
September

Perspectives



PERSPECTIVES
September 2017

www.almalcapital.com

2

Contents
Disclaimer

This document is provided to you by Al Mal Capital PSC (“AMC”) for informational purposes only, and contains proprietary information that may 
not to be publicly distributed to, or used by you, or any third parties without AMC’s prior written consent. All figures and numerical representations 
appearing in this document have not been audited and any references to AMC and returns are indicative only. Although all information and opinions 
expressed in this document were obtained from sources believed to be reliable and in good faith, no representation or warranty, express or implied, 
is made by AMC as to its accuracy or completeness. AMC and any of  its affiliates make no guarantee, assurance, or representation what so ever as 
to the expected or projected success, profitability, return, savings, performance, result, effect, consequence, or benefit (either legal, regulatory, tax, 
financial, accounting, or otherwise) of  any instrument, product, strategy or service described here in this document.

www.almalcapital.com



www.almalcapital.com

PERSPECTIVES
September 2017 3

Editorial

Contents

Welcome to the seventh edition of  Perspectives.

Risk assets have been again defying gravity over the last few weeks as the period of  higher volatility which usually characterizes 
the summer has not been observed this year – at least for now. At the time of  our writing, the Nasdaq is close to its 52 
weeks high, many Emerging markets are breaking out and credit spreads are near their tightest level of  the year. Other 
surprises for investors have been the strength of  the euro, the 10-year Treasury bond yields hovering at pre-election levels 
and…bitcoin reaching $5,000. 

So what’s next? There are signs that the long-awaited correction could still happen. Indeed, triggers for a “risk-off ” trade 
have been piling up recently. Among them: the North Korea missile launch over Japan, the U.S. debt ceiling & budget 
negotiations, the impacts of  hurricane Harvey in Houston (4th largest city in the U.S.), the fading of  optimistic sentiment 
in Europe, the worsening of  Brexit negotiation, the roll-over of  China’s PPI and toppish PMIs around the world.

In this context of  higher risk and low interest rates, investors are looking for value, de-correlated returns and yield. The 
current edition of  Perspectives explores some investment opportunities which are expected to bring above average returns with 
limited risks. This month, we look at Fixed Income through a different angle with the EFGAM “Wealthy Nations” 
approach. We also revisit the investment thesis on global commodities, take a “deep-dive” into a misunderstood industry 
- Global Aircraft leasing - and have a special focus on the GCC education sector, looking at both private and listed 
equity opportunities. Last but not least, we continue the discussion initiated at the end of  June on Bitcoin by exploring 
how the Blockchain could change the real estate market.  

We hope you will enjoy this issue.
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EFGAM “wealthy nations” approach
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“Commodities: is there light at the end of  the 
  tunnel?”
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FIXED INCOME
EFGAM “wealthy nations” approach

www.almalcapital.com

We believe our approach to fixed income investing can 
avoid some of  the pitfalls of  the traditional benchmark 
orientated approach, whilst seeking to enhance returns 
in this low interest rate environment. We think of  coun-
tries in terms of  their accumulated wealth and capacity to 
pay rather than grouping them into either developing or 
emerging buckets.

The new capital wealthy nations bond approach 
adopts two key differentiated views

1. Firstly, we think of  countries as a heterogeneous op-
portunity set based on their capacity to pay. We consider 
the world in terms of  creditor and debtor nations. The 
historical view that the developed countries were the 
wealthiest, and developing countries were the poorest, no 
longer holds. These structural preconceptions can lead to 
mispricing of  risk in fixed income markets.

2. The second, we believe that benchmark investing is 
suboptimal and an illogical approach when it comes to 
fixed income as benchmarks are skewed to the largest 

issuers of  debt and therefore overweight more indebted 
nations. A strategy that constructs a portfolio based 
on benchmark exposure, potentially overlooks the best 
credit opportunities in favour of  a riskier proposition.

Combining these two elements, our solution aims 
to avoid downside risks associated with nations that 
are dependent on foreign capital to repay their debts 
and focus on investing only where the reward justi-
fies the risk. We believe that both our Net Foreign 
Asset approach and “value” style of  investing of-
fers a unique proposition which leads to a portfolio 
that has a number of  benefits for investors. As such, 
rather than focusing on the entire global investment 
grade universe, we take a targeted approach, screen-
ing out countries which fall foul of  our metrics and 
then concentrating on seeking the cheapest bonds in 
that universe.

This leads to a portfolio solution which is unique from a 
geographical diversification standpoint whilst seeking to 
improve the risk profile, without compromising returns.

PERSPECTIVES
September 2017

Forewords: EFG Asset Management (UK) and Al Mal Capital have recently signed an agreement for the distribution of 
the New Capital Wealthy Nations Fund in the UAE. This article is an extract from the White paper written in 2016 by 
Michael Leithead, Senior Portfolio Manager and Head of  Fixed Income Research at EFG Asset Management. 
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How do we identify countries with capacity to 
pay? We measure them in terms of  Net Foreign 
Assets (NFA)

The NFA position of  a country is the total value of  the as-
sets that country owns abroad, minus the value of  the do-
mestic assets owned by foreigners. The NFA position of  a 
country reflects the level of  indebtedness of  that country. 
Countries with a weak NFA position are the most suscep-
tible to the withdrawal of  foreign capital. 
Countries dependent on a large foreign investor base 
(whether in the public or private sphere) face more acute 
risks. In times of  trouble, foreign investors may withdraw 
capital, resulting in a shortage or higher cost of  liquidity, 
currency depreciation and potentially higher interest rates. 
The knock on effects can amplify the impact on the econ-
omy and present a greater risk of  sovereign and corporate 
ratings downgrades, loss of  investor confidence and other 
factors which impact investment returns.

Advantages of  the NFA process

The outcome can be different to that of  the more tradi-
tional metrics, which often has a number of  flaws. Tra-
ditional metrics can overlook some of  the key financial 
dynamics in evaluating capacity to repay debt. By focusing 
on the countries with greater assets the investment impli-
cations can be very different.

1. Assets as well as income can be utilized to repay debt and 
indeed are a more immediate source of  liquidity in many cas-
es. The NFA approach accounts for the net debt position of  a 
country, effectively the excess resources a country has to fund 
its indebtedness, as well as the income with which to do this. 
Debt to GDP simply acknowledges income element. 

