INSTITUTIONAL INVESTOR PERSPECTIVES ON GCC IPOS: A STRATEGIC ANALYSIS

Overview

Institutional investors in the GCC, particularly in Saudi Arabia and the UAE, approach IPO opportunities
with a unique set of considerations shaped by regional market dynamics, cultural factors, and strategic
investment imperatives. This analysis provides deep insights into their decision-making frameworks and
key drivers for participation in GCC IPOs.

GCC Institutional Investor Landscape
Key Investor Categories

1. Sovereign Wealth Funds
o Saudi Public Investment Fund (PIF)
o Abu Dhabi Investment Authority (ADIA)
o Kuwait Investment Authority (KIA)
o Qatar Investment Authority (QIA)
2. Pension Funds
o General Organization for Social Insurance (GOSI) - Saudi Arabia
o General Pension and Social Security Authority (GPSSA) - UAE
o Public Institution for Social Security (PIFSS) - Kuwait
3. Financial Institutions
o National commercial banks
o Regional asset managers
o Insurance companies
o Family offices
4. Government Investment Entities
o Mubadala Investment Company - UAE
o Saudi Aramco Investment Company
o Qatar Holding LLC
o Bahrain Mumtalakat Holding Company

Decision-Making Framework
1. Strategic Investment Criteria
Vision 2030 Alignment (Saudi Arabia)

e Institutional investors prioritize companies supporting Saudi Arabia's economic diversification
goals

e Strong preference for businesses in tourism, entertainment, technology, renewable energy, and
financial services

e Companies demonstrating contribution to job creation and skills development receive premium
consideration



e Technology and digitalization capabilities are key differentiators
e Sustainability initiatives aligned with Vision 2030 environmental targets are increasingly
important

ADGM/DIFC Strategic Themes (UAE)

e Focus on fintech, insurtech, and digital transformation initiatives

e Preference for companies enhancing Abu Dhabi/Dubai's position as regional financial hubs
e Interest in businesses supporting the UAE's space, Al, and clean energy ambitions

e Companies aligned with Abu Dhabi Economic Vision 2030 receive favorable consideration

Economic Diversification Objectives (Other GCC)

e Qatar: Preference for companies supporting Qatar National Vision 2030
o  Kuwait: Alignment with Kuwait Vision 2035

e Bahrain: Support for Economic Vision 2030, particularly fintech sector

e Oman: Focus on Oman Vision 2040 priority sectors

2. Financial Assessment Framework
Earnings Quality & Predictability

e Preference for businesses with at least 3 years of audited financial statements
e Focus on revenue growth trajectories exceeding 15% annually

e EBITDA margins of 20%+ preferred for service businesses

e Cash flow generation and working capital efficiency

e Recurring or subscription-based revenue models highly valued

Market Leadership Position

e Market share leadership in defined segments

e Clear competitive moats and barriers to entry

e Brand recognition and reputation strength

e Intellectual property and proprietary technology

e Customer retention rates and lifetime value metrics

Scalability & Growth Potential

e Demonstrable path to double revenue within 3-5 years

e Geographic expansion opportunities within GCC and MENA

e Digital transformation capabilities enabling scaling

¢ International expansion potential with proven market entry strategy
e MA&A potential as platform for consolidation



3. Governance & Management Assessment
Corporate Governance Standards

e Alignment with Hawkamah corporate governance code

¢ Independent board composition (minimum 1/3 independent directors)
e Audit committee with qualified financial experts

e Clear ESG policies and frameworks

e Robust risk management systems and internal controls

Management Team Quality

e Proven track record of revenue and profit growth

e Experience in public company environments

e Family business transition to professional management
e Succession planning for key positions

e Technology and digital leadership capabilities

Board Composition

e Presence of internationally recognized directors
e Industry expertise among board members

e Gender diversity considerations

¢ Regional/international business experience

e Previous public company board experience

4. Market Conditions & Timing
Market Liquidity & Depth

e Adequate free float (minimum 30% preferred)
e Analyst coverage commitment from major banks
¢ Market maker arrangements for liquidity support
e Trading volume projections vs. market average
e Institutional shareholder base development plan

