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Date 22-Aug-11 Shareholder Structure Net Profit
Fair Value 6.59 60 1 [ 20%
[¥]
Market Price (22 August 2011)  4-60 Medhat Khalil & 50 - . o 12% 10%
Family 28% 5%
Upside Potential % 43% amily 28% a0 - ° - 0%
Recommendation Buy i S - -10%
Free Float 49% %30 . -14 L 0
Financial Year End December "“20 3% ~20%
Ticker RAYA - -30%
Sector Telecom Financial 10 A L -40%
Holding 12% -44
No. of Shares (Mn) 62.0 EL Tawil Family . | Wm BN BN BN OB | 50
Capital (EGP Mn) 310.8 Watheeqga 5% 6% 2008a 2009a 2010a 2011f 2012f
Index EGX30 == NetIncome —#&ll— Growth
Market Cap. (EGP Mn) 285.9
52W Range (EGP) 3.57-6.25 2010a 2011 Change% 2012 2013
Av. Daily volume (000’ shares) 254.2 Revenue 2,560 2,304 -10% 2,551 2,798
Eluonine) - Gross Profit 368 329 11% 380 420
Free Float 49% Gross Profit Margin®  14.4904 14.3% 0% 14.9% 15.0%
Raya vs. EGX30 EBIT 105 74 -30% 103 111
7 EBIT Margin%o 4.1% 3.2% -1% 4.0% 4.0%
6 Net Profit 44 38 -19% 42 46
5 Net Profit Margin%o 1.7% 1.6% 0% 1.7% 1.7%
4 EPS (EGP) 0.70 0.61 -14% 0.68 0.75
3 DPS (EGP) 0.00 0.00 NA 0.00 0.00
2 P/E 6.56 7.58 16% 6.77 6.16
;] P/BV 0.55 0.52 -7% 0.48 0.45
Dividend Yield 0% 0% NA 0% 0%
o X\,«’& & & eeq'@ oe,«”Q V\Q«’& ozc”“ @«Q an”:@”x @”\@9 @«0 & vfx

RAYA

EGX30 (Rel) Source: Raya, Sigma Capital Estimates.
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Mobile handset industry is highly correlated to different factors, such as
mobile penetration, subscriber additions and handset replacement rates.
Rising mobile penetration increases the subscriber base, which fuels the
demand for handsets; and the introduction of new technologies impacts
replacement rates. Total worldwide handsets shipments recorded an
impressive growth of 7% reaching 1,308 million units in FY10 up from
1,166 million units. Customer handsets’ spending accelerated growth
rate is primarily attributable to the implementation of new technologies
(3G, 4G & Long Term Evolution) and the availability of new devices with
better features and designs. Moreover, mobile applications are rapidly
changing and enhancing the mobile industry, transforming mobile
handsets from simple communication devices into gadgets with
powerful information, entertainment; thus, boosting the use of mobile
data services.

Mobile market is almost reaching saturation levels in developed
countries at an average of 116 subscriptions/100 inhabitants at the end
of FY10 at a marginal growth of 1.6%. Concurrently, the developing
world is increasing its share of mobile subscriber-base from 53%6 in FYO5
to 68%b at the end of FY10.

Egypt’'s telecom industry is experiencing rapid growth despite recent
political events and losses that telecom companies incurred during the
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factoring in the exodus of call centers). Egypt’s mobile market grew by
an impressive 28% in May FY11 with net additions standing at 16.52
million subscribers to reach 74.77 million subscribers in May FY11.
Accordingly, mobile penetration rose to 94.13% in May FY11 up from
74.85% in the previous year. On the other hand, 3G subscriptions
recorded 4.35 million subscribers in FY10, representing 6.16%b of Egypt’s
FY10’s total mobile subscriber base that stood at 70.66 million
subscribers. Meanwhile, the numbers of internet users and broadband
subscribers continue to increase at a robust rate. Internet users reached
almost 25.76 million in May FY11, increasing 20.94%b over the last year.

