid a high interest rate
environment.

While market activity had been
tepid in GCC through most of
last decade, Saudi Aramco’s
IPO had been the tipping
point, placing GCC IPOs on
the global map. Further,
accelerated government

reforms in the wake of oil price
uncertainties during COVID-19
pandemic, and events like
Dubai’s Expo 2020 have drawn
investors' attention to the
region. In sum, the current
IPO drive in GCC has been the
confluence of multiple factors
- government reforms and
initiatives such as privatisation
of state- owned companies,
investor interest amid positive
post  listing  performance
of many companies and
business interest stemming
from  favourable  macro
environment.

IPOs in GCC have had their
own hits and misses. While we
have IPOs like that of Parkin
that was oversubscribed 165
times and had shot up 30%
on its market debut, we have
also had ones like Pan Gulf
Marketing Company that fell
29% on its debut.

The sheer variety in companies

Implementation
of additional
measures such

as providing
incentives to listed
companies could
truly kickstart the

IPO Blitz
in Kuwait.



that have listed in recent years
mirror the broader ongoing
economic diversification drive in
GCC. While energy has been the
obvious dominant sector during
the period between 2019 and
H1 2024, interestingly, dominant
sector for each year has varied
through  2020-23, spanning
healthcare, consumer cyclicals,
utilities, energy, with industrials

being the most dominant in
H1 2024. The listings had also
been a mix of government-
owned entities, PE firms, family
businesses, spin-offs of industry
majors etc.

While the IPO activity in GCC has
been concentrated in UAE and
Saudi Arabia, there have been
recent listings in other markets

~iINVESTOR

including  Kuwait, signalling
possible  emerging  green
shoots. In all, macro-economic
environment, initiatives  from
governments and stock
exchanges and regional
opportunities favour positive
outlook for regional IPOs.

Abdullah H. Al-Terkait
Chairman of UIC
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Sparks of optimism
ready to light up the
Global IPO market

Euphoriain GCCIPO
markets - Is this the
new normal?

Initial Public (or Panic)
Offering? - A deep dive
into hits and misses

Kuwait’s IPO Landscape:
What'’s on the horizon?

i

A e

What is the reason
behind listing Bayout
Co. on the Kuwait Stock

Exchange?
Abdulrahman M. Saleh
Al Khannah
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What is the role of

the tourism projects
company in supporting
tourism in Kuwait?
Mohammad Al Nouri

What are the key factors
driving the IPO market
in the GCC?

Mr. Fahad Abdulrahman
AlMukhaizim,

Board Member and CEO
of NIC
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What is an IPO?

iNVESTOR

An initial public offering (IPO) refers to the process of offering shares of
a private company to the public in a new stock issuance. IPOs provide
companies with an opportunity to obtain capital by offering shares through
the primary market.

An IPO can be seen as an exit strategy for the company's founders and early

investors, realizing the profit from their private investment.

%

/77

This stage of growth will occur when a company reaches a private valuation
of approximately USD 1 billion, also known as unicorn status. However,
private companies at various valuations with strong fundamentals and
proven profitability potential can also qualify for an IPO, depending on the
market competition and their ability to meet listing requirements.

Strong PO activity is
associated with  positive

equity market performance and
when markets underperform,
IPO activity tends to slow
down. 2021 remained a record-
breaking year for global IPOs
with USD 460 billion raised
as the global economies
reopened post the COVID-19
pandemic. On the contrary, IPO
listings recorded a sharp fall in

2022 due to macroeconomic
headwinds such as high
inflation, tightening of global
monetary policies, lockdowns
in China, the war in Ukraine
and an energy crisis in Europe
leading to recessionary fears.
2023 continued to remain a
dull year for global IPOs as
the aggressive tightening of
monetary policies outweighed
the influence of overall stock

market performance. Higher
interest rates, reduced liquidity
and  increased  financing
costs  restricted companies
from going public in 2023.
Geopolitical uncertainties
added pressure on investor
concerns. The after-market
performance of IPOs remained
lower than expected owing
to the mismatched valuation
expectations between issuers
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and investors, coupled with the
growing range of investment
alternatives  with  attractive
yields. Whilst 2023 has been
a challenging year for IPOs,
the performance of regional
markets diverged. The IPO
activity in US and FEurope
remained  subdued  while
India, Indonesia and the GCC

region witnessed increased
momentum in IPO listings.
Global IPO  markets have

witnessed signs of recovery

in H1 2024 supported by
increasing investor confidence
following the decline in
macroeconomic  volatilities,
positive  performance  of
equity indices and a backlog
of demand for exits. The
IPO window is expected to
continue to open in 2024 and
2025, with potential interest
rate cuts by central banks of
major global economies and
continued investor interest
due to the improved post-

IPO performance of listed

companies.

Global IPO markets remained
moderate in H1 2024, and the
divergence among regional
players widened. The number
of global IPOs fell 12% y/y to
551 and the IPO proceeds fell
16% y/y to USD 52.2 billion in
H1 2024 due to slowdown in
Asia Pacific IPO activity.

Performance of regional players

During H1 2024, there was a boom in
equity offerings of both the Americas and
EMEIA (Europe, Middle East, India & Africa)
regions, buoyed by favorable stock market
performance, improving IPO valuations and
growing investor enthusiasm.

1

Europe witnessed prominent listings with
improved valuation levels as opposed to

subdued activity in 2023.

IPO issuances in the Asia-Pacific
region plummeted during

H1 2024 due to a confluence

of negative factors such as

high interest rates, elections,

geopolitical tensions and liquidity

2

drought.

India continued to account for

27% of global IPOs by volume, up
from 13% in the H1 2023.
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Global IPO issuances
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The success or failure of IPOs
can be measured in terms of
how well results align with
expectations. There can be
a significant departure from
IPO valuations and the trading
prices of a stock at listing.