Valuation Benchmarks

e Comparison with regional and international peers
e Valuation gaps with comparable markets

e Premium/discount to global peers rationalization
e  DCF analysis with regional risk premiums

e Valuation multiple sustainability assessment



Economic Cycle Positioning

e Correlation with oil price cycles

¢ Impact of regional economic conditions

e Currency risk considerations

e Geopolitical risk assessment

e Global market sentiment toward emerging markets

Institutional Investor Mindset & Psychology
1. Risk-Return Optimization
Risk Tolerance Framework

e Preference for businesses with proven revenue models over startups
e Aversion to single-product/service companies

e Requirement for geographic diversification

e Protection against commodity price volatility

e Concentration risk limits (typically max 5% per sector)

Expected Return Thresholds

e Minimum 15-20% IRR for private market-style investments

e Public market investments targeting 8-12% total return

e Dividend yield expectations of 3-5% for stable businesses

e Capital appreciation potential key for growth companies

e Total shareholder return benchmarking against regional indices

2. Investment Thesis Development
Secular Growth Themes

e Digital transformation across industries

e Sustainability and renewable energy transition
e Healthcare and pharmaceuticals advancement
e Financial services modernization

e Entertainment and tourism expansion

Regional Arbitrage Opportunities

e Undervaluation vs. developed markets

e Technology adoption gap potential

e Regulatory liberalization benefits

e Demographic dividend advantages

e Infrastructure development multiplier effects



3. Due Diligence Focus Areas
Commercial Due Diligence

e Addressable market size verification
e Competitive landscape mapping

e Customer concentration analysis

e Pricing power assessment

e Go-to-market strategy validation

Financial Due Diligence

e Revenue recognition policies

e Quality of earnings analysis

o  Working capital requirements
e Tax structure optimization

e Capital expenditure forecasts

Legal & Regulatory Due Diligence

e Compliance with Sharia law principles
e Foreign ownership restrictions

e Regulatory approval processes

e Intellectual property protection

e Labor law compliance

IPO Participation Drivers Specific to GCC
1. Saudi Arabia (Tadawul)
Primary Motivators

e Vision 2030 alighment creating substantial government support

e Privatization program creating unique investment opportunities

e  Growing domestic liquidity pool from pension and insurance reforms
e Currency stability and predictability

e Strong correlation with oil sector providing inflation hedge

Sector-Specific Preferences

e Technology and digital services aligned with Vision 2030
e Healthcare and education supporting population growth
e Entertainment and tourism benefiting from liberalization
e Financial services modernization plays

e Renewable energy and sustainability initiatives



Investment Structuring Preferences

e Private placement allocations for strategic investors
e Cornerstone investor arrangements

e Greenshoe options for price stabilization

e Lock-up period negotiations

e Strategic partnership opportunities post-IPO

2. UAE (ADX/DFM)
Primary Motivators

e Dubai's position as regional financial hub

e Abu Dhabi's sovereign wealth deployment strategy
e Free zone regulatory advantages

e Tax-efficient structure for regional operations

e Access to international capital through dual listings

Sector-Specific Preferences

e Fintech and digital banking innovations
e Real estate and construction technology
e Logistics and trade facilitation

e Healthcare and life sciences

e Renewable energy and clean technology

Investment Structuring Preferences

e Dual listing potential (ADX/DFM and international markets)
e Structured products and derivatives availability

e REIT structures for real estate assets

e Islamic finance compliant structures

e Dollar-denominated investment opportunities

3. Other GCC Markets

Qatar (QE)

e Focus on post-World Cup economic diversification

e Interest in technology and digital infrastructure

e Preference for businesses supporting Qatar National Vision 2030
e Islamic finance compliant structures preferred