It’'s worth mentioning that a significant downgrade to Egypt’ country
risk rating was made on the back of the political crisis and uncertainty
over the formation of a democratically elected government.
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Business Summary & Background

. 2 RAYA is one of the largest telecommunications and IT industry market players in the
Mobile Handsets Revenues IT Revenues region, capturing a leading market share in the Egyptian mobile handsets distribution
440 T 11.9% [ 14% market. In addition to Raya’s three major lines of businesses, trade & distribution, IT
430 -4 12% and call centers; the company diversified its core business to include smart buildings,

integrated IT solutions, recycling as well as logistics.
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2 Raya Smart Buildings offers smart office/commercial buildings complexes as well as
- 8% green buildings. Raya Smart Buildings currently has a total land bank of 27,690m=2
L 6% with 115,000m2 built-up areas in 6th of October, new Cairo and planned total
investment of EGP600MnN. The construction of the first smart and green office building
" 4% project in smart village “Raya View” started August FY10 and it's expected to be
L 204 completed in 2Q11. The second project is in new Cairo “Raya Offices” which is
currently under construction and expected to be launched by 4Q12. “Raya Plaza” is
0% another new project in new Cairo and expected to be completed in 4Q13. Raya Smart
2% Buildings launched its management arm “Raya Management Facility” which provides
facility operation, maintenance and design-built services.

30%

EGP Mn

F 20%

- 10%

- 0%

+

Raya International Services (RIS) provides state of the art IT solutions to different
sectors (governmental, utilities, health & education) in the MENA region. Such
solutions include enterprise resource planning, software development and software
infrastructure technology services.

k== Revenue —#— Growth 2

Call Center Revenues Revenue Split > Raya Holding Investments added “Bariq Co.” for recycling and remanufacturing of
plastic materials with EGP4Mn paid in capital and in which Raya owns 94%b. The
company will start operations by the of end of FY11 and it is considered to be the first

-09% of its kind in Egypt. In addition to “Ostool Co.“ for ground cargo transportation which

started operations in April FY10 and is targeting to be the largest logistics and ground

cargo transportation company serving North Africa, Sudan, and ME region with 35

trucks by FY11. Raya holds 45%b6 of the company.

13% 0.1%
N T 20.6%  25% 1.2%
{n + 3.3% \_“\I :

L 909
70 + 20% 17.0%

[ 15% 2 On the other hand, Raya expanded its portfolio of investments to include “Fawry” for
Banks Technology & Electronic Payment in which Raya holds 35% with total
investments of EGP16.1Mn which started operations in 4Q09; as well as International
Business Solutions (IBS) which is specialized in the manufacturing and distribution of
LCDs, projectors, digital cameras and computers that Raya sells at its stores and
online. Raya increased its stake in IBS to 49%, with a total investment value of
EGP10Mn. Finally, Raya acquired a 30% stake in Rameda which is an Egyptian
pharmaceutical company in 1Q11. Raya Holding is planning to increase its total
investment portfolio to EGP700Mn by FY14.

EGP Mn

r 10%

20 T 4.5% L 59
10 T 1.2%
R e )

2008 2009 2010 W Trade LoB §ITLoB HCall Center LoB

78.0%
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4 Disposal of Sales Sector 2 Raya has recently announced the establishment of a new company specialized in
Source: Raya Holding building social networking sites at an investment cost of EGP20Mn over three years, to
be financed through 75%b6 equity & 25%b debt.

=== Revenue  —H— Growth
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Revenue +37%

COGS +38%

Net Profit +5%

omment and Analvsi
> The increase in FY10 revenue was mainly driven by:

« A 39% growth in trade business segment revenue
due to a 16% increase in the number of handsets
sales on the back of the recovery of the latter’s
market, new product mix introduction, as well as
the launch of Etisalat strategic partnership with
new products and value added services.

*A 12% increase in IT revenues due to the
successful implementations of a number of
projects during FY10, such as multiple outsourcing
projects with Mubadalah, Abu Dhabi Judicial
Department and Federal Authority for Government
Human Resources.

A 21% increase in call center revenues mainly
attributable to the launch of Raya & Cisco’s “Cairo
Center of Excellence” Operations.