2022

2023

Whether price variationisabove
or below the initial valuation
can determine the success
of an IPO. IPOs can also be
evaluated based on the actual
capital raised versus what the
company anticipates raising by

iNVESTUR
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going public. Over the vyears,
many companies have gone
public, with varying successes.
Uber’s IPO listing and its route
for sustainable growth is one
example of a successful IPO.

e Uber

TP 0123456789
S —)

Uber Technologies Inc, a
multinational company
headquartered in the US was
established in 2009. Known for
its ride-sharing product and
later expanded its business

meal delivery and electric
vehicles. Uber had initially
financed its operations through
a mixture of venture capital and
private equity funding as well
as debt. In the months prior to

IPO, Uber faced fallouts with
the regulators and numerous
scandals. Despite the setbacks,
Uber continued to grow with
Uber’s valuation growing from
USD 3.7 billion in August 2013
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to USD 68 billion in August
2016. Uber listed on the NYSE
on May 9 2019, with price
per share of USD 45. Through
the sale of 180 million shares,
Uber raised USD 8.1 billion for
a total valuation of USD 82.2
billion — marking the largest
IPO for a US-based technology
company since Facebook in
2012. However, the stock then

I What did not work for WeWork?

On the contrary, the withdrawal
of WeWork's IPO offering in May
2019 is one instance of a failed
IPO. WeWork was launched
in 2010, offering companies
instant access to flexible
workspaces in major cities.
WeWork grew exponentially as
an office space provider from
two locations in 2010 to 178
locations in November 2017,
driving its desire for public
listing. However, the public
were not jubilant about the
IPO announcement due to
factors like the company’s
lack of profits, questionable
governance, and failure to
offer a truly new take on office
rentals.

In August 2019, WeWork
publicly filed fortan IPO, but

experienced a decline in its first
trading day of 76% below its
already conservative IPO price.
Uber's stock price has been on
a roller-coaster journey since its
IPO in 2019, heavily influenced
by  suppressed  demand
during the COVID-19 and cut-
throat competition in both
the ridesharing and delivery
industries.  Despite  these

its filings showed large losses,
such as a USD 1.9 billion loss
in 2018. The WeWork IPO date
was then postponed after
concerns surrounding founder
Mr. Adam Neumann and his
business dealings. In addition
to the sale of his own WeWork
stake, questions arose as he
raised various loans against
his stake in WeWork and used
these loans to buy real estate,
which he then leased back to
WeWork at a profit. Neumann’s
trademarking the  WeWork
name and then selling it to the
company resultedindiminished
investor confidence. In the
following month, Neumann
stepped down as CEO amid
scrutiny from WeWork's board
members  [and investors
over| his leadership, after the

struggles, Uber recorded its first
annual profit of USD 1.1 billion
in 2023 since its founding in
2009. The divestment of non-
core business, layoffs, and surge
in demand for its core mobility
business post-pandemic were
significant  contributors  to
Uber’s return to profitability.

wework

company delayed its IPO the
previous week and reduced
its estimated market valuation
to USD 10 billion from USD 47
billion. Following the change in
leadership, WeWork submitted
a request to federal regulators
to withdraw its IPO plans, with
co-CEOs stating the company
intended to focus on core
business. In 2021, WeWork
went public after merging with
special purpose acquisition
company BowX Acquisition
Corp. However, the company
filed for bankruptcy in 2023 due
to poor financial performance.
The need to consider the
investor sentiment before an
IPO announcement could be
one takeaway from WeWork's
failed IPO.
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in GCC IPO Markets

IS THIS THE NEW
NORMAL?
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he GCC IPO markets have

come to life in the past
three years, witnessing an
upsurge in companies that
have decided to go public.
Market activity had been tepid
for more than a decade as
businesses operating in the
region have been reluctant to
list their companies in stock

a1

exchanges due to several
complexities that include an
increase in disclosures, fear
of losing control over the
business and higher cost of
compliance with regulations.
The tipping point for the IPO
market came in 2019, when
Saudi Aramco raised nearly
USD 26 billion in the world's
biggest IPO. The deal made
several  foreign  investors
take note of the GCC stock
exchanges and paved way for
several more listings to come.
COVID-19 played spoilsport for
awhile, decreasing confidence
in global markets. The
pandemic-led decline in oil
prices had a direct impact on
the fiscal revenues of the oil-

reliant GCC, re-emphasizing
the need to reduce the
degree of oil dependence of
GCC countries. This led to a
resurgence in the adoption of
structural reforms such as labor
market reforms, competition
policies and social service
reforms. Additionally, various
long-term initiatives such as
Vision 2030 (Bahrain, Qatar,
KSA, and UAE), Kuwait's vision
2035 and Oman’s Vision 2040
necessitated a large amount
of infrastructure and project
investment in the GCC. Both
factors led to a sustained
increase in IPOs, where a lot
of state-owned entities went
public in addition to a range
of private businesses.

' l| I
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Number of GCC IPOs begin to scale new heights
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[ The Gcc1PO Rush (2019-H1 2024)

The broadereconomicsituation
is also reflected in the region’s
IPO landscape, which has been
on a broad uptrend over the
last 5 years, from 2019 to the
first six months of 2024. While
the broader uptrend continued
throughout the period, it was
further boosted during the
2022 IPO frenzy that followed
the pandemic. Events such as
Expo 2020 in Dubaiand the FIFA

World Cup in Qatar, supported
the uptrend by increasing
the awareness of investors
of the region’s potential. The
investment towards long-term
initiatives and the increase in
oil prices from the lows of 2020,
indicated broader economic
resilience and potential. This
presented an opportunity for
private  companies, creating
a conducive macroeconomic

environment for them to go
public. The effect of these
events can also be noticed
when looking at IPO proceeds
over time. For instance, from
2020-2024, the year 2022 shows
a spike reflecting the IPO frenzy.
The value of IPOs has been on
a multi-year uptrend from 2019,
ignoring the spike in 2019 from
the Aramco IPO.
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Sustained growth in GCC IPO proceeds over
recent quarters
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Saudi Aramco’s monumental IPO that changed

the regional markets forever

One of the largest IPOs in the GCC was by
Saudi's Aramco, raising a record USD 25.6
billion through the sale of 3 billion shares.
Even more interesting is that this represented
just 1.5% of the company’s value. The limited
ownership allows for the government of Saudi
Arabia, which owns the majority of the shares,
to remain in control of the company. The state-
owned petroleum and natural gas company
is one of the largest companies in the world,
with a market cap higher than giants like Meta
and Berkshire Hathaway.
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I Timeline of the IPO

Dec 5, 2019 - Aramco prices its IPO at 32 riyals ($8.53) per share,
the top of its indicative range, raising $25.6 billion in the world'’s
biggest IPO, beating Alibaba Group Holding Ltd's $25 billion
listing in 2014.

duagouwll g4olji

“saudi aramco

Dec 4, 2019 - The institutional book of the IPO closes. Aramco says the offering of a 1.5% stake attracted
$106 billion of subscriptions from institutional investors. Together with demand from individual investors,
the order book hit $119 billion.