2. There is too often a focus on one sector of  the economy 
in isolation, for example the Debt/GDP ratio is typically 
applied only to the sovereign, whilst ignoring the corporate 
and consumer sectors. If  the last 10 years have demon-
strated anything, it is that sovereigns have potential contin-
gent liabilities from the consumer, financial and corporate 
sectors whilst an over levered sovereign can have a negative 
outcome for the credit profile of  domestic players. The 
NFA approach includes all the sectors of  the economy.

3. Finally, the stability of  funding is important. The advan-
tage of  the NFA in this instance is that it identifies those 
countries that have a high dependence on foreign capital 
which may be more likely to create a funding gap as return-
ing domestic savings fail to offset capital outflows. A lack 
of  capital inflows can lead to currency depreciation, infla-
tion and rising interest rates as capital becomes scarcer, this 
is not necessarily captured in a metric such as debt to GDP.

Theory and practice

In theory, the idea is to achieve superior credit returns by 
avoiding overvalued, riskier credits. Since the global finan-
cial crisis, there have been numerous examples of  how the 
NFA approach has helped to avoid some of  most acute fi-
nancial risks. Iceland is one such example, a country which 
had less than 50% Debt to GDP in 2007 at a sovereign 
level, but whose financial system had geared itself  to for-
eign capital. The chart below clearly demonstrates how a 
focus only on growth and debt to GDP led to the sover-
eign rating appreciating, whilst the Net Foreign liabilities 
were rising. The impact of  the bailout of  banks, collapsing 
currency and weakened domestic economy saw the sover-
eign rating freefall, impacting investor returns.

Global investment grade bond universe

Iceland: NFA position weakening whilst rating improving • Source: IMF, EFG Asset Management. Chart provided as an example of  past event
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The above graph shows those countries with a weak NFA 
score have encountered significantly greater credit spread 
widening compared to those countries with a stronger 
NFA position.

One off  or where do value opportunities come 
from?

Expansionary central bank policy has created increased 
demand for bonds and lowered yields, resulting in inves-
tors being forced to move down the credit quality curve 
in the search for greater income. This creates overvalu-
ation of  weaker issuers, leaving investors less well com-
pensated for additional credit risk. The inefficiencies go 
deeper. With the Fixed Income investment industry built 
on benchmark and regulatory constrained investing, of-
ten investors are forced into credits which are mispriced, 
whilst some of  the best opportunities go neglected due 
to investment targets or risk constraints. Inefficiencies 
such as, home bias, benchmark weight constraints, ratings 
limitations and liability matching requirements throw up 
recurring opportunities which can be exploited by active 
managers.

Value investment is a well-known factor in equity invest-
ing, but not a concept that has been promoted by fixed 

What is value and what are the advantages?

Value investment is a well-known factor in equity invest-
ing, but not a concept that has been promoted by income 
managers. The style focuses only on bonds which offer 
greater credit compensation than their rating and maturi-
ty profile would suggest. By evaluating these opportuni-
ties, the portfolio benefits from a higher carry relative to 
its risk profile. Equally, by evaluating the fundamentals it 
is possible to identify whether those ideas have room for 
rerating, closing the discount to peers. Excess compen-
sation from a spread perspective can contribute to capi-
tal returns, as well as the income component of  returns. 
With income compensation limited by low interest rates, 
we believe that capital can have a much more pronounced 
impact on portfolio returns. It is more important than 
ever to have a strong valuation bias to investing.

Conclusion

With a low nominal growth environment for the foresee-
able future, there will be winners and losers, both from a 
country and individual credit perspective. The danger lies 

More broadly, the 2013 Taper Tantrums provide another point of  reference. Looking back at the expected Fed tight-
ening in 2013, countries vulnerable to withdrawal of  liquidity significantly underperformed. The ‘Taper Tantrum’ 
resulted in many EM currencies depreciating, and a greater sense of  caution with regard to the fundamental risks from 
a credit perspective.

Source: Bloomberg, EFGAM. Data as of  end May 2016

Since 2013, Emerging market spread changes have reflected creditor/debtor status
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in highly leveraged countries that will be susceptible to any withdrawal of  foreign capital without the counterbalance of 
external savings. Structural inefficiencies result in credits issued in some of  the wealthiest countries still offering attractive 
yields. Investors willing to ignore benchmark weights can exploit these opportunities and enhance yield relative to their 
defined risk parameters, allowing them to construct portfolios with a superior risk/reward profiles.

The New Capital wealthy nations bond strategy offers the following key attributes

• Attempts to avoid fundamental risks associated with externally leveraged economies, skewing medium-term returns to 
   the upside. 

• Adopts a focused value orientated approach which aims to enhance both yield and total return for a given level of  risk, 
   providing an optimal portfolio solution.

• Provides complementary geographical diversification to more traditional approaches.

PERSPECTIVES
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Yield and risk for both theoretically and realistically are for illustration purposes only and is not to scale
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HOT TOPIC
“Commodities: is there light at the end of the tunnel?” 

As mentioned in the introduction of  Perspectives, with 
equity and bond markets at all-time highs, opportunities 
are harder to identify for asset allocators. It might thus 
be timely to revisit the investment thesis of  commodity 
investing, especially if  we consider that we are now well 
into the 6th year of  a commodity bear market.

Where are we in the commodity cycle?

The commodity market reached its peak in 2011, after 
years of  strong performance known as the “Chinese 
driven commodity super-cycle”. 

The 2000s commodities boom or the “Chinese driv-
en commodity super-cycle” was the rise, and fall, of 
many physical commodity prices (food, oil, metals, etc.) 
which occurred during the first two decades of  the 
2000s (2000–2014), following the Great Commodities 
Depression of  the 1980s and 1990s. The boom was 
largely due to the rising demand from emerging markets 
such as the BRIC countries, particularly China during 
the period from 1992 to 2013, as well as the result of 
concerns over long-term supply availability. There was 
a sharp down-turn in prices during 2008 and early 2009 
as a result of  the credit crunch and sovereign debt crisis, 
but prices began to rise as demand recovered from late 
2009 to mid-2010. Oil began to slip downwards after 
mid-2010, but peaked at $101.80 on 30 and 31 January 
2011, as the Egyptian political crisis and rioting broke 
out, leading to concerns over both the safe use of  the 

Suez Canal and overall security in Arabia itself. On 3 
March, Libya’s National Oil Corp said that output had 
halved due to the departure of  foreign workers. As this 
happened, Brent Crude surged to a new high of  above 
$116.00 a barrel as supply disruptions and potential for 
more unrest in the Middle East and North Africa con-
tinued to worry investors. Thus the price of  oil kept 
rising into the 2010s.