«A more than 5-fold increase in the recently
introduced, “smart buildings”, recording EGP30Mn
in FY10 vs. EGP6Mn in FY09.

> FY10 COGS increase was primarily driven by a 20%
increase in IT raw material cost along with a 41%
increase in trade & distribution and a 68% rise in
IBS.

> Gross profit margin stood at 14% in FY10 compared
to 15% in FY09.

2> The increase in COGS is partially related to the
introduction of Etisalat strategic partnership (IT
related services).

> EBITDA reached EGP145Mn in the FY10 compared to
EGP89Mn with an EBITDA margin standing at 6%
vs. 5% in the FY09.

> Although gross profit surged 14%, net profit
recorded an only 5% increase YoY and this was
mainly attributable to:
« Other expenses of EGP11Mn in FY10 that have
replaced other income of EGP22Mn in FY09.
« A more than 10-fold increase in provision expense
recording EGP31Mn compared to EGP3Mn in FY09
as the Algerian Customs Authority (Direction

Générale des Douanes Algériennes DGD) imposed -35%

a fine on Raya Algeria amounting to EGP34.9Mn.
* A 129% increase in income taxes.

14110 ____Commentand Analvsis |

2 The decline in 1H11 revenue was mainly driven by:

-11%

-11%

« An 8% decrease in trade & distribution sales revenue
recording EGP913Mn compared to EGP996Mn during
1H10 as shops were closed during the revolution and
three retail outlets were damaged and burnt,
constituting a loss worth EGP3Mn.

e A 34% decrease in IT sales revenue standing at
EGP135Mn compared to EGP204Mn in 1H10 as
corporate spending remained under-pressure.

A 63% decline in smart buildings sales revenue
reaching EGP10Mn compared to EGP28Mn in 1H10
due to economic instability reflecting customers’
reluctance to invest in real estate.

The decline in COGS was primarily driven by a 33%
decrease in IT cost along with an 8% decrease in trade
& distribution costs. In addition to a 71% decrease in
smart buildings costs.

Gross profit margin reached 14% in 1H11 compared to
15% for the same period last year.

> EBITDA recorded EGP62Mn in 1H11 compared to

EGP82Mn for the same period last year with EBITDA
margin standing at 5% in 1H11 vs. 7% for the same
period last year, indicating that Operations were
severely affected due to revolution.

The huge dip in 1H11 net profit was mainly attributable

to:

* A 16% increase in net interest due to a 3% increase
in interest expense amounting to EGP5.0Mn in 1H11
vs. EGP4.8Mn for the same period last year.

« A more than 8-fold increase in receivables impairment
recording EGP2.3Mn in 1H11 compared to
EGP0.28Mn in 1H10 .

* A 51% decrease in other revenue reaching EGP3.2Mn
compared to EGP6.5Mn in 1H10.

« Unusual losses of EGP3Mn in the 1H11 compared to
nil in the 1H10 mainly due to outlets’ losses during
the revolution.

Income Statement (EGP Mn)
Revenues

Cost of Goods Sold

Gross Profit

Selling, General & Administratvie Expenses

Depreciation & Amortization
Other Income/Expense

Net Interest

Net Provisions

Net Profit Before Tax

Taxes

Minority Interest

Net Profit

EPS (EGP)

Balance Sheet (EGP Mn)
Cash

Accounts Receivable
Inventories

Other Current Assets

Total Current Assets

Fixed Assets

Other Long Term Assets
Total Assets

Short Term Debt

Accounts Payable

Other Current Liabilities
Total Current Liabilities
Long Term Debt

Provisions

Other Long Term Liabilities
Total Liabilities

Total Equity Including Minorities
Total Liabilities and Equity

22 August 2011

2009a  2010a 1H10 1H11
1871 2,560 1,262 1,123
1,586 2,192 -1,077 -963
285 368 186 160
-196 -224 -103 -9
-40 -38 -35 -22
2 -11 5 -7
-24 -8 - -5
2 -28 -17 -7
49 60 31 2
-8 -18 -10 4
0 1 0 1
42 44 21 13
0.73 0.70 0.33 0.22
2009a  2010a 1H10 1H11
12 96 163 72
379 47 440 442
188 191 24 285
43 70 57 77
732 804 883 877
238 197 179 245
283 354 4 439
1252 1354 1,403 1,560
257 278 283 390
229 187 305 249
148 172 189 148
634 637 776 786
58 91 49 128
1 37 7 43
5 nn 1 73
759 836 908 1,031
493 518 495 530
1252 1354 1,403 1,560
4
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Valuation Assumptions
Trade LoB