Dec 2, 2019 - Saudi Arabia discusses with OPEC & its allies a plan to deepen oil production cuts and has
a deal in place to runs to at least June 2020, as it seeks to bolster crude prices before the Aramco listing.

Dec 2, 2019 - Saudi Arabia’s Tadawul introduces an equity index < TASI> cap of 15% which is set to
address concerns over the weighting Aramco will have when it lists on the exchange.

Nov 3, 2019 - Aramco board approved the company’s application for the registration and offering of a
proportion of its shares and seeks regulator’s approval. Aramco plans to sell up to 0.5% of the state oil
giant to retail investors in its planned IPO.

Sept 30, 2019 - Fitch downgrades Saudi Arabia’s credit rating to A from A+, citing rising geopolitical and
military tensions in the Gulf following an attack on its oil facilities.

Sept 25, 2019 - Saudi Arabia restores its oil production capacity to 11.3 million barrels per day, maintaining
a faster than expected recovery after the Sept. 14 attacks.

Sept 14, 2019 - Two Saudi Aramco plants attacked in a drone strike, triggering the biggest jump in
oil prices in almost 30 years. The attacks forced Saudi Arabia to shut down more than half of its crude
output, leaving question marks over the timing and valuation of its IPO.

Sept 9, 2019 - Saudi Arabia plans to list 1% of Aramco on the Riyadh stock exchange before the end of
2019 and another 1% in 2020.

Aug 30, 2019 - Saudi Aramco board sees too many risks for New York IPO.

March 27, 2019 - Saudi Aramco says it would buy SABIC in $69 billion chemicals mega deal.

h
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March 7, 2019 - Saudi Energy Minister says Aramco IPO to happen within two years.

Aug 22, 2018 - Plan for the domestic and international listing of Aramco scrapped and advisers working on
the listing have been disbanded, as focus shifts to buying a stake in SABIC.

July 20, 2018 - Saudi Aramco plans to buy a stake in petrochemicals maker Saudi Basic Industries Corp
(SABIC).

Jan 11, 2018 - Hong Kong, London, New York shortlisted for Aramco IPO.

April 25, 2016 - Saudi Arabia expects Saudi Aramco to be valued at more than $2 trillion and plans to
sell less than 5% of it through an IPO.

Jan 24, 2016 - Saudi Aramco chairman says that IPO could be open to international markets.

Jan 6, 2016 - Saudi Arabia’s Deputy Crown Prince Mohammed bin Salman mentioned interest in selling
off parts of Aramco to private investors.

—

Source: Reuters

I Large GCC IPOs that grabbed the eyeballs lately

All-in-all, the IPO market from 2019 onwards, is reflective of the
efforts of the GCC to diversify away from its dependence on oil.
This is supported by sectoral trends from both in terms of value
and number of deals. So, what could this mean for the GCC IPO
market? Well, one possibility is that the broader uptrend and sectoral diversification are indicators of a
frothy IPO market. While H1 2024 numbers are below H1 2023, the longer-term trends indicate that the
euphoria is likely to continue into the coming years, as the GCC countries and companies work towards
their long-term initiatives to build vibrant economies.

duagouwll g4olji

saudi aramco
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GCC IPO markets
are clearly
buzzing with
activity.

But what is
fuelling the IPO
boom?

——

The Wikning Mix

he currentboom has stemmed from the coming

together of multiple factors — favourable policy
initiatives, investor appetite and interest from
businesses in the backdrop of positive economic
outlook.

While GCC governments have undertaken
many reforms aimed at economic growth and
diversification, privatization programs of state-
owned entities have been at the heart of GCC
governments' efforts to lower fiscal dependence on
oil and to broaden their capital markets as part of
wider economic diversification agenda. And these
government privatization programs have been one
of the major drivers of the IPO buzz in GCC.
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I GCC Governments’ Privatization Targets

Saudi Arabia

Raise USD 38bn through asset sales
across 16 sectors by 2025

Listings of such

state-owned
companies have

Dubai
10 state-owned companies

been head-
oman I turners for
30 companies by 2025 : :
their large issue
_ size and high
Kuwait . .
38 government entities by 2041 ‘ Su bscrlptlon
{ rates.

Source: Various

Some Stand Out IPOs of Government
Entities in GCC

. Oversubscription rate of Parkin's IPO in Dubai in 2024, setting a record in
165 times L :
Dubai Financial Market
USD 25.6 billion Saudi Aramco's record IPO proceeds in 2019
USD 6.1 billon Dubai DEWA .IPO proceeds, making it largest IPO in UAE and largest utility
IPO globally since 2008
USD 2.5 billion gﬁ)uzOngabi ADNOC Gas IPO proceeds, making it the largest IPO globally in

Rise in share price of ADNOC Logistics and Services on its market debut in
2023

45%

Source: Various
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Governments have also undertaken measures such as introduction of IPO fund to incentivise and guide
private companies towards listing. Stock exchanges for their part are also taking many steps to develop
the local capital markets to attract investors. In addition to listing initiatives, the exchanges have also
been taking initiatives such as lower trading commissions, extending trading hours, introducing other
product lines such as ETFs etc. to improve attractiveness of the regional capital markets.

