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23 Febrnary 2011
Dear Stakeholders

We wauld like to inform ali market participants including lssuers, member brokers, assct
managers, jocal and foreign investors, modia, the public at lscge ¢ie. that the Egyptian Exchange
(EOX) sinde the aconomic teform progrem in the 1990°s has trived to implement intomational
standards in order to match global exchanges to act a3 & noutral trading platform, eselst issuets in
raising capitel, and ensure integrity, ransparency and disclosure in.thc capital mxﬂwt This, in
tun, helped increase forelgn portfolio investment in Egypt, which impacted positively on the
economic growth of Egypt.

The Egyptian Financial Supervisory Authority (formerly the Capltal Market Authority) initiated
and led the efforts for the revival of the siock market between 1992 and 1956, It hes [uid the
regulatoty framework for the financial intermediarics, such as brokers, fund management firms,
underwriters eto. through Capital Market Law 95/ 1992, Moreovsr, the privatization program,
which started in 1994, provided the impaetus for the stock exchange revival.

The Initial Public Offerings of state-owned entetprises was the main method utilized to activate
the stovk markst. The Egyptian govemiment, as part of the economic ceform, started the
privatization program by offering scverel companics to the public vis the stock market. Since
1997, $he mumber of izsues offered tncreased, Following, privats family companies with sound
fundamentals and growth potentials offered their sharee to the market, which in turn positively
affecied the stock market activity end liquidity, '

Both, retall and institutional Investors, domestic and forcign, were atiracted by the new offerings,

_leading 10 higher activity in the Egyptian market. EGX has become the first Arab Exchangn to be
a member of the Warld Federation of Exchanges (WFE) in 2005, which Increased the presonse
of forslgn investors on its market, which currently nsccount for 25% to 30% of the dally trading
on average. The Egyptian market is atil} retal] based.

EGX iz considered ons of the most opon and transparent marksts in the Middle East end Africa
with nio restriction on foreigners, no taxes on dividends and capital gaina, fre¢ repatristion of
capital, equal treatment of foreign and local investors, lasuers and membsr firms. Maintaining
market intcgrity and trangparency sre central objectives to EGX, In Egypt, the Egyptian [nstitutc
of Direstors (EloD)) issued the Egyptisn code of Carporate Governanca which is in light of the

- OECD corporate govemance principals. Tha Code in Egypt is voluntery and was launched in
2004 and recently revised in 2011. However, listing and disclosure rules ate mandatery on ell
listed companies and they incorporatad main Corporate Governence {ssues. In March 2010, the
launch of the S&P/EGX ESG Index, the first index in tha Middle Bast and North Africa,
designed to track the performance of companies listed on EGX that demonstrate leadership on
environmental, social and torporate govamance (ESG) issues took plece. This index not anly
ensures a selection of environmentatly, socially and corporats povernance responsible
companies, but also the characteristios of listed sccuriti=s, which are represantative of the
Egyptian equity markst based on slze and Hquidity.
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Refeming 1o the arrangsments undertakan to resume trading on EGX, on & date to ba decided
. 5007, mg foltowing the ongoing discussions and consultation between the Ministry of Trade and
Induatry, EFSA, BGX, Misr for Central Cloaring, Dopositary and Registry (MCDR), meriet
pardeipants snd investor's gssoctations; EFSA emphasizes thst despite the intportance of
~ resuming trading on EGX soon, to snsure continuity of business, creditability of the Egyptian
- market, and ellowing investors o trads, both EFSA and EGX decided to suspend trading umtll
the neocsERrY 1ampOLary messures and wnditions prior to resuming trading ars fulfilled, in order
1o protect investors’ rights, in partieular rersll investors. '

The date of resutnting trading will be determined taking into account being open for business as
soon as poesible as well as protecting investors and market participants’ rights. The decision
will be based on ceriein measures mnd mechanizsms that will be implemented 1o limit the

- expeoted sharp turtbulences in the market and stiowing a gradual returning to the normal course

of operations. These measurcs were categorized under five groups in order to achieve the
fotlowing objestives:

« To mitigate the negative impact of the high volatility when wrading is resumed.

« To mitigate the negative impact on retail investors who bought on margin or financed
their transactions through member brokers (via credit).

« Toset procedures in order to stinyulate market demand.

» To ensure the sirict implementation of the decisions issued by the General Prosecutor
Office regarding the blocking of bank snd stock exchange accounts of certain Individuals,

- =« To provide assistance to the member firma opersting in the capital market and thelr

employess.