The commodities super-cycle peaked in 2011, driven 
by a combination of  strong demand from emerging na-
tions and low supply growth.

Commodity cycles tend to follow economic cycles, and 
global growth has continually disappointed since the 
financial crisis. Combined with increased production 
capacity, driven by the China boom, we have been met 
with both over-supply of  a broad bucket of  commodi-
ties as well as a slowdown in demand growth.  

All, however, may not be doom and gloom. Historical 
data would suggest that the average duration of  a com-
modity downswing is around 7 years, with price declines 
averaging minus 40% (research by the IMF & Capital 
Economics from period 1950 to 2014).

The broad-based Bloomberg Commodity Index is cur-
rently showing levels not seen since 2002 and has been 
massively underperforming equities (see chart in the 
next page). 
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While we had experienced a ramp up in production 
driven by the last boom, we are now witnessing a re-
versal, with a convergence between rising production 
costs and falling market prices.

This may all signal that, combined with significant 
price declines in a number of  commodities over the 
last few years, we might approaching the bottom of 
the current cycle. True, oil prices remain volatile and 
stuck within a narrow trading range and some seg-
ments of  the commodity spectrum remain in bear 
market – e.g soft commodities. But on the other hand, 
we have seen some interesting moves within Industri-
al metals and Precious metals. Indeed, throughout the 
summer, Copper, Zinc, Aluminum, etc. have been qui-
etly breaking out and have recently started to catch in-
vestors’ attention. Meanwhile, Gold is flirting with the 
1,300 resistance and could rise meaningfully if  some 
of  the macro-geopolitical risks mentioned in the intro-
duction materialize. Still in the precious metals space, 
Palladium recently spiked to 16-years high.  

So what are the characteristics of  commodities as an 
asset class and how can investors get exposure?

Commodities as an asset class

In the investment world, most asset allocators have 
deemed commodities as an ‘Alternative’ asset class, as 
commodities don’t tend to represent an asset class that 

is found in most traditional portfolios. The vast major-
ity of  allocators have been considering commodities 
in their strategic asset allocation to increase portfolio 
returns, for diversification purposes and as a form of 
protection from inflation.

When it comes to expected returns, most broad-based 
commodity portfolios exhibit equity-like risk adjusted 
returns over the long term. Portfolio managers look 
either to exploit these cyclical opportunities or take 
advantage of  arbitrage opportunities in futures mar-
kets. Drivers of  return include the ability of  managers 
to exploit the ‘roll return’ from futures contracts.

With regards to diversification, commodity bench-
marks have indeed a relatively low correlation with 
more traditional asset classes over the long run. Con-
sequently, the addition of  commodities to equity/
bond portfolios results in an increase of  risk-adjusted 
returns.

This might not always be true as most investors expe-
rienced in the aftermath of  the financial crisis, when 
a temporary pick-up in the correlation between equi-
ties and commodities took place due to a decline in 
aggregate demand over a number of  asset classes. 
But during “normal times”, commodities are usually 
responding to more fundamental supply/demand fac-
tors including geopolitical instability (think oil), min-
ing strikes or weather (e.g El Niño effects on grains). 

S&P 500 index vs Bloomberg Commodity index • Source: Bloomberg
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As mentioned above, commodities are also considered 
as an effective way to hedge a portfolio against any in-
flation shocks. Food and Energy prices tend to be the 
drivers of  inflation which means that any unexpected 
volatility expressed by CPI (Consumer Price Index) 
moves will generally translate into positive returns for 
commodities. But as commodities are also priced in 
US dollar, their prices tend to rise when the value of 
the dollar falls.

How can investors get exposure to
commodities?

ETFs (exchange traded funds) or ETNs (exchange 
traded notes) have expanded the availability of  invest-
ments providing exposure to single commodities and 
commodity-linked indexes. At the same time, these in-
struments have exposed investors to a new set of  risk 
factors that may be unfamiliar to the average inves-
tor (e.g “roll cost”, credit issuer risk for ETNs, etc.). 
The largest ETF in size is the SPDR Gold (GLD), 
with a market capitalization of  nearly $35 billion. 
Besides Gold, the largest instrument is the DJP iP-
ath Bloomberg Commodity Index Total Return ETN 
(nearly $1 billion in Market Cap). 

The simplicity of  the passive or index funds usually 
offers comfort to investors - as they know that they are 
investing in an instrument that tracks an index.

But investors can also use actively managed funds to 
get exposure to commodities. Indeed, commodity re-
turns may be enhanced through active management 
seeking to avoid the inefficiencies of  passive commod-
ity indexing as well taking advantage of  any additional 
opportunities within these complex markets.

Commodity markets can offer attractive alpha oppor-
tunities to astute managers. This is especially true for 
those who can design a portfolio that combines both 
fundamental trades and structural trades that seek to 
capture recurring risk premiums and that invest in 
non-directional return sources using techniques such 
as arbitrage, momentum, volatility and roll yield.

Actively managed funds can also invest in a less con-
strained way than passive funds. For example, com-
modity ETFs tend to be weighted to commodities with 
the largest trading volume or greatest consumption 
globally, much like equity indices that are weighted to 

the largest market capitalizations. This means that in-
vestors are usually exposed to overweight or concen-
trated positions in energy commodities. Active man-
agers are not.

Moreover, active managers don’t necessarily rely on 
prices rising. Employing a ‘relative value’ approach 
and trading price inefficiencies between related instru-
ments is an example of  this.

Conclusion

With equity markets at all-time highs, volatility hitting 
all-time lows and the fact that we’re well into the 6th 
year of  a commodity bear market, the commodity as-
set class is worth a look.

We’re currently reaching a few milestones that have 
previously indicated a change in the cycle and we 
would advise investors to closely watch this space. 
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INNOVATION
“How the blockchain will change the real estate industry”

Imagine a new real estate world:

• Where buyers and sellers can rely on a truly electronic, 
secure property sale process, where paper deeds and title 
fraud were history; 
• With a secure electronic record tied to each corporate 
or individual entity showing their credit history and other 
details;  
• Where digital lease will automatically withdrew rent 
payments and service charges with no human error and 
a full audit trail;
• Where buildings would have all systems securely con-
nected, adjusting the needs of  their occupants without 
human intervention.

All of  these ideas may soon be reality via blockchain 
technology.