I Key Initiatives by GCC Stock Exchanges

Offering incentive such
as higher loan limits to

listed companies
®

Introduction of .
Futures markets

e

Lowering of
listing fees

. Market maker
programmes

Encouraging listing
L J q .
of family businesses

IPO Easing access to IPOs

— Accelerator through collaborations
Programme with global

investment platforms
Source: Various

I Business enthusiasm taking off

IPOs in GCC have not only been
from state-owned companies.
Businesses in GCC are also
evincinginterestin going public
amid favourable policy reforms
and positive economic outlook.
From financing expansion

plans to ensuring business
sustainability, companies are
considering IPOs for various
reasons. Over 50 companies
have applied for listing in Saudi
Tadawul. UAE also has healthy
pipeline with major players

such as Lulu Group and Etihad
Airways planning to list during
2024.

Successful IPOs also have a
positive  contagion  effect.
They encourage other similar

Issue 19
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businesses to jump the PO
wagon. For example, with its
listing in 2022, Ali Alghanim
and Sons became the first
family business to list in
Kuwait in 7 years. Its IPO was

oversubscribed by 11 times. This
has been followed by listing
of another family business,
Beyout Investment Group, in
Boursa Kuwait in 2024. Beyout's
IPO was oversubscribed by

....... 21

17 times. A few other family
businesses in Kuwait are also
reportedly looking to list in the
local exchange.

I Soaring investor appetite in the GCC

While  governments  and
businesses could put in efforts,
at the end of the day, it is
demand from investors that
makes an IPO successful. Given
the region’s capital abundance,
this factor has materialised for

GCC IPOs.

Investor appetite for IPOs in
GCChas been strong with many
of them being oversubscribed.
Some companies have also
seen steep increase on listing.
Saudi Arabia’s ADES holding

soared as much as 30% above
its listing price on its market
debut.  Positive post  IPO
performance, strong non-oil
economic growth outlook and
policy environment have all
supported investor demand.

Oversubscription & Price Performance for

Some IPOs in GCC

Country Listing Date

Parkin UAE 21-Mar-24
ADNOC Logistics and Services UAE 01-Jun-23
Dr. Soliman Abdul Kader Fakeeh Hospital KSA 05-Jun-24

Pure Health

ADES Holding

ADNOC Gas

Beyout Investment Group

UAE 19-Dec23

KSA 11-Oct-23
UAE 12-Mar-23
Kuwait 11-Jun-24

Oversubscribed Return since

(No. of times) listing
165 31.9%
163 109.5%
119 5.7%
73 30.4%
62 50.4%
50 23.2%
17 3.0%

Source: Refinitiv, Various; Note: Share price performance refers to price as of 30th June 2024 compared to the company’s IPO price

While GCC IPO activity is primarily concentrated in Saudi Arabia and UAE, other countries are
also showing promise with some firms starting out to list in other GCC markets as well. Increasing
participation from private sector companies and introducing trading related improvements would aid
in further growth of IPOs in GCC.
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Initial Public (or Panic)

Offering?

A DEEP DIVE
INTO HITS &

MISSES

nitial Public Offerings (IPO)
are often a tricky proposition,
as they very well have the
potential  to  multiply an
investor's gains and, in some
cases, cause irreversible pains.
The euphoria  surrounding
an IPO can often cloud the
judgement of the investors, as
they tend to get carried away

by the story that the listing
entity sells rather than focusing
on its their fundamentals. There
have been several examples
of stocks that have witnessed
a frenzy during the time of
listing, just to fizzle out a couple
of months later. On the flipside,
there are some stocks that
have given 3x or 4x returns just

on the day of listing. Therefore,
it is important to look at IPO
investing in the most objective
manner possible. An interesting
exploration can be done by
looking at different IPOs in GCC
markets in recent times and
understanding  which  ones
were hits and which ones failed
to live up to their hype.
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We parkin

One commonly used measure of assessing IPO success from an investor angle, is something
called the . This refers to the rapid rise in the price of the stock on the day of its
listing. The spike in prices means that investors who have been allotted shares in the IPO
have the opportunity to quickly sell their shares on the same day, to realize a profit.

An example of IPO Pop in the first half of 2024, is the listing of Parkin Company in Dubai,
on 14th March 2024. The company's traded price grew about 30% from the offering price
of the IPO to the opening price on its first trading day. Parkin is Dubai’s dominant public
parking provider, with experience from as early as 1995, and operates digitally enabled
parking facilities and services across Dubai. IPO holders that held onto their shares for
30 days would have seen a return of about 34%. Interestingly, this is in stark contrast
to investors that had bought into the company at the opening price on the day of the
listing. These investors would have realized a gain of just 3%
by holding onto their shares for 30 days. From an investor's
perspective, this IPO can be considered a hit.

® ®

Parkin Company - Price Chart
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The IPO Pop Flop -
Pan Gulf Marketing Company PC M

Unlike Parkin Company, Pan Gulf Marketing Company fell about 29% from the offering
price of the IPO to the opening price on its first trading day. It was listed on Saudi’s Nomu
exchange, which has lighter listing requirements than Tadawul, on 1st February 2024.
Pan Guild Marketing was established in Riyadh, in 1964. The

company is a retailer offering stationery and office supplies

in the MENA region. An investor that was allotted shares in

the IPO would have lost 35%, by holding onto the shares for

30 days. On the other hand, purchasing shares in Pan Gulf at

the opening price on the day of the listing, and subsequently

holding it for about 30 days, would have resulted in a loss of

about 7%. From an investor's perspective, this IPO is quite

likely a miss.

Pan Gulf Marketing Company - Price Chart
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The IPOs that did not Pop - I
Miahona & Alef Education A lef (\ : Miafiona

EDUCATION LAt o

Miahona was listed in Saudi’s Tadawul, on 22nd May 2024. On the day the company was
listed, it opened 10% higher than the IPO offering price. Miahona was formerly a fully
owned subsidiary of Vision Invest and the IPO offering represented 30% of the stake. The
water and wastewater infrastructure company was established in 2008. While the listing

performance was not exaggerated, investors that held onto their investment for the next
30 days were rewarded with sizeable returns of about 140%. Even investors that bought at
the opening price on the day of the listing would have realised about 119% in return over
the 30-day holding period. On the other side, Alef Education was listed in Abu Dhabi on
6th June 2024. The listing performance was neutral, with no significant variation from the
offering price. However, the next 30 days tells a different story. IPO investors and investors
that bought at the opening lost 13% over the next 30 days. Alef Education has been
operating from 2017 and is a K-12 EdTech company in the MENA region.