- First; To mitigate the negative impact of the high volatility when trading i3 resumed:

3. The trading session hours will be from 10:30 am. oIl 1:30 p.m.
2. There will be no discovery session prior to the trading session,
3, Introducing 8 new circuit breaker on EGX 100 index, wherehy trading suspension will take
- place for half an hour after e 5 percent change in the index valve, In case of a 10 percent change,
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- trading will be suspended until EGX Chairman decides to resume trading. Thare were proviousty
no circuit breakers on EGX Indicss. _
4, The price limts on the listcd shares will be smonded, sccording to which trading will be
suspended on & stoek for half an hour after a 5 percent change, and will be fixed and trading will
' conrinue tii1 the end of the trading session after ¢ 10 percent change. |
5. Reducing the minimum percent of the nat liquid capital for member broker firms with respect
to the capltal sdecuacy rules to 5% of thelr obligations Instead of 10%, with the capital adequacy
form provided on a dally basis, Member firms are required 1o adjust the financial. adequacy
within 3 meximum of five working days in order to meet the needs of their margin trading
clients. :
§. The intra-day trading will be suspended, with the inclusion of the amount deposited for this
activity in the catenlation of not working Liquid of member broker firms.
7. Suspansion of margin trading and credit purchases,

g EFSA will continue to toceive subscription and redemption requests of mutual funds
certificates in sccordance with the provisions of the Law and the funds® prospectusss if legal
requirements are met,

9. The price limits on NILEX listed shares will be reduced to S percent daily. -
10, Listed comparies ars required to disclase the ownership of any of the individuals who are
probiibited fron trading by the General Prosscutor Decision together with their operational,
finmmcia) and administyative statug prior to or during the first days of trading.

Second: To mitigate the negative tmpact on retail fnvestors that bought on margin or
fimanced thely transectlons throngh member brokers (via eredit):

'3, Requiring member broker firms to notify MCDR with the shares purchased on credit or
margin before resumning trading. .
2. Limit the sale of customers' pledged shares as per the margin wading rules or as per the
purchase on credit agreernent, In eccordance to the conditions, controls and measures set to
_ protect retail investors, set by the Investor Protsction Fund, which manages this funding after the
approval of EFSA, without prejudice to the customers* rights to scli thelr shares if they so wish.

Third: To set procedures to stimulate market demand:

1. Coordinate and suppost the initiatives launched by the Egyptian citizens, which encouraped
ths public at lurge to invest in the Egyptian bourse, given its impottance in the Egyptian
economy &nd the presence of good investmont opportunities in the medium and long term, |
2. Accept requests 10 buy treacury stocks and facilitate the procedures for companies requesting
the purchase of their treasury stocks,

3, Encoursge the initiatives of the major financlal national institutions and entitles in Egypt 1o
support demand in the market,
4. Communicale with the international and regional organizations, including exchanges’

federptions, financia! institutions, investment banks, mutual funds, stock sxchanges to clarify
these tamporary measures.
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Fourth: To ensure the sirict implementation of the Decisions by the Generat Prasecutor:

1, Communicate with nsember broker fims through EGX, custodians through MCDR, fund

mansgers and Investment bankers through EFSA, regatding the decizions of the General

Prosecutor eo that they undertake the necessary sctions and procedures to prevent the trading of

securitics by the individusls on the prohibition List anqnmaed by the General Prosecutor Office,
. whether by themselves or by proxy or by en authorization, _ ,

2. Suspension of the codes of the individusls on the prohibitlon list, which wes sent to EGX by

the Geners] Proscoutor Office and informing the General Prosecutor Office with these codes.
2. FPreexing the accounts of the individuals on the prohibition fist through MCDR,

4. Addressing all focal and intetnational custedians via MCDR to prevent any settloment of the

transactions that belong to the individuals on the prohibition fist and taking the neessary ections

. ing freezing their accounts in the setticment provess.

" ,;gaﬂﬂxslm propgmd a list of all the loca! and foreign "offshore funds” in less regulaed markets
and has together with EFSA, requited all member broker flrma and fund mansgers 1o provide the
Exchenge with ary of these finds that have sharcholders among the prohibition list,

6. Informing the various Egyptian reguiatory bodies end the Anti-Meney Laundering Unit
within the Central Bank of Egypt (CBE) with the {ist of all offshore funds listed on leas regulated
inarksts that are coded on BGX in ondet to invastigate them with the internations! regulatory
suthorities.

7. Providing to the Genoral Prosecutor Office with a report that incjudes all the transactions
excooding LE 5 million (buying and selling), which took place at the previous weck peioer to
suspension of trading, for revisw and advice. 1t is worth noting that EGX Survelilance Division

~ did not detact any suspicious of illegal trading during thet period.

8. Suspension of the wansfer of GDRE over the period when the stock oxchange was shut down
in coordination with the Anfl-Money Laundering Unit of the CBE, We will continue to suspend

the transfer of GI/Rs for the individusls whose namee were included in the prohibition fst of the
General Prosecutor,

In that respect, EFSA would like to clerify thet slf the suspension orders (freezing orders) of
those under investigation whose names were published in the media, will not affeot the treding in
the shares of the companies in which they are shareholders or own a significant stake, since these
companics ars independent juristic entitles, the matter which was confirmed by the General
Progecutor Office. In other words, the restriction is only on the Individuals® personal accounts

- and not on the shares of the companiee in which they ar sharcholders.