When talking about blockchain in the real estate or in any oth-
er industry, the community usually falls into two camps: one 
group thinks it could revolutionize the way the industry works 
while the other stops listening when one mentions it involves 
bitcoin. While a recent survey by Deloitte found that forty 
percent of  US senior executives have very little knowledge 
about the blockchain technology, it also shows that for those 
who are informed about blockchain, almost half  of  them ei-
ther have the technology in production or plan to within 12 
months. The majority of  those who understands what it is 
said that not using  it would be a competitive disadvantage. 

Indeed, Blockchain is not just a new trendy idea 
coming from the Silicon Valley. It is real enough that 
firms like IBM, Deloitte, KPMG and others are put-
ting lots of  time and efforts into it. 

What is blockchain?

At a basic level, a blockchain is similar to a type of  data-
base, electronic ledger or transaction history. Each of  the 
pieces of  information in the database – known as blocks 
– are stitched together using code into a longer “chain” 
containing the entire history of  that particular item.

As a real world example, think of  a real estate deed. Just 
like public records available today, the blockchain record 
for a property would include all the recent owners, sale 
prices, transaction dates, etc.

The key part of  blockchain systems are the security they 
create. First, each transaction is encrypted, and because 
each entry is linked in the “chain” to every one after it, it 
is essentially impossible to erase or tamper with the data 
without changing the code that follows.
The other security-driven aspect of  the system if  there is 
no “central” database where everything is stored that can 
be hacked. Multiple copies of  each chain are distributed 
across the world. So even if  someone tampered with one 
version of  the ledger, the other versions would reject that 
change. That makes it ideal for any transactional situation.

Forewords: sources of  this article include TechCrunch, Cushman & Wakefield Blog and Realcomm Advisory.
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At this stage, applications of  the blockchain technolo-
gy seem infinite. It actually might be leveraged wherev-
er the need for transparent, secure, verifiable informa-
tion is exchanged across interested parties. 

Bitcoin was one of  the first “mainstream” ways it was 
used, using its own blockchain ledger to track finan-
cial transactions (more details on this in the previous 
edition of  Perspectives). But much like the Internet 
during the 1990s, blockchain is envisioned to enable 
a wide variety of  applications and has the potential to 
transform a multitude of  sectors. Real Estate should 
be one of  them.

How will blockchain matter in real estate?

Buying a home is the biggest investment that most 
people will make in their lifetimes, yet, to date, there 
have been few technological advances to expedite the 
process and make it more secure for buyers, lenders 
and homeowners alike. 

Below, we look at the four ways in which Blockchain 
could potentially revolutionize the real estate industry: 
1. Disintermediation; 2. Fraud prevention; 3. Money 
2.0 and; 4. Smart contracts.

1. Disintermediation

Real estate transactions are slow because of  the nu-
merous parties involved in the transfer of  a property. 
The whole process starts with agents and brokerages, 
and is followed by contracts, an escrow company, a ti-
tle company, a wide range of  inspectors from multiple 
entities, financial institutions, potentially government 
offices, notary publics and lawyers.

Currently, these steps are in place with the objective to 
secure transactions. All these middlemen exist because 
they hold information that you can’t access or have 
skills/ licenses you don’t have and which are needed to 
operate in the existing property transaction ecosystem. 

So how could blochain technology help? Blockchain 
can’t speed up the time needed for appraisals, inspec-
tions, and the steps required by government offices. 
But because public blockchains are a distributed data-
base where anyone can record information, without it 
being censored, and without needing permission, the 
access to information can thus be accelerated.

A distributed ledger is a network that records ownership 
through a shared registry

Blockchain will enable every property, everywhere, to 
have a corresponding digital address that contains oc-
cupancy, finance, legal, building performance and phys-
ical attributes that conveys perpetually and maintains 
all historical transactions. Additionally, the data will 
be immediately available online and correlated across 
all properties. The speed to transact will be shortened 
from days/weeks/months to minutes or seconds. 

But it might not stop there. Currently, the title to a 
property is a piece of  paper. To transfer a property, 
you fill in the blanks on a deed, sign it with a pen, drive 
to a notary who puts their rubber stamp on it and then 
drive this paper to the recorder’s office to be placed in 
their database. Time and money are wasted. Instead of 
a paper title, Bitcoin or Ethereum can create a digital 
title. This is a cryptographically secure token that can 
be transferred as effortlessly, quickly and cheaply as 
an email.

Before email, to send a letter you needed envelopes, 
stamps, trucks, sorting facilities, and postal workers 
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to organize and distribute the mail. The digitization of 
messages disintermediated the mail middlemen. Once 
people can easily verify property records themselves 
and transfer a title digitally, brokers, escrow companies, 
title insurance companies, county recorders, and notary 
publics will follow the decline of  the post office.

2. Fraud prevention

One of  the main reasons that buyers and sellers have 
traditionally used escrow and third-party verifica-
tions is to reduce the chances of  either parties getting 
burned by real estate fraud. Real estate fraud costs 
buyers millions of  dollars each year, and is aggravat-
ed by buyers or sellers who want to make a quick 
deal and are consequently willing to forego safety 
measures. The internet and advances in computer 
technology have made forgery of  documents and ad-
vertising of  fake properties much easier.  Fraud is 
accomplished by forging paper documents such as 
driver licenses, bank statements, and deeds. How can 
Bitcoin prevent real estate fraud?

By offering a 100 percent incorruptible resource, 
whereby the sender and recipient of  funds was 
logged, and where “digital ownership certificates” for 
properties are saved, the blockchain would effectively 
make forged ownership documents and false listings 
a thing of  the past. The unique “digital ownership 
certificates” would be almost impossible to replicate, 
and would be directly linked to one property in the 
system, making selling or advertising properties you 
don’t own almost impossible.

With a total transparent system of  real estate owner-
ship and the possibility to track down the transaction 
history of  each property in the market the risk of 
fraud becomes less. Each year a lot of  money is in-
volved with the verification of  ownerships, rights and 
titles transfers. Blockchain makes it possible to have 
accurate records which identify the current own-
er and provide a proof  that he is indeed the owner. 
That makes it easier, safer and faster to buy and sell 
a property.

3. Money 2.0

Bitcoin is a digital currency. Ethereum has its “Ether” 
token. Unlike the Dollar or Euro, blockchain curren-
cies aren’t paper that are later represented by soft-

ware, but are 100% software from birth. The power 
of  software is its programmability. You can code it 
to play music. Without software, you’d need humans 
with guitars. The power of  cryptocurrency is you can 
program it to escrow and distribute itself. With fiat 
(Non-crypto) money, you need humans and banks.