Miahona - Price Chart
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Alef Education - Price Chart
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IPO hits and misses
\ 4
Name Parkin Pan Gglf Miahona Alef Education
Marketing
QA.E ) Saudi Arabia Saudi Arabia UAE .
Country (Dubai Financial (Nomu) (Tadawul) (Abu Dhabi
Market) Exchange)
Listing Performance (IPO
price vs opening price on 30% -29% 10% 0%
listing day)
30-day return:
49 -35% 0 -139
Allotted shares in the IPO 4% ’ 140% 13%
30-day return: Shares
purchased on listing day 3% -7% 119% -13%
at opening price
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These  instances  highlight
instances of varying degrees
of success that IPOs have

experienced in  the GCC
However, understanding
success from the investor's

point of view only tells half
the story. Now let us look at
what [PO success means from
a company’s point of view.
The “IPO Pop” indicates to
the company that the issue
was potentially underpriced
compared to market demand.
This  means the company
has left money on the table
and could have opted for
more aggressive pricing to
raise more funds. Does this

mean that it is always better
to have a higher offer price?
Certainly not!  Underpricing
has certain advantages in
that it helps garner additional
interest in the stock and might
attract various investors that
may have otherwise been
unaware. There are often
requirements for a minimum
number of shares to be sold
and overpricing the security
might make this difficult. In
fact, overpricing could lead to
a fall in the trading price, which
could spread fear and reduce
marketability, in a downward
cyclical spirall A short-term fall
in prices from the day of the

listing might actually indicate
that the company maximized
the value capturable in the IPO.

From the discussion above, we
can see that the success of an
IPO can differ from different
perspectives. Although
investing in equities should
always be viewed from a long-
term perspective, any short-
term aberrations in stock prices
can significantly impact its
long-term returns. Hence, it
would always be advisable to
tread carefully while investing
in IPOs.




KUWAIT’S IPO

As outlook on interest rate
stabilizes, PO optimism
from broader GCC is catching
up in Kuwait as well, with the
country seeing one IPO in early
2024. Though not aplenty in
number, Kuwait has seen some
landmark IPOs in recent years.
We have picked out three such
notable IPOs.

The first IPO under spotlight is
that of a company in utilities
sector - Shamal Az-Zour Al
Oula. Its IPOin 2020 was closely
watched for it was Kuwait's first
company to be established
under its Independent Water
and Power Plant (IWPP) Law.

#

The company, which operates
Az-Zour North One Power
and Water Plant, was the first
power generation and water
desalination company and
also the first public-private
partnership project to be listed
in Kuwait. Having commenced
commercial operations in 2016,
the company had opted to
go public in 2020. In line with
Kuwait's PPP law, the company's
IPO saw Kuwait Authority for
Partnership  Projects  (KAPP)
selling its 50% stake to Kuwaiti
citizens. The response to the
listing was positive with the Az-
Zour's shares oversubscribed
by 1.27 times.

LANDSCAPE

The next notable IPO had been
that of Boursa Kuwait, the
country’s stock exchange. The
company had self-listed in 2020,
making it the second stock
exchange in GCC to go public.
The IPO involved Kuwait's
Capital Market Authority selling
50% of its stake to Kuwaiti
nationals at KD 0.1 per share.
The company’s listing was well-
received by the market with
the IPO offer oversubscribed
by about 85 times. Its market
debut was also a success with
the company’s stock price
rising by as much as 10 times
on the day of listing.
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Another much spoken about
IPO had been that of Ali
Alghanim Sons Automotive.
The company’s listing in Boursa
Kuwait in June 2022 had been
noteworthy, for it was the first
family business to list in Kuwait
in seven years and the first
automotive family business to
list in GCC. The listing seems
to have restarted the trend of
family business IPOs in Kuwait
- Beyout Holding Company,
a family business had listed
in Boursa Kuwait in June 2024
and a few others are reportedly
considering listing. Ahead of
its listing, the company had
offered 45% of its share capital
in private placement. The
offer was oversubscribed by
iH times, making it the then

largest subscription in Kuwait's
history.

Recent listing of Beyout
Holding and cabinet’s
approval of creation of Kuwait
Postal Company aimed at
its privatisation signal some
emerging green shoots in
Kuwait's IPO scene. Additionally,
measures underway by Boursa
Kuwait such as creation of
central counterparty clearing
house and other planned
initiatives such as launch of
ETFs, derivatives etc. could
further support the space.
However, implementation of
more active measures such
as providing incentives to
listed companies would be
required to truly kickstart the

IPO blitz in Kuwait. Another
key driver could be lending
support to private companies
and SMEs and guiding them
towards public listing through
dedicated programmes.
Parallel markets are also a great
way for SMEs to list and raise
capital when they are unable
to scale to meet the main
market's requirements. Once
the companies have been
listed in parallel markets for
some years and have scaled up,
they could be considered for
main market listing. In addition,
other measures to encourage
listing such as lowering of
listing fees or relaxing capital
requirements could also aid in
increasing activity in Kuwait's
IPO space. ' |
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Mr. Fahad Abdulrahman

AlMukhaizim
Board Member and CEO

Invetsor Magazine interview, Mr. Fahad Abdulrahman AlMukhaizim, Board Member and Chief Executive
Officer of the National Investments Company (“NIC") about his vision related to local and international
economy and IPOs in Kuwait.

To begin, we would like to welcome the economic expert, Mr. Fahad Abdulrahman AlMukhaizim, Board
Member and Chief Executive Officer, as a guest of the Investor magazine today. We look forward to a fruitful

interview.

What are your views on the GCC IPO market?
Most of the IPO activity seems to be centred
around UAE and Saudi Arabia. Where do you
see other markets lagging?

To comprehensively understand the GCC IPO
market, it is essential to consider its relationship
with the global capital market and the extent
of its integration. Currently, the global market is
experiencing a tightening cycle, with the Federal
Reserve maintaining elevated interest rates
between 5.25% and 5.50%. This trend is mirrored
by GCC central banks, which have similarly
adjusted their policy rates upward. This tightening

cycle has led to reduced liquidity and increased
market volatility, significantly impacting market
liquidity and, consequently, the IPO market.

