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Fund Manager’s Strategy & Outlook

The month of June witnessed a continuation of global markets
volatility and heightened degree of correlation across markets. The
Egypt Fund lost 7.4% during the month bringing its YTD returns to
negative territory for the first time this year. Nevertheless, the Fund
is still outperforming the market for the year by 2.2%.

The market was hit by a rough month for index heavy weight
Orascom Telecom (OT) as talks with South Africa's MTN for a
possible USD10 billion deal came to an official halt. OT's ambitions to
sell its African assets were thwarted by the Algerian government's
decision to stop the deal, and while the company has started
discussions with the Algerian government, the stock still lost 20%
during June.

Still on the telecom sector, another heavy weight index constituent,
Telecom Egypt and Vodafone Group have agreed that the former will
not be acquiring the latter's stake in Vodafone’s Egypt, after Egypt's
regulators deemed the deal harmful to the competitive structure of
the sector. On a different front, Talaat Mostafa Group (TMG) one of
the market's major real estate stocks has also been affected by a
preliminary administrative court ruling casting doubts on the
legitimacy of the transaction through which the company acquired its
land bank from the government, and while experts do not see the
ruling as a changing factor in the company’s operations at this point,
the stock tumbled on the back of the news.

On a more positive note, the market showed several signals of
fundamental improvement and promising signs beyond the current
short-term downtrend. The exchange saw its first IPO in three years
as Juhayna Food Industries was launched at a total size of USD180
million, with the public portion 7x subscribed. The market saw a
stream of positive news with several major expansions and ventures
announced including a new manufacturing facility by El Ezz Steel
Rebars, an imminent launch of another major real estate project by
SODIC, the bidding on a new major land plot in Western Cairo, and
Orascom Construction Industries’ continued expansion into
infrastructure in Egypt and in other emerging markets with the
signing of an MoU with a major Indian infrastructure company.

On the economic front, headline Inflation continued to trend
downwards, reaching 10.5% year-on-year in May; its lowest point for
the year while core inflation was stable at 6.7% year-on-year. And
with the easing of inflationary pressures, the Central Bank of Egypt
has maintained rates in its June meeting in keeping with the market's
expectations.

As volatility and high correlation to global events persist in the
market and the negative sentiment has yet to subside, The Fund
Manager will be trading to benefit from price dislocations as they
arise and will reposition the Fund’s core investments in high-value
opportunities created by a sentiment-driven correction.
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Objective

The principal objective of the fund is long term capital appreciation
through investing in Egyptian equity and equity-related securities.
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