Fifth: To pruvide assistance o the member firms operating in the caplts] market and their
. emnployees;

1. Coordinate with the member broker firms in order to benefit from the financia! suppert
_provided by the Ministry of Finance to the premises destroyed within the carly days of the
‘Revolution, where the member firm can apply for compensarion from the Ministry directly or

through EFSA, which will transfer their request to the Ministry.

WEETTISMY TR,

#3531~

Fe@rgr -



BI-MAR--2011  12:24 FRMM TG 288R1124

I e e P
"

.ot
L4 b

-~

Please note that due to the Egyptian Revolution on 25 January 2011, several changes hus
sooured in the dountry insluding the stepping down of the former president, eppointment ofa
new Priste Minister and the change in most of cabinst Ministers, suspension in the Comstitution,

" dissolving the Parliament, and the Supreme Mititary Council is running the couniry for an

. epproximate six-month period until demorratis elections are conducted, which will bring s new
civitian government to pawer, Furthermore, Egypt’s General Prosgcutor has issued several travel
bans agalast prominent state end businessmen figures, including soms former Ministers, and has
frozen thels cash, squity and bonds holdings accounts. A list of these names is now avgileble on
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There were various employes demonstrations in the bunking, government, and industrial scotors
taquesting salary increases, Thess demonstrations imypatted the banking sector and lod to ite
closure for threa weeks. Accordingly, the Egyptian Exchange (BGX) remained closed since 30
January but will resume trading as soon as possible - sfler impiementing the necessary
1emporary measures - cspecially that the banking sector resuned its opetsations on Sunday 20
February 2011, The closure of EGX s urmrooedentd but was justifiable during this critical
period to enable listed compeanies to provide the public vis EGX with the proper and sufficient

disclosure pertinent to their operationsl, munegerial, and financial position in light of the
revalution and its aftermath.

Afer consultetion with varlous stakeholders a5 well as reviewing actions undertaken by
intarnationa) exchanges facing extraordinary crises, the Egyptian Financial Supervisory
Authority, the Bgyptian Exchange, and Misr for Contral Clearing, Depository and Reglstry
(MCDR) decided ta take some uapreceds ; - agures, with the aim of
reducing panic when we resume trading end hoip restore stability in the capital market, es per the
attached press relesse from EFSA, on 20 February 2011,

Additionally, EFSA and EGX will be more diligent to ensure that the trades done by offshore
funds that are incorparated in lzss regulated markets do not invelve any bshnad names by the

Genral Proscouter sincs thair cash, equity and honds hoidings are already frozen on the
domestiz market.

We trust that our stakeholders would undenstand that we are taking those unprecedented
measures in a very difficult period in order to ensure that penic is reduced. At the sams time, We
want to Implement measures that would reduce any capital smuggling or money laundering via
the Stock Exchangs as a medium and maintsin our intogrity and transparency that were the
cornerstones of our posttive performance in particular during the past two decades.

In conclusion, BGX management 18 confident that when the overat! political and sconomic
situation becomes stable, we will be lifting those measures and réturning to our normal course of
doing business.

We thank you all for your understanding and continued support for the Egyptian ¢spital market
historically and in the future.

EGX Mamgement Team

PUADTHON Snema.
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2. Pravide funding for the member broker flrms from the Settlement Guarantee Fund to be wsed
for their cutrent oparstions in order to protect the rights of their employees until they can resums
oporations fully. :

3, Underiake the necessary legal prooedures in order 1 teduce EGX, MCDR and EFSA fece
within the next three months in order to assist member broker firms in maintaining their staff,

Finally, the EFSA would liks to emphasize that the Egyptian Exchange (EQX) is considered one
of the Jeading exchanges in the region, not only on the regulstory and supervisory front but also
with respeet to the volume of activity and the range of services provided, in addition to the
adoption of the best practices in terms of disclosure and governance practices.

EFSA would also like to highlight that the flustuation in stocks prices is normal and this reflects
the political and economic conditions in the country, in addition to the companias®
perforenance,

Despite the fact that EFSA reffains from making any comment on the stock prices performance,
it confirms its confidence in the eppropriare systems that are currently in place in the Egyptian
capitsl market & woll as ity strong commitment to nsarket surveillance and integrity.

EFSA is aiso avallable to recaive any comments from market participants, whish will enable it to
take necessery actions towards better supervigion and tegulation of the market, EFSA is

confident thet the gradual and expected potitioal stability will rssult in the stability and
sdvancement of the capitel marker in Egypt.
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