-MCG COMPANIES

rivale equity can suppart the sxpan
sicm of regional FRMOG comjinks
Fraditionally, the nptional econo
ks within MEMNA have hod ditfersnt char-

arteristies. However, several commuon local

und regional lactors have emarged, inchding

riging  amed  vomng  populilions, | govern
et deregulntion and FElOFms, INCTEARNE
geonomic integrathon amd record high ol
Prices are now dramaticalls I'\l"\.||.1|‘l||:! ithe
Fis T 8 DisIness envirnnmedil.

L light of these ongomg chnnges, réghonnl
enlEpirises musl pursis cons Aedution ani
expinsisi, not only &8 6 business strslegy
o cope with the mpid pace of change, bul
iis their meians of survival, particularly 1o
MEMNAS frugmented eonsumer poods and
redmil sociors,

Farthermore, fn order to manape s

finnnee such expansion. these firms. large

N THE REGION MUST

oo —

nd small, can bepefil trememndously from

business amd financinl  expertise of

the
vepional privade equity firms, who are flosh
with cash nnd seeking to imvest i growing

CEMTIpanies and seciors

1| [TH Ai=1s _-|!. ]
ping with changes |
i [Ty 12| L 1 '
1T B 1RF I S IMpact
Given thot MEMNA ecopores ore jusi

beginning to reach eritical miss and achieve
slenlficant prowth rates, ot 18
fnmiby-run
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no Erprise

to  mes Bt enteTprises  aml

Hoswever, in order o compete i an neneis-

inghy complex and globalised international

CONSIDER CONSOLIDATIC
AND EXPANSION TO SURVIVE IN THE FRAGMENTED RETAIL SECTORS

PCCHICHTY, |'\-'|_l||||||_|! husinesses mmust look 1o

.

.
I

bromden thelr outleok and increase thest
soale nowd scope
in the Middle Esst and

Africa, the tap 30 grocers aceounied for only

For exampde,

g, of overall grocery sales in 2006, which
5 fnr below the 50% share enjoyved by the top
0 grocers in Westemn Eumpe

This pecture, howeyer, becomes arkies
when Aisaly LIng trends within the MENA
region, which contmin many  kssops for
reglonal firms. The arrival of hypermarkess
pmed imdernational retailers in the GOC siates,
charncterised by high GDP per capita and
disposable income, |s perhaps a harbinger of
the region's retaal fubire,
Casing, two French

Carpefour  mnid

refailers, amd their two longer  reglonal

competitors, Punds nwd Emke Group, have
popilarised the bypermarket conoept in the
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15, highlighiing ths

GO mnrsets and wre introducing sam
o imternnticnal b
relative maturity of the retnil sectors ko all of
these pountrisa

In [oct, these companies and other ore

be:glnning to test other outlet formats in the
GO, mchiding supermarkoets omd smaller
=

stores wihich offer more convenience

custamers, bringing them o direct cosnpe-
oo wiihch ofien

tithon agnimnst simaller busio

redy o aingle markes aod lmdted momber

Though Lthe GO |u.|||||||. || chier,

largor mnrkets such as Egypt, Moroceo
amd Alperia currently present sl@nificant
ek vialue

Oppartimtes ior rny li‘tas fo

enhoncement Lthroogh mergees and acgui

gltdiing, whelher they pre it rers
distribirtom or retailers

Carmetour, for cenmple, has already estab
lished. jisell in Alperin pod Jordon and |
Ll
Mand Al

1 hi=ss larer

Inoking forward 1o entering Iramian

markel 2008, alongskds the
Fullsim group.  Fort hermaor
redmilers are investing in locab momofsctoring
il prochisftion enpaeity, mode easter b th
nereasing local presence of konowledge nnd

killed human caplial, which allows vhem

vl esilallity thap fetallers wh

dependent on impory Regiomal

need fo bollow s, of they are to reminin 8
vlable presenes in Uhis indastry

In uddition to new morket entrants, local
e coping with changes in govern
il the tpeponct of MENA

ronniries ascennng 1o the WO

ol -|'-'|| AEETH™
st

For exwmple, Dubal has
righi= hald by erenpanies rmpiirt Pl
fondstufl items like condirnsed |_|-!||||u. ]

OIS elenrly favenir larger relillem with

ple timineni] o operataminl wherewithil 1o
tHreerthy amsport these prodects Trom mam

fucturers ahrood or produce them locally,

re difficult business

mpking it an even m

environmenl for amaller plavers

Sav e, Daghuid buis been the centre-of gravii

or  oaternabional  and e g Frtnr

it clue Lo satwration (Hes Inrper hirmms prw

orelam, K Wit .|||||"'| -|||1| A roceim el

cokitg towards other morkets Lk
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local retailers there must gquickly fearn 1o

pompete with thair uger oommgsetito

hwspe for ether plavers, though,

aince e hypermarkely ond sepermarkets

oy accomant Por 20% af FMOG retall in the

LA E, whieh shavws that tharre is potentinl Toe

lin ey |"'E .'|I|| REIN 5 .Ill'. (L4

within the most competitive amd develope
Fskmil ssmedonr bl BB

Hemvievier, in order o expand,; these obhar

retadl plavers will et omly require signifi

vl hnancisl resourees b0 o comperte with

large internatione] and reeionsl nomes, bat
5o market pnd industry-ssevsy ictvisoes ancd
F[MIMROrs o that e sbcdie to belp impeove opera
it morsed ernloe i rae bl peguiisfion ([

Rieglnnal private sgquity firms can prowvids

S 2005, PE finms kave rai

vpgnificant benehit thiase edmts.

o iweE §0
fillion in Assets in MENA and neady 27y of
have ved i he invesied

i Ivinse mased

Almaost 9o of PE funds are fecuking on

buy-outs with oversge deal side approactiing

158 milllon. However, only 0% of total

investinenls  have [peused on eopsome
poodls highlihtimg the uatapped vestmaent
patential and need in this growing sector

s local PE firms such as HBG

Furtler s

Huoldings. hring to

expeEriEmee n redeinl secbors and a better
understamding of the industry through ths
These individeia

Imveslors pad  pErtoers

ity pEresent perpeisition ideas based on thist
personnl knowledpe of the indisiey and th
parties involved
In addition, PE firms can leelp reginnal
apEralneg an'esop the gpproprisle Dysness
strutegy forn chongmg lnndscapewhile intro-
dneing newor tochnologies anad munagement
stvies to eremt '|'||I|| .|'|-| |'.i|_'||-| el LiFTis
regionnl and smaller player

will

T comchisds
i MENAN
foce an

CORSLONEr  drssbe  sesriog
INCTEARITESY

PRI RO e sEitnling

TR NS
eonsotidatinon, pmd boeenl private cooity firm
bring the fimnncinl cxpital and the expeet s
i O & Sas i

grovwth potl.




