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Disclaimer

This report has been prepared and issued by Marmore MENA Intelligence Ltd (Marmore), a fully owned research subsidiary of Kuwait Financial Centre “Markaz” K.P.S.C. Marmore is a private limited
company registered with the Registrar of Companies in India.

This Report is owned by Marmore and is privileged and proprietary and is subject to copyrights. Sale of any copies of this Report is strictly prohibited. This Report cannot be quoted without the prior written
consent of Marmore. Any user after obtaining Marmore's permission to use this Report must clearly mention the source as “Marmore." The Report is intended to be circulated for general information only
and should not to be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction.

The information and statistical data herein have been obtained from sources we believe to be reliable, but no representation or warranty, expressed or implied, is made that such information and data is
accurate or complete, and therefore should not be relied upon as such. Opinions, interpretations, estimates, and projections in this report constitute the current judgment of the author as of the date of this
Report. They do not necessarily reflect the opinion of Markaz or Marmore or other identified parties and are subject to change without prior notice. Neither Marmore nor Markaz have an obligation to
update, modify, or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast, or estimate set forth herein, changes or
subsequently becomes inaccurate, or if research on the subject company is withdrawn.

This Report may not consider the specific investment objectives, financial situation, and the particular needs of any specific person who may receive this report. Investors are urged to seek financial advice
regarding the appropriateness of investing in any security or investment strategy discussed or recommended in this report and to understand that statements regarding future prospects may not be
realized. Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Investors should be able and willing to accept a total or partial
loss of their investment. Accordingly, investors may receive back less than originally invested. Past performance is not necessarily indicative of future performance.

Markaz may seek to do business, including investment banking deals, with companies covered in its research reports. Markaz may have interests in the areas covered in this research report. Markaz,
Markaz managed entities, its clients, or its employees may have from time to time long or short positions in any security, derivative or other types of assets referred to in this research report. As a result,
investors should be aware that Markaz may have a conflict of interest that could affect the objectivity of this report.

This report may provide the addresses of or contain hyperlinks to websites. Except to the extent to which the report refers to website material of Markaz and Marmore, Markaz has not reviewed the linked
site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to Markaz's or Marmore’s own website material) is provided solely for your
convenience and information, and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this report or Markaz's or Marmore’s
website shall be at your own risk.

For further information, please contact ‘Markaz’ at P.O. Box 23444, Safat 13095, Kuwait; Email: enquiry@e-marmore.com; Tel: 00965 22248280; Fax: 00965 22495741.



‘ Why purchase the report?

e«  COVID-19 Impact: Our latest Equity Risk Premium values incorporate the impact
of COVID-19.

« 3 Approaches: Robust analysis of Equity Risk Premium of GCC countries using
three different approaches. Sovereign ratings approach, Equity market Implied and

CDS spread based methods.

¢ 6 GCC Nations: Equity Risk Premium calculated for all the six member countries of
the GCC region

e Risk Evolution: Trend on risk premium provided for all the six countries to better

understand the risk evolution in these markets.
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Importance of Cost of Capital in the current environment

1. Cost of capital represents the opportunity cost of financial capital, primarily debt
and equity, invested in an enterprise. Opportunity cost is what is given up as a
consequence of an investment decision

2. Opportunity cost’ is also referred to as ‘hurdle cost’ or ‘discount rate’, and is of
primary importance in valuation and helps investors in identifying the right
company or project to invest.

3. Inreality, not much effort is invested in calculating cost of capital; while a
significant amount of time is focused on forecasting uncertain future cash flows.

4. Improper capital cost assumptions could lead to type-I error (accepting projects
that do not add shareholder value) or type-Il error (rejecting projects that add
shareholder value).
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‘ Calculating the Equity Risk Premium

1. Sovereign rating method: The equity risk premium ERP of GCC countries are
arrived at by taking the U.S market's ERP and adding the default spread based
on their credit rating.

2. CDS Spreads method: In this method, the CDS spread of a country’s bond

(adjusted for spread of risk free country) is considered as default spread and
added to the U.S market's ERP.