Kuwait (Boursa Kuwait)

e Interest in financial services modernization

e Focus on digital transformation initiatives

e Preference for regional expansion stories

e Strong interest in real estate and construction

Bahrain (BHB)

e Focus on fintech and financial services innovation
e Interestin tourism and entertainment

e Preference for companies with regional presence
e Islamic finance expertise valued

Oman (MSX)

e Focus on Vision 2040 alignment
e Interest in logistics and tourism
e Preference for job creation potential
e Regional trade facilitation focus

Institutional Investor Engagement Strategies
1. Pre-IPO Positioning
Relationship Building
e Early engagement with key institutional investors
e Education on business model and growth strategy
e Understanding of investor return expectations
e Alignment on ESG and sustainability goals
¢ Management team accessibility and responsiveness
Information Flow Management
e Regular investor updates and market briefings
e Industry and company-specific data sharing
e Competitor and peer group analysis
e Risk factor disclosure and mitigation plans
e Transparent financial and operational metrics
2. IPO Execution Considerations

Valuation Positioning

e Conservative pricing approach to ensure aftermarket performance
e Clear valuation methodology explanation



e Peer group benchmarking transparency
e Growth story articulation with credible projections
e Valuation range based on institutional investor feedback

Allocation Strategy

e Priority allocation to long-term investors

e Balanced geographic distribution

e Sector specialist investor inclusion

e Strategic cornerstone investor identification
e Retail investor participation limits

3. Post-IPO Investor Relations
Ongoing Engagement

e Quarterly earnings calls with Q&A sessions

e Annual investor day presentations

¢ One-on-one meetings with major shareholders
e Site visits and management access

e ESG reporting and sustainability updates

Performance Management

e Consistent earnings guidance and delivery
e Capital allocation transparency

e Dividend policy clarity

e Share buyback programs consideration

e Strategic initiative updates

Emerging Trends Influencing Institutional Investor Decisions
1. ESG Integration
Environmental Considerations
e Carbon footprint measurement and reduction plans
e Renewable energy usage commitments
e Climate risk assessment and mitigation
e Circular economy initiatives
e Water conservation in arid regions
Social Impact
e Local employment and training programs

e Diversity and inclusion policies
e Community development initiatives



e Labor rights and working conditions
e Gender equality promotion

Governance Excellence

e Board diversity and independence

e Executive compensation alignment

e Shareholder rights protection

e Related party transaction management
e  Whistleblower protection systems

2. Technology Adoption
Digital Transformation Readiness

e Cloud computing infrastructure

e Data analytics capabilities

e Artificial intelligence integration

e Cybersecurity frameworks

e Digital customer experience platforms

Innovation Potential

e R&D investment as percentage of revenue
e Patent portfolio strength

e Startup ecosystem engagement

e Technology talent retention

e Digital product roadmap

3. Sharia Compliance
Islamic Finance Structuring

e Sukuk issuance potential

e Murabaha facility arrangements

e Islamic equity fund inclusion criteria

e Sharia advisory board presence

o Halal certification for relevant businesses

Ethical Investment Screens

e Alcohol and tobacco exclusions

e Interest-bearing debt limitations

e Gambling and adult entertainment screens
e Weapons manufacturing restrictions

e Ethical sourcing practices



Institutional investors in the GCC approach IPO opportunities with a sophisticated framework balancing
regional strategic priorities, financial performance expectations, and governance standards. Success in
attracting institutional investment requires deep understanding of their decision-making processes,
strategic alignment with regional development goals, and commitment to transparency and
performance delivery.

Companies preparing for GCC IPOs must position themselves as more than just financial investments —
they must demonstrate strategic value to the region's economic development, commitment to
governance excellence, and potential to deliver sustainable returns while contributing to the broader
transformation of GCC economies. This comprehensive approach to institutional investor engagement is
essential for IPO success in the GCC's evolving capital markets.