When someone rents an apartment, the landlord 
takes a security deposit in case the tenant damag-
es the property. By law, he’s supposed to keep the 
funds in a separate escrow account and not spend 
it. Once the lease ends, the tenant has to rely on the 
good faith of  the landlord to return the deposit. But 
if  you’ve ever attended small claims court you know 
how frequently this human/trust-based system fails.

Bitcoin has a function called multi-signature. In bit-
coin, you use your private key to approve the sending 
of  the digital currency to another person. With “mul-
tisig,” you can create a transaction with three private 
keys, where at least two are required for spending.

Bitcoin can be used to create a programmable escrow. 
Instead of  sending the landlord dollars to a bank ac-
count, the tenant and landlord create a multi-signa-
ture transaction. The tenant and landlord each has 
one private key, and a third one is given to neutral 
third party (Arbitrator). For the security deposit to 
be spent, two out of  the three people will need to use 
their private key. The funds are locked in crypto-es-
crow for the duration of  the lease.

The tenant will almost always want his deposit back, 
and so he’ll approve the transaction with his private 
key. When the lease ends, if  the tenant didn’t damage 
the property, the landlord uses his private key to re-
lease that bitcoin deposit.

If  the tenant damaged the property, then the landlord 
will send evidence to the arbitrator. The tenant can 
respond. After the arbitrator hears both sides, he/she 
will use his/her private key to send the deposit to the 
winning party. The bitcoin can be sent instantly, 24 
hours a day, 7 days a week.

No waiting on a mailed paper check or dealing with 
routing and account numbers and banking hours for 
a wire transfer.
By using bitcoin, real estate escrows can be done 
more securely, quickly, and cheaply. 
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4. Smart contracts

Blockchain protocols such as Bitcoin and Ethereum have 
the ability to perform “Smart contracts.” This concept 
started with Nick Szabo. He gave the example of  a vending 
machine which releases an item after a selection is made 
and the correct value is deposited. The goal of  a smart 
contract is to reduce the need for humans to process and 
verify an agreement. A software protocol automates and 
self-executes an action when certain conditions are met. 
How could a smart contract be used in a property contract?

Examining a simple real estate transaction can demonstrate 
how smart contracts could drastically alter the way business 
is conducted. Presently, Party A and Party B would enter 
into a contract that requires Party A to pay $200,000.00 to 
Party B in exchange for Party B agreeing to convey title 
to Party B’s condominium unit to Party A upon receipt of 
payment. If  Party A pays the money, but Party B later re-
fuses to convey title, Party A is required to hire an attorney 
to seek specific performance of  that contract, or to obtain 
damages. The determination of  the outcome will be made 
by a third party: a judge, jury, or arbitrator.

Using a smart contract, however, avoids the potential for 
one party to perform while the other refuses or fails to 
perform. Using a smart contract, Party A and Party B can 
agree to the same transaction, but structure it different-
ly. In this scenario, Party A will agree to pay $200,000.00 
worth of  virtual currency to Party B, and Party B will agree 
to transmit the title to the condominium in a specialized 
type of  coin on the blockchain. When Party A transfers the 
virtual currency to Party B, this action serves as the trig-
gering event for Party B, which then automatically sends 
the specialized coin which signifies the title to the condo-
minium at issue to Party A. The transfer is then complete, 
and Party A’s ownership of  the condominium is verifiable 
through a publicly available record on the blockchain.
Structuring this transaction as a smart contract ensures 
that the transfer occurs as soon as funds are received, and 
results in a publicly available, verifiable record of  the trans-
fer. Because the contract automatically performs based 
upon the predetermined rules agreed to by the parties to 
the contract, there is little risk of  fraud, and virtually no 
need for external measures to enforce performance of  the 
agreement. Thus, no specific performance action would 
ever be necessary to compel the transfer after payment is 
made because the coin, which represents title to the con-
dominium, is automatically transferred, and the transfer is 
automatically published, to third parties on the blockchain.

Real estate markets where blockchain has
already been working  

Sweden became the first western country to explore the 
use of  blockchain for real estate in July last year. At the 
time, the Swedish Land Registry partnered with blockchain 
startup ChromaWay to test how parties to a real estate 
transaction – the buyer, seller, lender, government – could 
track the deal’s progress on a blockchain. 
Other countries at the forefront of  blockchain for real 
estate include The Republic of  Georgia, Honduras and 
Brazil which announced a pilot program earlier this year. 
While this might seem like a disparate list, it is in these 
countries where the long-term potential of  a blockchain 
for real estate are most significant.
Systemic corruption and insecure database management in 
these countries,, and many other emerging economies, is 
seen as a major constraint on growth and prosperity. Some 
developing countries have no existing system of  land trans-
fer registration, or like Kenya, the current process is painful-
ly time consuming. That presents an opportunity to create 
an entirely new system, which, in theory, is superior to what’s 
been built up over the years in the Western countries.

Conclusion

The internet made it possible for individuals to transfer infor-
mation, quickly, cheaply and paperless without obtrusive in-
termediaries. Similarly, blockchain technology offers the same 
advantages for transferring VALUE. As we have been using 
the internet to transfer words and pictures, we would be using 
blockchain platforms to transfer money and assets. 
The real estate industry might be among the ones which could 
face the biggest disruptions thanks to blockchain. The trans-
formation will not happen overnight. Blockchain technology 
is still in its infancy and it will take the examples of  a few 
innovative and forward-thinking real estate firms to lead the 
way and convince the masses that blockchain is the correct 
path to take. There are also risks attached to it;  Blockchain’s 
advantages in restricting any changes to historical records be-
comes a disadvantage when incorrect or fraudulent entries 
are added.  But in the future, blockchain technology could 
make buying or selling a house, applying for a mortgage or 
taking out a property loan a streamlined, safe and transparent 
process.  Think where we were 10 years ago. Would we have 
ever imagined that people would apply for mortgages on their 
phones and digital signatures would be so readily accepted for 
everything?  If  nothing else, the next stage in real estate tech-
nology will definitely be very interesting. 
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SPECIAL FOCUS
“The global aircraft leasing industry”

Growth in the airlines industry has been spectacular 
over the last decades and has been resilient during the 
financial crises. On the other hand, Airlines cannot be 
considered as the best business to invest in the long-
run. To paraphrase Warren Buffet, “the Airline indus-
try has been a death trap for investors” although he 
changed his mind earlier this year when buying Ameri-
can and Southwest Airlines stocks. His long-term cau-
tious view on Airlines seems still valid though as it 
is an industry with too many moving parts and one 
where competition often becomes irrational. In addi-
tion, periods of  profitability are often short-lived and 
cannot be extrapolated. 