This context elucidates the 32% decline in the
GCC IPO market in the first half of 2024 compared
to the same period in the previous year.
Specifically, the value of IPOs decreased from $5.3
billion through 21 offerings in the first half of 2023
to $3.3 billion through 23 offerings in the same
period of 2024.

Addressing the second part of the question, Saudi
Arabia and the UAE dominate the market, holding
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59% and 37% shares, respectively. However, there
are indications of progress in other GCC markets.
For instance, Kuwait experienced its first IPO since
2022, raising USD 147 million and accounting for
4% of the total GCC proceeds in the first half of
the year. This milestone could signify a turning
point, potentially helping Kuwait narrow the gap
with the leading GCC IPO markets.

Looking ahead, central banks, led by the Federal
Reserve, are expected to soon begin reversing
the policy course by cutting interest rates. This
anticipated parallel move by GCC counterparts is
likely to boost market liquidity. Increased liquidity,
coupled with enhanced governance processes by
regulatory bodies, growing interest from global
investors, and greater exposure of GCC markets
in global indices, are all positive indicators for
potential growth in the GCC IPO market.

The GCC IPO market has shown robust growth,
particularly in the Relative to other GCC markets,
UAE and Saudi Arabia have benefited from
favorable regulatory environments, such as
streamlined listing procedures and investor
protection laws, strong economic fundamentals,
and a high level of investor interest driven by
substantial economic diversification and large-
scale government projects.

While Kuwait's IPO market is relatively smaller
compared to larger markets like KSA, it has shown
remarkable progress. Kuwait has traditionally
relied more on private markets rather than
extensive government support, but recent
developments highlight its growing momentum.
The market has witnessed remarkable progress
since the first family-owned automotive company
in GCC, Ali Alghanim & Sons, was listed in Boursa
Kuwait's Premier Market, where NIC played the
main coordinator and listing advisor roles.

Also, the first public offering was conducted
this year building a successful order book with

the listing of Beyout Investment Group Holding
Company on Boursa Kuwait. NIC was the joint
subscription manager, the listing advisor, and
the exclusive financial advisor for the process of
listing the company on Boursa Kuwait's Premier
Market.

In addition, NIC played the role of selling advisor
and subscription agent for the issuance of the
first preferred shares, facilitated by the supportive
framework provided by the Capital Markets
Authority  (CMA) which helped encourage
companies to list by simplifying procedures for
family-owned companies and meeting their
needs. These initiatives have led to a strong
pipeline of IPOs, with more companies expected
to go public in the near future.

What key factors, in your opinion, that are
driving the GCC IPO market?

Key factors fueling the IPO market in the GCC
countries include the ongoing expansion of
family businesses, which are now entering their
third and fourth generations and are increasingly
looking to go public. Additionally, government
entities are aiming to localize capital by offering
shares to citizens through public subscriptions.
Economic diversification efforts such as reducing
reliance on oil and bolstering non-oil sectors are
also pivotal. Regional governments are pursuing
initiatives that foster collaboration between the
public and private sectors in this regard. For
instance, Dubai’s plan to list 10 state-owned
companies is a prime example of how such
strategies  support economic diversification
and build investor confidence in the region’s
economy. Moreover, IPOs offer a strategic exit
route for institutional investors holding stakes in
family businesses or other entities. Several other
factors are also driving the IPO market in the GCC
countries:
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Market Liquidity: Securing financing for an
IPO through market liquidity and the credit
market is fraught with challenges, particularly in
periods of constrained liquidity. When market
liquidity is tight, raising capital via IPOs becomes
substantially more difficult than during times of
abundant liquidity. Notably, in 2023, the Saudi
Arabian Monetary Authority (SAMA) intervened
in the credit market to ease credit conditions.

Oil Price: Depressed oil prices create a less
favorable environment for credit growth, while
elevated olil prices stimulate credit expansion and
foster opportunities for financial development.
Higher oil prices facilitate the extension of credit
lines, thereby supporting IPO funding through
margin financing.

Economic Diversification Efforts: Many GCC
countries are actively pursuing economic
diversification to reduce their reliance on oil. This
has led to the development of various sectors,
such as tourism, real estate, technology, and
renewable energy, creating new opportunities
for companies to go public.

Government Initiatives to Privatize State-
Owned Enterprises: Governments in the
region are increasingly privatizing state-owned
enterprises to boost economic efficiency and
raise capital. High-profile IPOs such as Saudi
Aramco, ADES International Holding, ADNOC
Distribution, Dubai’s Emaar Development, Saudi
Telecom Company, Saudi Tadawul Group Holding
Company have set a precedent and generated
significant investor interest.

Strong Investment Appetite: There is a robust
appetite for investment in the region, driven
by both local and international investors. This is
fueled by the high levels of liquidity, favorable
economic conditions, and attractive returns
compared to other markets.

~iINVESTOR

Improved Regulatory Environment: Regulatory
reforms have enhanced transparency, investor
protection, and ease of doing business. Examples
include the introduction of new listing rules,
corporate governance standards, and measures
to streamline the IPO process.

Growth of Diverse Sectors: The expansion of
various industries beyond oil and gas has created
a more dynamic market landscape. Sectors such
as technology, healthcare, and financial services
are seeing increased IPO activity, reflecting
broader economic growth and innovation.

Strategic Location and Role as a Global
Financial Hub: The GCC's strategic geographical
location, combined with its development as a
global financial hub, attracts companies looking
to access capital markets and investors seeking
exposure to the region’s growth potential.

What are some key trends in the regional IPO
market? Do you see greater interest in specific
sectors?

The regional IPO market is experiencing
diverse and dynamic growth, with significant
interest in various sectors. However, the specific
companies, their growth prospects, visibility of
future performance, and consistent dividend
history drive investor interest. In Kuwait, recent
regulatory support and successful listings have
created a strong pipeline of IPOs, promising more
activity in the near future.