2010a

2011e

2012f

2013f

We forecast that Raya’s top line will witness a slowdown of 10% in FY11l on
the back of the economic turmoil and high pressures on consumer spending.

Although mobile handsets sales started to recover in 1Q11, and continued
improving even during 1H11, after being squeezed for more than one month,
as per company’s management; we believe that headsets sales revenue will
slowdown by 18%b in FY11 as a result of lower selling prices due to aggressive
competition in consumer electronics. The decrease is mainly attributable to
consumer and corporate spending cuts following the revolution that took place
early this year. However, we believe that, starting FY12 and going forward,
headsets sales revenue will surge on the back of the expansion in African
countries and an improving economic and political conditions.

IT sales revenue is expected to witness a 5% decrease in FY11l due to the
shrinkage in corporate spending in private sector along with a suspension of a
number of governmental projects. Nevertheless, Egypt's IT spending is
expected to increase to USD1.9Bn by FY13 up from USD1.2Bn in FY10 together
with an expected market growth of 12% over the four coming years, as per
company guidance. Thus, IT revenue will recover and start to perform well by

Our forecasts assume that call center sales revenue will slump 8% in FY11 as
the company incurred losses of EGP4Mn as a result of the cancellation of four
local projects as well as the delay of three off-shore projects.

Raya’s investment in smart buildings is expected to witness a growth of 45%
as a result of high demand despite the slowdown in real estate sector, as per
company’s guidance. Moreover, the regional market for smart buildings is
expected to reach USD3.25Bn by the end of FY11l. It's worth mentioning that
Raya postponed two of its projects to be launched in the 2H13 instead of the

Mobile Distribution Revenue (EGP Mn) 1,581 1,295 1,455 1,588
Y-o-Y change 74% -18% 12% 9%
IT Distribution Revenue (EGP Mn) 203 215 233 251
Y-o0-Y change -24% 6% 8% 8%
Retail Revenue (EGP Mn) 145 137 147 157
Y-o0-Y change -1% -5% 7% 7%
Maintenance Revenue (EGP Mn) 93 100 118 126
Y-0-Y change 20% 8% 18% 7%
Total Trade Revenue (EGP Mn) 1,993 1,748 1,952 2,123
Y-0-Y change 39% -12% 12% 9%
IT LoB

Infrastrucure Revenue (EGP Mn) 279 263 276 299
Y-o0-Y change 12% -6% 5% 8%
Business Applications Revenue (EGP Mn) 139 132 140 151
Y-o-Y change 12% -5% 6% 8%
Outsourcing Services Revenue (EGP Mn) 17 17 18 19
Y-o0-Y change 12% -5% 6% 8%
Total IT Revenue (EGP Mn) 435 412 434 469
Y-o0-Y change 12% -5% 5% 8%
Total Call Center Revenue (EGP Mn) 84 78 86 96 FY12.
Y-o0-Y change 21% -8% 10% 12%
Segments with Minor Contribution

Smart buildings LoB (EGP Mn) 31 44 11 12
Y-o0-Y Change 446% 45% -75% 5%
International Services LoB (EGP Mn) 33 30 33 35
Y-o-Y Change 78% -10% 10% 7%
Ostool LoB (EGP Mn) 3 15 31 38
Y-o-Y Change -111% 500% 100% 25%
Bariq LoB (EGP Mn) o o 30 53
Y-o0-Y Change 0% 0% 0% 75%
Inter-Company Sales (EGP Mn) 23) 23) (26) (28) 4Q11
Y-o0-Y Change 27% 2% 9% 10%
Total Revenue (EGP Bn) 2.6 2.3 2.6 2.8