That being said, one of  the major disruptive forces 
recently has been the emergence of  aircraft leasing. 
Many airlines prefer to reduce their risks and capital 
requirements by leasing rather than buying aircrafts. 
This allows them to be more adaptive in a fast moving 
and rapidly changing industry. However, the leasing 
model has also brought immense competition as the 
barriers of  entry are much lower now.

We like the aircraft leasing industry as it enjoys strong 
demand dynamics and requires a unique set of  skills 
which keeps the usual lenders like banks and leasing 
funds away from it.

In the MENA region, one of  the most experienced 
players is ALAFCO in Kuwait. They currently manage 

a fleet of  60 aircrafts diversified among tier 1 and tier 
2 clients, and on the verge of  a major growth acceler-
ation over the coming 5 years. They will take deliveries 
of  117 aircrafts which will double their fleet.

The global aircraft leasing industry: Still growing

Growth in the global air passenger traffic market reached 
a 12-year high in the 2017 first half, as passenger traffic 
grew 7.9% compared to the same period of  2016 and 
the capacity utilization hit a record 80.7%, according to 
International Air Transport Association (IATA).  

2015-2035 IATA forecast 
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Despite the cyclicality, passenger air travel has historically 
grew at a 1.5x -2.0x multiple of  global GDP, driven by 
economic growth in developing countries. IATA expects 
7.2 billion passengers to travel in 2035, a near doubling of 
the 3.8 billion air travelers in 2016 based on an annualized 
growth rate of  3.7%. 

High funding needs

A Boeing report suggests the global passenger jet fleet 
will more than double to 45,250 by 2035. Given that 
almost 20,000 of  the aircraft currently in service in the 
world will be retired or converted to freighters in the next 
decade, Boeing forecasts at least $3 trillion in financing 
for roughly 40,000 new aircraft deliveries in the next eigh-
teen years (see chart below). This makes aircraft leasing 
one of  the few growth niches in global finance.

In 2016, commercial aircraft manufacturers delivered ap-
proximately $122 billion worth of  new airplanes. Look-
ing forward over the next five years, Boeing expects that 
robust global aviation industry fundamentals will contin-
ue to drive steady growth in new aircraft funding require-
ments, to $126 billion in 2017 and $185 billion by 2021.

Growth of  the leasing industry:
Capturing market share

In the last decade, low interest rates and booming de-
mand for air travel have provided strong tailwinds for the 
aircraft leasing industry. 

As shown on the chart below, the share of  planes on op-
erating lease within the total fleet has grown to 40% from 
under 2% in 1980. 
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Breakdown of  new aircraft deliveries 2015-2035

Share of  planes being leased or owned
Total fleet 1970-2020e

So why do airlines prefer to lease?

Airlines lease aircraft from other airlines or leasing com-
panies for two main reasons: 1) to operate aircraft with-
out the financial burden of  buying them and; 2) to pro-
vide temporary increase in capacity.

Investments in aircraft require a high capital commit-
ment. Operating leasing of  aircraft therefore constitutes 
an important financing alternative for airlines. It allows 
airlines to respond to short- and medium-term fluctua-
tions in demand without having to make capital-intensive 
investments. By leasing a portion of  their fleet, airlines 
are able to improve their liquidity position and their bal-
ance sheet. The trend toward aircraft leasing has gained 
momentum as a result of  the deregulation and liberaliza-
tion of  aviation. In the face of  ever-increasing competi-
tion, most airlines are attempting to finance their aircraft 
fleet while maintaining as much liquidity as possible.

Moving to an asset light model has been a rising trend 
among many other industries as well.

Business model

Aircraft leasing companies have two main sources of  in-
come: 1) lease income collected on a monthly or quarter-
ly basis according to lease agreements signed with airline 
companies and; 2) aircraft disposal income from the sale 
of  used aircrafts, the conversion of  these aircrafts for air 
cargo transport or aircraft disassembly. The amount of 
lease income is determined by the size of  the leased fleet 
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and the lease rate factor (LRF) which is mainly driven 
by the aircraft supply-demand balance, while the net 
gain from aircraft disposal is determined by the differ-
ence between the market value and base value of  an 
aircraft. 

In a way, the business model is similar to real estate 
investment trusts – but works with planes rather than 
property. It generates revenues through lease rental in-
come and gains on the sale of  aircraft. Around 80% 
of  its costs are interest expenses on debt for financing 
aircraft purchases and depreciation charges on planes.

Buying popular aircraft with a large ownership base 
makes it easier to place them with airlines and is key to 
making capital gains when aircraft are sold. The timing 
of  sales and the terms of  the attached lease are also 
important. A lessor usually trades most of  its plane 
in seven or eight years so that it can offer potential 
buyers a good asset with attractive cash flows for a 
number of  years.

An aircraft’s value can be expressed as the present value 
of  series of  lease cash flows and scrap residue. 

Lease rentals typically decrease with each lease over-
time (see below)

While the initial lease is important, approximately half 
of  the new aircrafts value derives from subsequent 
cash flow (see chart on top right)
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Aircraft leasing economics - 1 • Source: Aircastle

The industry has two main leasing types: wet-leasing, 
which is normally used for short-term leasing, and 
dry-leasing which is more normal for longer-term leas-
es. The industry also uses combinations of  wet and 
dry. For example, when the aircraft is wet-leased to 
establish new services, then as the airline’s flight or 
cabin crews become trained, they can be switched to 
a dry lease.

Competition overview

Over the past 20 years, the number of  aircraft lessors has 
doubled. Still, the top 5 control 50% of  the leased fleet. 
Last year, China’s HNA group agreed to buy CIT for $10 
billion in a deal that created the world’s 3rd largest aircraft 
leasing company with a fleet size of  910. Avolon was ac-
quired by the Chinese conglomerate Bohai.

As shown on the table in the next page, the Kuwaiti 
company ALAFCO ranks in the #14th position with a 
current fleet of  60 planes and an order backlog of  124 
planes.
ALAFCO’s customers include Royal Jordanian, Malay-
sia Airlines, Garuda Indonesia, Air Europa, Turkish Air-
lines, China Eastern Airlines, Air India, China Southern 
Airlines, Saudi Arabian Airlines, etc.

