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Figure 1: IPO details

Shares outstanding
(post-IPO)

Offered stake
Offered shares
IPO price *

200mn
49.0%

98mn shares
EGP1.02/share

Capital increase value EGP98mn

Public subscription per investor

Min subscription (shares) 1,000
Max subscription (shares) 2,000,000
Allocation rate

Up to 25,000 shares ™ 100%
More than 25,000 shares Pro rata
Founders’ lockup period *** 2 years

(for 80mn shares)

“Par value of EGP1/share in addition to issuance fees of
EGP0.02/share.

" If the quantity offered for subscription permits.

" The contribution of both Misr Insurance Holding Co.
and Misr Spinning & Weaving Co.

Source: IPO Prospectus.

Figure 2: IPO timeline

Event Date

Subscription opened 12 June 2022

Subscription closes 1 July 2022 *
“The end of the subscription will be on 1 July 2022,
unless the offering is fully covered within 10 days from
the subscription opening date.

Source: IPO Prospectus.

Implied Market Cap

Investment Rating Not rated
Risk Rating Not rated

In a League of Its Own
Welcome the region’s first listed football club

The résumé: Ghazl EI-Mahalla Football Co. [GMFC] is a joint stock
company that came into existence in 2021, following the separation
of the football activity from Misr Spinning & Weaving Co. located
in Al-Mahalla Al-Kubra, Egypt. Ghazl EI-Mahalla team was formed in
1936 to participate in the Companies’ League at the time, before it
took part in the Egyptian Premier League (EPL) in the 1956/1957
season. The team, one of the six fan-based football teams in Egypt,
qualified for the EPL 46 times. The team won the EPL immediately
upon its return in the 1972/1973 season as one of merely seven
teams that won the EPL championship since its inception. Also,
GMFC team came in second place in the 1975/1976 season and
ranked third five times during the seasons between 1978/1979 and
1992/1993. The team regained the spotlight in the 2020/2021
season when it was promoted to the EPL after a 4-year absence
since the 2015/2016 season. Moreover, it reached the Egypt Cup
final six times. Regionally, the team qualified for the CAF Champions
League final back in 1974.

The nitty-gritty of the IPO: Not only is GMFC the first of its kind
for being the first football company to be listed on a regional stock
exchange, but it is also the first company to be listed immediately
after incorporation, before the issuance of at least two years of
financial statements. To carry out its IPO, GMFC should reach a
minimum capital of EGP200mn with the subscription of at least
1,000 shareholders. Thus, the company is raising capital through
three channels, two of which have already been successfully
covered:

1) Preferred in-kind contribution of c. EGP65mn from Misr
Spinning & Weaving Co., representing a 32.6% stake in GMFC.
This is in return for a usufruct right for 20 years to use Ghazl El-
Mahalla Stadium and the football training pitches attached to it,
the trade name of Ghazl EI-Mahalla and all players’ contracts, as
well as the advertising and sponsorship contracts estimated at
EGP29mn during the 2020/2021 season.

Private placement tranche of EGP37mn, which was fully
covered, with an EGP15mn contribution of Misr Insurance
Holding Co. Meanwhile, Egyptian, Kuwaiti, and Saudi individuals
and institutions covered the remainder. We note that the shares
of Misr Spinning & Weaving Co. and Misr Insurance Holding
Co. (a total of 80mn shares or 40% of GMFC's total shares post
capital increase) are subject to a two-year lockup period from
the stock’s first trading date.

2)

3) A public offering of EGP98mn, which is currently underway.
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Figure 3: Expected shareholder
structure post capital increase

Public offering
49.0% Misr Spinning &
Weaving
32.6%

Private
placement
18.4%

Misr Gulf
Insurance Investment
Holding House
40.7% 40.7%

Source: IPO Prospectus.
Figure 4: Expected CAGR through

2023 and 2030

Revenues expected Net profit expected
growth growth

Note: The 2022 figures include GMFC's 19-month
financial results (7 months from 2021 and 12 months
from 2022).

Source: IPO Prospectus.

Use of IPO proceeds: Part of the EGP135mn IPO cash proceeds will
be channeled towards: (1) developing the main stadium and the
gymnasium, enhancing the stadium'’s electronic facilities systems
(e.g. cameras and lighting systems) and first aid rooms for fans, and
raising the efficiency of the green field, (2) setting up players’
hostels and providing services necessary to accommodate the first-
team players, juniors, and buds, (3) continuing the 3-year contract
with global experts to develop the foundation for a strong football
school while raising the training efficiency in the junior and buds
segments and discovering new talents in line with GMFC's strategy,
and (4) developing pitches for juniors and putting up changing
rooms.

Corporate strategy: GMFC seeks to generate most of its revenues
from the sale of players without buying players at exorbitant prices
to boost its squad. To achieve this strategy, GMFC has already
contracted Hutnik, a Polish football school, for a three-year term.
Hutnik will be responsible for developing the technical and personal
skills of juniors and buds players in order to qualify them for local
and international transfers. GMFC currently has 180 players, divided
into three age brackets:

(1) The first-team squad (30 players).