Y-o-Y Change

37%

-10%

11%

10%

Barig will be launched by the end of FY11l and it should contribute 7% to
Raya’s revenue by FY15. In addition, Ostool which started operation in 2Q10 is
expected to witness a 6-fold increase in FY11 as it plans to have 35 trucks by

N.B: It’s worth mentioning that Raya Holding has signed a FY11.
financial lease contract with Palm Hills Developments (PHDC) for
Raya’s own administrative building in Smart Village with a total
value of EGP90Mn and an expected total capital gain of EGP37Mn

2 Our forecasts assume that net profit will slip 14%6 and start picking up in FY12.
We assume that the company will start paying cash dividends by FY14 as most

of which EGP15Mn was booked in FY10 and EGP22Mn in FY11.

of its projects will be completed by FY13 leaving the company with excess cash
and no further announced expansions.

22 August 2011
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Income Statement (EGP Mn) 2010a 2011f 2012f 2013f Kev Financial Indicators
Revenues 2,560 2,304 2,551 2,798 - - 200 2011 201210 20131
Cost of Goods Sold 2192  -1974 2171 -2378  Liquidity
Gross Profit 368 329 380 420 Current Ratio 1.3 1.3 1.2 1.1
Selling, General & Administratvie Expenses -224 217 -235 -245 Quick Ratio 1.0 0.8 0.8 0.8
Depreciation & Amortization -38 -38 -43 -64
Other Income/Expense -11 22 0 0 .
Net Interest -8 -38 -48 -51 Efficiency
Net Provisions -28 -10 0 0 Inventory Turnover 11.5 7.6 9.0 10.2
Net Profit Before Tax 60 49 55 60 Inventory DOH 31.8 479 40.7 35.6
L?;‘gflty Iterest '18 '112 '114 '15 Receivables Turnover 5.7 5.4 6.1 6.9
Net Profit a4 38 42 16 Average Collection Days 63.7 67.9 60.2 52.9
EPS (EGP) 0.70 0.61 0.68 0.75 Fixed Assets Turnover 13.0 10.3 7.6 6.4
DPS (EGP 0.00 0.00 0.00 0.00 Total Assets Turnover 1.9 1.6 1.6 1.7
Balance Sheet (EGP Mn) 2010a 2011f 2012f 2013f
Cash 96 37 58 75
Accounts Receivable 447 428 421 406  Leverage
Inventories 191 259 242 232 Debt Ratio 27.2% 30.8% 32.3% 32.1%
Other Current Assets 70 58 64 70 Debt-Equity Ratio 71.1% 82.2% 86.5% 85.0%
Total Current Assets 604 ez 785 783 | Times Interest Earned 10.5 1.7 2.0 2.0
Fixed Assets 197 224 337 438
Other Long Term Assets 354 474 474 474 S
Total Assets 1,354 1481 159 1695 Profitability
Short Term Debt 278 263 283 291 Revenue Growth 36.9% -10.0% 10.7% 9.7%
giﬁzfncfjrf:ﬂ:bmes gz gg fg‘g i;g Gross Profit Margin 144%  143%  149%  15.0%
Total Current Liabilities 637 618 653 685 | ol DA Margin AL B AL 6.3%
Long Term Debt 91 193 232 254 Net Profit Growth 4.8% -13.6% 12.0% 10.0%
Provisions 37 43 43 43 Net Profit Margin 1.7% 1.6% 1.7% 1.7%
Other Long Term Liabilities 71 71 71 71 ROA 3.2% 2.5% 2.6% 2.7%
Total Liabilities 836 926 1,000 1,054
Total Equity Including Minorities 518 555 596 641 R_O_E _ 8.4% 6.8% 7.1% 7.2%
Total Liabilities and Equity 1354 1481 159 1,695 Dividend Payout Ratio 0.0% 0.0% 0.0% 0.0%

22 August 2011 6
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DCF (Weight 70%0) Multiples (Weight 30%6)
> We are comfortable with a 18.5% cost of equity which > We arrived to our multiples fair value using the simple
yielded a WACC of 13.8%b6. Our calculations are based on average of the three fair values vyielded by each
a 2% terminal growth rate. independent multiple for global peers.