Aircraft leasing economics - 2 • Source: Aircastle
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Top 20 aircraft leasing companies

Risks

Airlines are now beginning to ask whether it makes 
sense to keep leasing planes. Most of  them are now 
profitable enough to borrow cheaply; and interest 
rates are extremely low.

Ryanair, a European low-cost airline, has been issuing 
bonds to buy new aircraft since 2014. Norwegian Air 
Shuttle, another low-cost carrier, now treats its fleet 
of  more than 100 planes like a lessor, hiring some of 
them out to other operators. With more planes around, 
and fewer customers, the leasing business is bound to 
get harder.

Conclusion

We like the industry risk/reward profile and in MENA, 
one of  the most experienced players that we under-
stand well is ALAFCO in Kuwait. 
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INVESTMENT THEME
“Private equity opportunities within the GCC education sector”

The education sector in the GCC (Gulf  Cooperation Council) is currently attracting intense interest on behalf  of  inves-
tors. As outlined in a well written research paper by Strategy& (“Investment opportunities in the GCC education sector”), 
their attraction to the sector is driven by the following investment fundamentals and conditions:

 • A sustainable demand thanks to strong population growth (projection of  65 million people by 2030 with a third  
   of  whom will be under the age of  25);

 • Disposable income levels on the rise and willingness by GCC consumers to spend on high-quality private education;

 • GCC governments encouraging private-sector participation to help relieve the budgetary strains created 
   by low oil prices;

 • Non-cyclical performance, given the resilience of  the demand drivers;

 • Long-term revenue visibility, because of  fixed durations on the education path;

 • A negative working capital profile, as capital requirements for operational expansion are limited. 

The question for investors is how to capitalize on the opportunities offered by the sector. Indeed, the sector’s projected 
growth is already priced into valuations. As a result, private equity investors need to identify the investment plays best 
suited to their risk/return profiles and utilize appropriate value creation levers.

As presented in the aforementioned report, there are basically four plays in the GCC education sector:
1) Growth-focused acquisitions (e.g education delivery); 2) Greenfield ventures (investment in the nascent subsectors 
of  education services such as online tutoring); 3) Consolidation plays (rare but will become more common as the sector 
matures) and; 4) Real estate sales leaseback (mainly in the education infrastructure subsector). 

As schematized on the chart below, each of  these four plays exhibit a different risk/reward and cash-flow profile. 
We look at them in more details in the next sections.
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Risk/reward profile for each of  the four plays on the GCC education sector 

Growth-focused acquisitions

The least complicated way to participate in organ-
ic growth in the GCC education sector is through 
acquisition of  established companies. The education 
delivery subsector in the GCC is the best suited for 
such investment plays because it is relatively mature 
and well-populated with established local institutions. 
When properly executed, these investments offer 
high levels of  risk/return with cash flow profiles that 
enable incremental monetization of  the investment 
through recurrent dividends couples with a capital 
gain upon exit. 

According to the Strategy& report, the K-12 and 
higher education segments in Saudi Arabia and the 
UAE offer the most attractive growth acquisition op-
portunities in the region. 
Post-acquisition, investors can use many value cre-
ation levers to maximize their return on investment 
– among them, boosting top-line growth (through 
market segment focus, pricing, etc.), margin improve-
ment (staffing efficiency, capacity utilization, etc.), fi-
nancial optimization and the use of  enabling levers 
(e.g governance). 

Greenfield investments

Investors with a greater appetite for entrepreneurial 

risk will find the GCC education sector a good incu-
bator for startups. Greenfield plays are best pursued in 
the nascent subsectors of  GCC education.
Opportunities exist in subsectors that are expected 
to experience supply gaps. For instance, the pre-K 
segment is expected to see sustained demand growth 
due to the growing numbers of  women entering the 
workforce. The demand for vocational training should 
remain high as countries with high number of  pri-
vate-sector companies need to ensure the supply of 
skilled workers (see the Middle East equities article 
– Education: the real frontier in Saudi). Other sub-
sectors include education services (e.g online tutoring) 
and education support services (e.g school manage-
ment systems). 

Given that new ventures can encounter unexpected 
problems and have long-term holding periods, they nat-
urally entail higher levels of  risks. To succeed, investors 
thus need to first identify a niche in which supply-de-
mand gap exists in a new, mature or local market.
One way to identify such gaps is by monitoring gov-
ernment plans to launch specialized services – e.g the 
expansion of  education institutions serving autistic 
children. 

Consolidation plays

As the education sector in the GCC is relatively young 
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and is enjoying strong growth, consolidation plays are 
rather rare. But this is expected to change as the sector 
matures. Investors will be able to pursue consolidation 
to optimize fragmented investments, realize scale ad-
vantage and unlock incremental returns. 

In terms of  risk and returns, consolidation plays are 
positioned between growth-focused acquisitions and 
greenfield-venture.

They tend to command slightly higher returns than 
growth-focused acquisitions due to integration risks, 
but they entail less risk than greenfield-venture be-
cause they acquire already established businesses.

According to Strategy&, to identify suitable consoli-
dation opportunities, acquirers should seek out educa-
tion subsectors that feature multiple, fragmented tar-
gets with similar value propositions (e.g curriculum), 
operating models and geographies.

Real estate sales-leasebacks

The GCC education sector is offering opportunities to 
real estate investors who can acquire and lease back the 
land and property assets of  educational institutions. 

Real estate sale-leasebacks tend to fall on the lower 
end of  the risk-return spectrum. They offer bond-like 
cash flow profile that include periodic dividends from 
rental yields and the recouping of  investment capital 
upon asset disposal.

According to Strategy&, the best focus for real estate 
sale-leaseback is the education infrastructure subsec-
tor, in particular the campuses of  entities operating in 
the education delivery subsector.

These investments provide benefits for buyers and 
sellers. Buyers secure a long-term stream of  predict-
able returns while sellers free capital that is locked up 
in non-core assets and increase the return on equity of 
their operations.

One of  the first sale-leaseback in GCC education 
was completed in 2013 when PineBridge Investments 
acquire a GEMS campus in Dubai, leasing back the 
property for over 20 years.

Conclusion

The GCC education sector is very active and continues 
to attract private equity investors. 