(2) The juniors team (100 players divided into four 25-player age
groups of 21, 19, 17, and 15 years or younger).

(3) The buds team (pre-teen) team (50 players aged between 9 and
13 years).

Expected revenues and earnings: GMFC is expected to generate
revenues from (a) sponsorship, (b) advertising rights, (c) sale of
tickets and merchandise, and (d) the net value of players, which will
be the main revenue contributor. GMFC is expected to generate
revenues of EGP155mn in 2030 vs. EGP65mn in 2023 (a 7-year
CAGR of 13%). Meanwhile, gross profit margin is expected to
double to 48% by 2030 from 24% in 2023. Driven by improved
revenues and boosted margins, GMFC's net profit is expected to
reach EGP67mn in 2030 (a 7-year CAGR of 22 %).

Dividend policy: According to the IPO prospectus, GMFC is mulling
dividend distributions starting 2025, with an expected payout ratio
of 60% heading to 75% by 2026 through 2030. Hence, GMFC is
expected to pay dividend of around EGP26mn in 2025, implying a
dividend yield of 13% (based on the expected profits and the IPO
price).

Investment thesis: The first football company to be floated on the
Egyptian Exchange (EGX). Contracting with the Polish school helps
the company meet its strategy and generate revenues from net
sales value of players. The potential participation in African
championships could lead the team to international competitions
and transfers, and boost advertising revenues.

Risks: Being relegated from the EPL. Not selling players in the
coming few seasons or selling them at lower-than-expected prices.
Weaker or no advertising revenues.
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Figure 5: Operational & financial KPIs

Income statement (EGPmn) 2022 2023 2024 2025 2026 2027 2028 2029 2030

Revenues 51 65 85 104 113 124 133 145 155
Cost of revenues (56) (50) (54) (54) (59) (64) (68) (74) 81
Gross profit (5) 15 31 50 55 59 64 71 74

GPM (11%)  24%  36%  48%  48%  48%  49%  49%  48%
SG&A 3) 2) 3) 3) 3) 3) 3) @ 4)
EBITDA (8) 13 28 47 52 56 61 67 70
Depreciation (5) (3) (3) (3) (3) (3) (3) (3) (3)
EBITA (13) 10 25 44 49 53 58 64 67
Amortization (5) (3) (3) 3) (3) (3) (3) (3) (3)
EBIT (18) 7 22 41 45 50 55 61 64
Interest income 8 10 13 15 16 18 19 21 23
EBT (10) 17 35 55 62 68 74 82 87
Taxes 0 0) (8) (13) (14) (16) (17) (19) (20)
Net Profit (10) 17 27 43 47 52 57 63 67
Balance sheet (EGPmn) 2022 2023 2024 2025 2026 2027 2028 2029 2030
Cash 105 128 162 185 203 222 243 265 288
Net fixed assets 25 22 19 16 13 10 7 4 1
Usufruct rights 60 57 53 50 47 44 40 37 34
Total Assets 190 207 234 251 263 276 290 306 323
Paid-in capital 200 200 200 200 200 200 200 200 200
Reserves 0 0 0 2 5 7 10 13 16
Retained earnings 0 (10) 7 6 11 17 23 30 40
Net income of the year (10) 17 27 43 47 52 57 63 67
Total Equity 190 207 234 251 263 276 290 306 323

Note: The 2022 figures include GMFC's 19-month financial results (7 months from 2021 and 12 months from 2022).
Source: IPO Prospectus.
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Figure 6: GMFC in charts

Revenues (EGPmn)

2022 2023 2024 2025 2026 2027 2028 2029 2030
GPM and NPM
EGPM ®NPM
48% 19 48% 42% 48% 429% 49% 43% 49% 44% 48% 43%

-19%
2022 2023 2024 2025 2026 2027 2028 2029 2030

Net profit (EGPmn)

2022 2023 2024 2025 2026 2027 2028 2029 2030

Note: The 2022 figures include GMFC's 19-month financial results (7 months from 2021 and 12 months from 2022).
Source: IPO Prospectus.
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Figure 7: GMFC’'s Teams
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Source: Company reports, Prime Research.

The technical staff consists
of 15+ members, led by
Mostafa Abdo as the
Technical Manager.

30 players.

100 players. The technical staff consists

of 12 members for each of

the juniors and buds teams.

The Polish academy

50 players. (Hutnik).

@ 21 years old and older.

Four 25-player age groups of
21,19, 17 and 15 years or
younger.

@ 9-13 years old.

Figure 8: Frequently asked questions on investing in the Egyptian Exchange (EGX)

m What is a stock exchange?

« A stock exchange is a market for buying and
selling securities, such as stocks, bonds, and
investment fund certificates.

S: When to investin the stock market?

« First, you need to determine your financial
requirements. The amount you decide to invest
should be in excess of your needs.

» Then choose a stock brokerage firm from the list

of brokerage companies on the EGX website.

stock exchange?