Analyzing the first half of 2024, the regional IPO
market has shown distinct sector-specific trends.
The Healthcare sector has been a standout,
accounting for nearly 22% of the total proceeds
through three offerings, amounting to USD 788
million. This surge was led by the Fakeeh Hospital
IPO, which raised USD 764 million for a 21% stake.
The Technology sector also saw significant
activity, raising over USD 515 million through the
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IPO of Alef Education, constituting 14% of the total
GCC IPO proceeds. Following these were IPOs
from the Industrials, Consumer Staples, Food and
Beverages, Commercial & Professional Services,
and Insurance sectors, which contributed 12%,
119%, 9%, 8%, and 6% respectively. Other sectors,
including Financial Services, Utilities, Capital
Goods, Pharma, Biotech & Life Science, Materials,
Software & Services, and Consumer Services, also
participated, reflecting a diverse and dynamic IPO
landscape in the region.

What do you think could be done from a
regulatory side to strengthen Kuwait’s IPO
pipeline?

To strengthen Kuwait's IPO pipeline, regulatory
authorities could consider several measures
including reduction in the timeline for the
approval process of listing application, enhance
investor education on valuation and growth.
Encouraging fintech startups can boost retail
investor participation, while tailored support
for family-owned businesses can facilitate more
listings.

Do you think the current IPO momentum in
GCC would be sustained in the medium term?

The IPO momentum in the GCC is likely to be
sustained in the medium term. This expectation
is underpinned by several factors: anticipated
high liquidity levels in banks, driven by a more
accommodative monetary policy as previously
discussed, which is fostering increased retail
investor participation. Additionally, the scarcity
of quality investment opportunities in private
markets is redirecting investor focus toward public
offerings. Increased exposure to global markets
through indices such as FTSE and MSCI, coupled
with the stability of the oil market maintaining
prices above the $75-$80 range, further supports
this trend. Lastly, sustained economic and credit
growth in the region will continue to provide a
favorable environment for IPO activities.

The economic expert, Mr. AIMukhaizim, would
you like to add a final word?

| would like to extend my sincere thanks for your
efforts in showcasing NIC's achievements to the
public. Your work highlights our commitment to
customer satisfaction, builds shareholder trust,
and upholds our dedication to maintaining the
highest levels of transparency.

The Investor Magazine team extends its heartfelt
thanks and appreciation for your generosity and for
providing us with the invaluable opportunity to meet
you. We deeply value the chance to learn from your
extensive experience in the economic, financial, and

investment fields.
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BEYOUT INVESTMENT GROUP HOLDING

Abdulrahman M. Saleh Al Khannah
Group CEO, BIG Holding Co.

Beyout Investment Group Holding Company
has been a leading player in Kuwait’s Human
Resources for decades. What was behind your
decision to list the company on Boursa Kuwait?

For over thirty years, BIG has focused on
providing  customized human  resources
solutions to its Class A corporate clients. The
group’s revenues grew to reach KWD 75.7 million
in 2023. To continue our growth trajectory, both
geographically and institutionally, we recognized
the need to go public. This strategic decision
allows us to broaden our shareholder base and
enhance our engagement with regional and
international markets.

The decision to list on Boursa Kuwait was
made after extensive discussions among BIG
management, shareholders, and advisors. We
carefully evaluated the potential benefits and
challenges, ensuring that this move aligns with
our strategic goals and long-term vision. We
believe that this listing will not only strengthen
our market position but also create new
opportunities for growth and collaboration
across the MENA region.

With its IPO, your company had become the
first Gulf family Human Resources company

iNVESTUR

to be publicly traded and also the first family
business to list in Kuwait in two years. What did
you think about the timing of the IPO?

We began considering the listing as early as 2016,
recognizing the potential benefits of accessing
capital markets to fuel our growth strategy.
Five years ago, we initiated the listing project
with a strong focus on restructuring the group.
This restructuring effort was not just about
streamlining operations; it was about strategically
adding value to the group by incorporating
entities that would create synergistic benefits
for our shareholders. We also worked with our
financial advisor, NIC, on carving out non-core
business units from the operation to create a
synergistic company, which would have a clear
focus.

Our goal was to ensure that every move we
made enhanced the overall value of the group,
cementing our position as a market leader. A key
part of this strategy was expanding our presence
in the region, which we achieved by opening
more than six regional offices. These offices are
not just an extension of our brand, but strategic
hubs designed to increase our influence and
operational capacity across the Middle East.
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In addition to this expansion, we also pursued
strategic opportunities in the real estate
sector, securing a prime project in Al Mutlaa,
Beyout Plus, with the size of 250,000sgm. This
achievement is a significant milestone for us,
representing a long-term investment that aligns
with our vision for sustainable growth. Beyout
Plus, is not just another asset in our portfolio; it's
a strategic foothold that we believe will generate
substantial returns in the years to come.

What do you think has changed for your
company after listing?

The listing has brought significant changes
to our company, in terms of both governance
and organizational structures. One of the most
impactful changes has been the addition of
3 new committees to the Board of Directors.
These committees have played a crucial role
in enhancing our decision-making process by
allowing for more focused discussions on key
issues, leading to more informed and strategic
outcomes.

We also made substantial changes to our
organizational structure, adding critical roles
that align with our new status as a publicly listed
company. The introduction of a Compliance
Officer was one among them. This role ensures
that we meet all governance requirements set
forth by the Capital Markets Authority (CMA)
and Boursa Kuwait, maintaining the highest
standards of transparency and accountability.

Another addition is the Investor Relations
function, which was established to manage and
nurture relationships with our diverse investor
base. This role ensures that management is
effectively communicating with and responding
tothe needs ofinvestors, who now have abroader
scope of expectations and requirements. The
creation of this role underscores our commitment
to maintaining strong, transparent, and proactive
communication with our shareholders.

What are your views on the process of going
public in Boursa Kuwait?

One of the standout features of the IPO process
was the smooth and transparent coordination
with Boursa Kuwait and the CMA. Both entities
demonstrated a high degree of responsiveness
and engagement throughout the entire
process. This high level of cooperation and clear
communication significantly reduced potential
bottlenecks and ensured that all stakeholders
were aligned at every stage.