3. Implied ERP method: Implied equity risk premium is an alternative approach to
estimate risk premiums. Assuming that stocks are correctly priced, if we can
estimate the expected cash flows from buying stocks, then we can estimate the
expected rate of return on stocks by computing an internal rate of return (IRR).
Subtracting out the risk free rate from IRR should yield an implied equity risk
premium.
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‘ Evolution of Cost of Capital in the GCC

Bahrain Oman Abu Dhabi KSA Dubai Qatar Kuwait

H1 2017 mH12018 mH12019 mH1 2020
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COVID-19 created uncertainty - What we did to help?

ool
MA R\..F.t\f
GCC :
COVID-19 Dashboard ‘\_}
i \‘ wi
Ny

-

GCC Coronavirus Dashboard

To capture the latest trends of COVID-19 cases
and provide meaningful insights GCC Coronavirus
Dashboard was prepared with daily frequency

f‘:ar'o'navirus Investment
Dashboard (Global and GCC)

Investment Dashboard
To capture the financial market trends amid
COVID-19 GCC Investment Dashboard was
prepared with daily frequency

Sector Factsheet

To assess the impact of COVID-19 on different
sectors in Kuwait, factsheets was prepared

Mobility Report

Lockdowns imposed a typical issue of restricted

mobility, this issue was analyzed by a detailed study of

impact of mobility restrictions on Kuwait economy

COVID 19
ARTICLE

COVID Impact articles

We published several articles covering the
impact of COVID-19 on various sectors,

economy and policy

GCC Automobile Sector
Updated for COVID-19 Impact

3. VP

Marmore also published a report on GCC
Automobile updated for COVID-19 impact

Impact of COVID-19 on venture capital

For one of our client, we did a deep dive study

on COVID-19 impact on VC industry

Marmore is quick to adopt to
changes. Its experienced team
is equipped to account
for changing business
environment and provide
actionable research on time.

engage
with us
today!

Visit our website www.marmoremena.com


https://www.marmoremena.com/reports/gcc-coronavirus-dashboard/
https://www.marmoremena.com/reports/coronavirus-investment-dashboard/
https://www.marmoremena.com/tag/covid-19/
https://www.marmoremena.com/tag/covid-19/
https://www.marmoremena.com/coronavirus/
https://www.marmoremena.com/reports/gcc-automobile-sector/
https://www.markaz.com/Media-Center/Our-News/News-Details/2020/Markaz-launches-special-report-on-impact-of-Covid#.XxgY254zaUm
https://www.marmoremena.com/

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

e Asset Management
e Food & Beverage

e REITs

e Telecom

e FEducation

e Petrochemicals

Capital Market
Research

30+ reports

Our Capital Market
coverage includes reports
on:

e GCC Risk Premium

e GCC Corporate Earnings

e GCC's Best Capital Allocators
e GCC's RODE Stocks

«  Most valuable companies in
GCC

e  GCC High Margin Industries
e GCC Stock Market Outlook

Economy

Research

45+ reports

Our Economic coverage
includes reports on:

e Trade relations report
(multiple)

e 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:
e 5G Implications for GCC business

¢ GCC Ride Sharing Sector -
Estimating the Market Size

e Consulting in GCC: understanding
the value add

e Crowdfunding in GCC - A New and
Faster Source of Funding

e Blockchain: More respectable so far
than Crypto’s

o Kuwait Labor Productivity

e GCC Free trade Zones

e Yes We Can - FDI in Kuwait
e Militarization of GCC

e Kuwait's SME’s - Accelerating
Economic Diversification

e GCC Cloud Computing

Visit our website www.marmoremena.com
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Multiple ways to engage with us

Send us an Enquiry Register with us today and get access to

MARMORE

Login and Register
Login
Dot have an sccount with wn?

Write us an email with your requirements at
enquiry@e-marmore.com
Or

e Regular updates on new reports ¢ Monthly Market Review

e Insightful Articles e Infographic
Call us at +965 2224 8280 to discuss
Join our WhatsApp Broadcast Group Follow us on Social Media
» e s ,\@)
ortheae” g marmoremena @ marmore-mena ﬁ marmoremena

o marmoreMENA @ marmore_mena

An easy way to keep your self updated on new

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

Regular updates on key events « Regular updates on key events

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

Visit our website www.marmoremena.com
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