While the fundamentals of  the sector remain very 
strong, investors willing to capitalize on this opportu-
nity will have to be selective in terms of  subsector and 
asset. They will also have to be mindful of  the value 
creation levers that enable the achievement of  the tar-
geted returns. 
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MIDDLE EAST EQUITIES
“The real Saudi frontier: The education sector”

One of  the simplest recipe of  success when investing 
is the “Follow the Need” principle. Education needs 
in Saudi have never been more crucial and thus looks 
like a “text book” case for astute investors. Techno-
logical advancement and ease of  communication have 
changed the world and Saudi youth realizes the impor-
tance of  quality education at this stage. This will create 
very attractive opportunities. 

Life after the oil crash

Perhaps the Oil crash in 2014-2015 caught Saudi Ara-
bia by surprise. Oil accounts for ~ 90% of  state bud-
get and more than 50% of  economic activity. With oil 
windfall Saudi Arabia became too dependent on for-
eign workforce across most industries, and the public 
sector became less efficient.
One third of  the country’s population are foreigners 
and at the same time unemployment amongst locals 
is above 12%. At this stage, the shortage in human 
capital is perhaps a bigger challenge for the Kingdom 
than the depletion of  financial resources.  In the new 
world competition is at a global scale and Saudi Arabia 
needs not to only grow its local talent, but also control 
brain drain.

The need to invest in education was realized by the 
Kingdom years ago when they launched a massive 
scholarship program and allocated the largest portion 
of  their budget towards the sector (~23% since 2010). 

But, with oil price collapse many of  the original plans 
have been drastically altered. Saudization programmes 
got revised with more strict targets and implementa-
tion procedures, and other measures like expat depen-
dent levy and subsidising Saudi workers has also been 
introduced.
One of  the strategies involved was forcing the private 
sector to recruit Saudi nationals. It also began to lo-
calize certain sectors and professions such as the gold 
sector, bank sector, administrator jobs, accountants 
and human resource specialists. The government has 
shown its commitment to this initiative by forcing 
100% “saudization” in the mobile retail sector, car 
rental and front office jobs in shoppig malls.

Replacing expats is not an easy task and will take sev-
eral years due to lack of  viable alternatives. This places 
education at the frontlines as the building block to-
ward achieving economic diversification. Many mea-
sures have been taken to promote the sector and ed-
ucation is at the core of  the National Transformation 
Plan (NTP 2020) and Vision 2030. Moreover, the re-
cent move to allow 100% ownership in the sector is a 
solid proof  of  how serious the Kingdom is.

We expect strong growth for the sector, especially for 
primary and vocational education as they post the high-
est growth prospects over the medium to longer term. 
Main drivers for the sector will be strong population 
growth (~2.3% per annum) and young population.
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Main growth drivers

Saudi Arabia has the largest population in the Gulf  Cooperation Council (GCC) which is expected to reach 29 mil-
lion by the end of  2017 (see chart below on the right), with 27% of  population still under the age of  14 years (see 
chart below on the left). This presents a strong opportunity for quality primary and secondary education, especially 
for women who stand at the center of  the government’s diversification plans.

The government is also one of  the major driving forces in the sector. Public spending on education accounted for around 
23% of  2016 and 2017 budget, and grew by a cumulated average growth rate (CAGR) of  5% between 2011-2016. 

Supply/Demand dynamics for primary and secondry education

By 2020 Saudi Arabia will need 1 million additional school seats and this will be mainly catered by the private sector. The 
government wants to reduce fiscal preassure by increasing private school marketshare from 6% currently to 15% by 2020, 
leading to a 4% growth in private schools enrolment versus 3% for public schools.

Most of  the private schools in Saudi Arabia are concentrated in the three largest metropolitan regions of  Riyadh, Jeddah 
and Dammam and these regions are further expected to drive demand for private education.

Saudi Arabia demographic profile

Enrolment in public and private schools is set to increase

Saudi Arabia population growth
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Technical and vocational training: Bridging the gap

Over the short term aligning education with the labor market will prove vital to economic development, and the 
education system along with the labor market need to co-exist for a continued sustainable development in Saudi 
Arabia. However, as transformation to higher quality eduaction takes its course, there may exist a skill gap between 
young job seekers and the new knowledge society. The increasing unemployment rate among locals clearly proves 
that what is produced by the current system is not what is needed by the job market.  

The Kingdom is aiming to equip more young Saudis with advanced technical skills.  Male enrolment in private 
training institutes has witnessed continuous growth at a rate of  15% per annum since 2011 while female enrolment 
has been stable during that period.

Growth in number of  colleges providing technical education

More saudi nationals are enrolling for technical education
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Final Words

As highlighted in this newsletter, risks have been accumulating recently and the probability of  a correction has risen 
for risk assets. However, investment opportunities are plentiful, would it be in International markets or in the Middle 
East region. In a world of  low interest rates for longer, what remains key is to stay invested, build a case on some high 
conviction ideas and avoid emotional investing errors like chasing recent winners at any price. 

We remain at your full disposal for any specific issues you would like to discuss, so please don’t hesitate to contact us. 

Conclusion

Private schools have radically transformed the scene in Saudi in terms of  quality and methods, and they will cater 
for the increase in demand for quality education. The sector dynamics can be summerized in the following way:

• Changing demographics: The key driver for the increase in private sector education is change in demographics 
  in terms of  the school-age population which is expected to grow by about 30% through 2020. The growth of 
  student population is estimated to be 27% for Saudi Arabia for the decade 2010 to 2020; 
• Demand for high quality education: High quality of  education entails attributes such as good quality of  teachers, 
  curriculum, reputation of  the schools, and environment for children. Saudi Arabia still has a lot of  room to
  improve in terms of  quality of  education (see table below);
• Increased willingness to pay for quality education: There is increasing spending propensity and people are 
  willing to pay for better infrastructure, foreign accreditation of  universities and quality education

Though the ranking for 2016-17 for quality of  primary education has improved, it is still lower than other GCC peers e.g. UAE (Rank 12)

There is an increased pressure on fiscal budgets and absorbing more people in the public sector is almost impossible 
with lower oil price and growing population. Therefore, regional governments are more dependent on the private 
sector’s investments. The public sector priority will be to invest in educational infrastrucure, build a proper eco-sys-
tem and prepare the younger generation with the required skills-set.

We believe education is a defensive sector and at this junction it provides strong growth potentials as well.

Global competitive index Saudi Arabia ranking

Overall

Quality of  primary education

Quality of  higher education

Primary education enrollment 

Secondary education enrollment 

Tertiary education enrollment 

2015-16

25

72

47

35

7

44

2016-17

29

64

48

52

24

44

Change YoY

-4

8

-1

-17

-17
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