The new framework for the IPO process in the
Kuwaiti market has proven to be highly efficient
and reduces the pain-points for institutional and
retail investors. In April 2022, the CMA introduced
a new book-building mechanism, which was
applied for the first time during our IPO. This
innovation significantly contributes to accurately
determining the IPO price and overall demand.
This process also allows investors to fund their
actual allocation rather than their initial demand
or commitment, unlike historically where
investors had to fund their whole commitment
and may only be allocated a fractional amount.
It was a critical factor in ensuring a smooth and
transparent pricing process that benefited both
the company and the investors. The framework
also allows a streamlined timeline between close
of subscription and listing, which is a big driver
for investor demand. In the past, an investor
had a long waiting period between the close of
subscription and trading of shares.

Technology has become increasingly integral
to the IPO process. Innovations such as digital
platforms for book-building, online subscription
management, and real-time updates have
further streamlined operations and enhanced
the overall experience for investors.

The process also involved comprehensive
marketing efforts, including multiple
engagements with potential investors before
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and during the IPO. These meetings were
instrumental in introducing our group’s activities,
strategic plans, and growth opportunities
to a broader audience. By actively engaging
with investors, we were able to build a strong
foundation of trust and interest, which ultimately
contributed to the success of our public offering.
There is also a strong interest from regional and
international investors, who actively participate
in roadshow meetings.

What are your plans for the company?

Our plans focus on continued regional growth
and expanding our services to a broader base
of institutional clients across the region. We
intend to leverage our international partnerships
to penetrate new markets and strengthen
our presence in the local market. We evaluate
each market in a disciplined manner, working
on measures to mitigate risks and increase the
likelihood of success.

In addition to our regional expansion, we are
committed to strategically growing our real
estate management portfolio by securing more
strategic projects within the local market, which
offer wider synergies to the group. A key focus
is the completion of Beyout Plus in Al Mutlaa,
which represents a significant step forward in
our long-term growth strategy. This project,
along with other targeted expansions, will help
us build a robust portfolio that aligns with our
vision for sustained growth and value creation.

iNVEST R

In your opinion, what steps could be taken to
encourage more family businesses to list in
Boursa Kuwait?

To encourage more family businesses to list on
Boursa Kuwait, | believe it's essential to organize
more conferences and educational sessions
specifically tailored for family-owned entities.
These events could help raise awareness about
the benefits of listing in the capital market and
the numerous opportunities that it provides.
Boursa Kuwait already maintains a high degree
of influence and I am optimistic we will see other
family companies execute listings in the near
future.

Reputable organizations such as the Union
of Investment Companies and active market
players like National Investments Company
could play a pivotal role in this effort. By inviting
family businesses to participate in these sessions,
they can gain valuable insights into the capital
markets and better understand the advantages
offered by Boursa Kuwait and the CMA.

Beyout Investment Group Holding Company
would be more than happy to contribute to
such initiatives. We are eager to share our own
experiences with the listing process, offering
practical guidance and firsthand knowledge
to help other family businesses make informed
decisions about going public.
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What is Future Kid’s strategic plan for

the coming period? How far have you
progressed in the financial, technical, and
administrative restructuring plan?

We are currently implementing a comprehensive
strategy that focuses on enhancing and
diversifying the company’s activities, including
real estate investment. We are in the process
of establishing our own real estate portfolio
and are looking to form partnerships with non-
listed companies operating in the restaurant
and entertainment sectors, including potential
mergers and acquisitions in the near future.
Additionally, we are working on a financial,
administrative, and technical restructuring plan
over the next three years to ensure the continued
strength of our financial position and the ongoing
development of our business.

-,

Mohammad Al Nouri,
CEO of Future Kids

What are the key sectors that the company
is focusing on as part of its investment
diversification strategy?

We are keen on carefully planned expansion,
particularly in new residential areas where there
is a need for entertainment services, such as
Jaber Al-Ahmad City, Sabah Al-Ahmad Residential
City, and Al-Mutlaa City. We are also focused on
developing our existing branches to keep up
with the latest trends in modern entertainment,
along with investing in real estate as part of our
diversification strategy.

How do you view the public offerings and
IPOs in Kuwait compared to other Gulf
markets?

Unfortunately, public offerings and IPOs in Kuwait
are relatively weak compared to other Gulf
markets. This is an area that needs improvement
to better attract capital.

Issue 19



38

iNVESTUR

How do you assess the attractiveness of
the Kuwaiti market for local and foreign
investment?

The Kuwaiti market faces several challenges,
primarily the scarcity of land and rental spaces.
Even when available, rental prices are often highly
inflated. These challenges make the market less
attractive compared to other regions.

How can you reassure shareholders about the
company'’s financial performance?

Future Kid's financial performance is strong and
stable, asis the performance of our subsidiaries like
Al-Jazeera and Ardh Al-Farah in Saudi Arabia. We
rely heavily on operational revenue and realized
profits, which strengthens the confidence of our
shareholders in our financial position.

What are the key projects the company is
currently working on? Are there any upcoming
opportunities in the sectors you focus on, such
as entertainment support services?

We are currently exploring opportunities to
acquire stakes in companies within the restaurant
sector, which complements the entertainment
industry. We are also focused on developing
our existing branches and opening new ones.
Notably, we have signed a contract for the second

phase of the Al-Bay Zero project (formerly Aqua
Park) with an investment exceeding 2 million
dinars, and it is expected to open in March 2025.

How do you see the role of the Touristic
Enterprises Company in supporting tourism
and entertainment in Kuwait? How do you see
the role of the Touristic Enterprises Company
in supporting tourism and entertainment in
Kuwait?

The Touristic Enterprises Company plays a
significant role in supporting and developing
tourism and entertainment projects in Kuwait,
especially with the new board of directors, who
have been instrumental in forming multiple
partnerships with the private sector. A prime
example of this is their current support in
managing, developing, and operating the Al-Bay
Zero Water Park.

Are there any ongoing contracts, partnerships,
or agreements that Future Kid is working on?

Our executive team and staff work diligently
year-round to establish agreements with banks,
retail companies, telecommunications firms,
cooperative societies, unions, and public benefit
associations. These agreements aim to provide
discounts, benefits, and services to our customers.
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