« If acompany wants to develop its business or

expand its activities, instead of borrowing, it may

opt for a capital increase by selling part of its
shares in what is called an initial public offering
(IPO). By subscribing to an IPO of a certain
company through a stock exchange, individuals

and financial institutions become partners in that

company.

Source: The Egyptian Exchange, Prime Research.

Why do companies float their shareson a

@ How can |l invest?

* The brokerage company opens an account and .
creates a unified code for you. By having an
account and code, you can invest any amount.

* The supply of and demand for shares take place
during the trading session, which starts daily
from 10:00 am to 2:30 pm, except on official
holidays.

* After the trading session ends, the EGX sends all
transactions to Misr Central Clearing, Depository
& Registry Co., which in turn registers your .
ownership of the shares you purchased.

What is a secure source of information?

+ The disclosures provided by the EGX are the .
secure source of information. Any market
information must be verified before action and
investors should wait until company disclosures
are released on the EGX.

BUY What are the factors that affect the stock

Eﬁ\. price?

The stock price is affected by (1) supply and
demand, like any other commodity, (2) the
economic landscape, (3) local and international
events, and (4) company performance.

””_V_Af What do stock marketindices indicate?

The index shows the direction of the market and
where each company is heading. Each company
has a relative weight in the index. Market indices
include EGX 30, EGX 70 EWI, and EGX 100 EWI.

'.é] Why do people investin the stock
.' Q

market?

Investing in a stock exchange (by buying shares),
you become a partner with the government
and/or the private sector, possibly in various
economic sectors.

The better the economy, the higher your profits,
as the growth of the economy depends on the
growth of companies, which in part are listed on
the stock exchange.

5/6



GMEFC
Tuesday, 14 June 2022 / 10:00 am CLT [ ] p P R I M E

Egypt / Consumer Discretionary / Pre-IPO Note

Prime Securities

Shawkat El Maraghy
Managing Director

T +202 3300 5622
SElmaraghy@egy.primegroup.org

Sales Research
Mohamed Ezzat Emad El Safoury Amr Hussein Elalfy craA
Head of Sales & Branches Manager Head of Research
T +202 3300 5784 T +202 3300 5624 T +202 3300 5724

MEzzat@egy.primegroup.org EElsafoury@egy.primegroup.org  AElalfy@egy.primegroup.org

Mohamed Ashmawy Shawkat Raslan

Head of Institutional Sales Heliopolis Branch Manager

T +202 3300 5612 T +202 3300 5110
MAshmawy@egy.primegroup.org SRaslan@egy.primegroup.org
Amr Alaa CFTe Nashwa Abuelatta

Team Head -Institutional Desk Alexandria Branch Manager

T +202 3300 5609 T +202 3300 5173
AAlaa@egy.primegroup.org NAbuelatta@egy.primegroup.org

Mohamed El Metwaly
Manager

T +202 3300 5610
MEImetwaly@egy.primegroup.org

Head Office

Prime Securities s.A.E. 2 Wadi Elnil St, Liberty Tower, 7thFl.
Regulated by FRA License No. 179 Mohandessin, Giza, Egypt
Member of the Egyptian Exchange T +202 3300 5700 / 770 / 650 / 649
F +202 3760 7543
Branches Website
Heliopolis Alexandria www.primeholdingco.com
7 Elhegaz Square 7 Albert Al Awal St.
Heliopolis, Cairo, Egypt Smouha, Alexandria, Egypt
T +202 2777 0600 T +202 3300 8170
F +202 2777 0604 F +202 3305 4622
Disclaimer

Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users
whether they received them directly or through any research pool and other specialized websites. The report is published for information purposes only
and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. Unless specifically stated otherwise, all
price information is only considered as indicator. No express or implied representation or guarantee is provided with respect to completeness, accuracy
or reliability of information included in this report. Past performance is not necessarily an indication of future results. Fluctuation of foreign currency
rates of exchange may adversely affect the value, price, or income of any products mentioned in this report. Information included in this report should
not be regarded by report users as a substitute for the exercise of their own due diligence and analysis based on own assessment and judgment criteria.
Any opinions given are subject to change without notice and may significantly differ or be contrary to opinions expressed by other Prime business areas
as a result of using different assumptions and criteria. Prime Group is under no obligation responsible to update or keep current the information
contained herein. Prime Group, its directors, officers, employees or clients may have or have had interests or long or short positions in the securities
and/or currencies referred to herein, and may at any time make purchases and/or sales in them as principal or agent. Prime Group, its related entities,
directors, employees, and agents accept no liability whatsoever for any loss or damage of any kind arising from the use of all or part of these information
included in this report whether it is received directly or through research pools and other specialized websites. Certain laws and regulations impose
liabilities which cannot be disclaimed. This disclaimer shall, in no way, constitute a waiver or limitation of any rights a person may have under such laws
and/or regulations. Furthermore, Prime Group or any of the group companies may have or have had a relationship with or may provide or have
provided other services, within its objectives to the relevant companies.

Copyrights © 2022, Prime Group, ALL RIGHTS RESERVED. You are hereby notified that distribution and copying of this document is strictly prohibited
without the prior approval of Prime Group.
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