Cost of Equity

c o o o o o PE P/BV EV/EBITDA
E 16.5% 17.5% 18.5% 19.5% 20.5% Company Country o0 o011 2010 2004 2010 2011
S 1% 8.13 7.48 6.89 6.35 5.86 Avnet Inc. Us 652 667 110 092 465 470
O) Arrow Electronics us 8.03 6.61 117 0.94 6.01 4.82
T 2% 8.30 7.61 6.98 6.41 5.90 Brightpoint, Inc. us 10.63 8.64 NA NA 7.49 549
c 3% 8.50 7.75 7.07 6.47 5.93 Datatec South Africa 1537 1165 150 131 753 557
£ ) ) : | : Peers Average 1014 839 126 106 642 5.4
E 4% 8.72 7.90 7.17 6.53 5.95 RAYA's Fair Value Based on FY11 Multjples 509 941 251

- 5% 897 807 728 659 5.97 (E/Share) | | '

Source: Bloomberg

DCF Fair Value EGP6.98/share Multiples Fair Value EGP5.67/share

Combined Fair Value: EGP6.59/share
Price (22 August 2011): EGP4.60/share

Recommendation: BUY*

Upside Potential: 43%

22 August 2011 7



SIGMA
Capital

2.

Raya Holding
Update: 1H11

SIGMA CAPITAL

37 Gameat El Dowal El Arabeya St.
Mohandessin, Giza 12411, Egypt

Tel.: +20 (2) 3335 7575

Fax: +20 (2) 3335 0066

Branches:

Heliopolis , Dokki , Mansoura , Zaqaziq
www.sigma-capital.com

*Investment Grade Methodology:

BUY:  Upside > 15%
HOLD: Upside < 15%
SELL: Downside > 15%

Report Analyst:

Ola Tayel Financial Analyst

oia.tayei@sigma-capitai.com

Research Team
Mohamed Waked

mohamed.waked@sigma-capital.com

Senior Analyst

Shereen Hammam Senior Analyst

shereen.hammam@sigma-capital.com

Mohamed A. Salem Financial Analyst

mohamed.a.salem@sigma-capital.com

Ola Tayel Financial Analyst

ola.tayel@sigma-capital.com

Amany Mattar Content Aggregator

amany.mattar@sigma-capital.com

Heba Fahmy Assistant Content Aggregator

heba.fahmy@sigma-capital.com

Sales Team
Nabil El Tahawy
nabil.eltahawy@sigma-capital.com
Amer Abdul Kader Deputy Head of Trading

amer.abdulkader@sigma-capital.com

Head of Trading

Mostafa El Debawy Head of Local Institutions

Mostafa.eldebawy@sigma-capital

Yasmine Zeidan Institutional Sales

yasmine.zeidan@sigma-capital.com

Haytham Youssef Retail Sales

hytham.youssef@sigma-capital.com

Ahmed Ammar Retail Sales

ahmed.ammar@sigma-capital.com

Disclaimer :

This report has been prepared by Sigma Capital based on sources believed to be reliable and in good faith, but no representation or warranty or guarantee can
be given as to the accuracy or completeness of the information it contains. All opinions contained herein (unless otherwise stated) are entirely those of Sigma
Capital and subject to change without notice. This report should not be construed as a solicitation to sell, buy or subscribe to any securities and Sigma Capital
does not accept any liability for any loss whatsoever arising from the use of this report or its contents or otherwise arising in connection therewith. The Sigma
Capital group of companies may have working relationships with or long positions in some or all of the entities mentioned in this report and may have acted on
information contained herein prior to or immediately after the issuance of this report. In view of investment decisions, recipients of this report should
complement it with proprietary analysis and due diligence. All recipients may not have received this report at the same time.

22 August 2011




