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Foreword

When thinking about the most lavish and exotic
Food and Beverage (F&B) markets in the world,
one namethat comesto the mind is the GCC This
region hasbuilt a strong brand identity in the F&B
space,which hasbenefited its food servicemarket
and strengthenedits foothold in the F&B industry
in recentyears

The F&B sector is also one of the major

beneficiariesof the GCCCT OA OT ledhbrio®i®

diversification drive, wherein the tourism sector
has been allocated substantial funding, which in
turn hasbeendriving the food servicemarket. The
GCCF&B market expanded at a CAGRof 10%
between 2010to 2015to reach a market size of
US$21.9 Bn. This growth is expectedto be further
propelled by upcoming events such as the Expo
2020 Dubaiand FIFAWorld Cup 2022, making the
' # #K&Bmarketthe preferredinvestmentcluster
in future.

However,as the growth of the GCCeconomiesis
closelylinked to oil revenues,the global oil price
rout has negatively affected the O A C Epirobrés©
With reduced purchasing power, the GCC
population is favouring fast food and cafes over
full-servicerestaurants(FSRs)Moreover,the entry
of various international fast food brands in the
region offering a wide range of food servicesnow
havethe consumersspoiltfor choice Nevertheless,
we remain optimistic as we believe that an
expected oil price recovery during 201%Z2018
would lead to an increasedspendingon the fine
dining category.

Among all the GCCeconomies,the 5! %B&B
market expandedthe fastestduring 2012015 at
a CAGRof 12%; this was closelyfollowed by Saudi
Arabiaand Qatar at 9.9% and 7.4%, respectively In
SaudiArabia,anincreasingpopulationis one of the
major drivers of huge demand for food and
beverages, especially in the fast food and cafe
segments The rising number of tourists from the
US and Europe is also fuelling the demand for
westerncasualdining concepts

With the increasedpreferencefor healthy foods,
dietary habits of peopleare changing Thishasled
to the emergenceof new conceptssuchasorganic
and gluten-free food and healthy fast food choices
such as salads and baked fries. Also, as people
become more tech-savvy and begin to value
convenienceand speed of service,various online
food ordering portalshaveemerged Aninclination
towards home-grown brands and a thriving cafe
culture are also playing a role in shaping up the
F&Bmarketin the GCC

We believethat though the UAEand SaudiArabia
currently account for more than 85% of the
O A C EF&B @nérket in terms of value, Qatar,
Kuwait, Bahrainand Oman are striving to enhance
their market presenceas well. With the risein the
number of F&B hubs in Qatar and Kuwait, major
international F&B players are flocking to these
marketsto tap their potential. Led by thesemarket
enablers,the GCCF&B market is set to witness
strong growth to reach a value of US$34 Bn by
2020

Sharad Bhandari
Managing Partner
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Key Takeaways

A The GCCF&B sector has witnessed robust A With various upcoming events such as the
growth, driven by an increasing population, Expo2020Dubaiand FIFAWorld Cup2022,
growing tourism and rising disposable significant resourcesare being invested to
income. boost the hospitality sector, with F&Bbeing

A Dubai,beingthe 5 ! %gasironomiccapital,is the frontrunner.
growing at a strong pace, closelyfollowed by A The culture of consuming coffee has
Saudi Arabia, which is witnessing increased become strongly ingrained among the GCC
preferencefor fast food amongits population. population, especially in the UAE, Saudi

A Despite the oil price decline, Saudi! OAAEAGS O Arabia and Qatar, leading to a significant

F&B sector maintained its growth paceasits rse |r1 the number of cafes in these
population showed increasedpreference for countries
fastfoodsover FSRs A Apart from the leading GCC economies,
countries like Qatar, Kuwait and Bahrain
alsooffer a promisinginvestmentdomainin
the food service sector, which is evident
from the rising number of F&B clustersin
A With rising health awareness, people are thesecountries
willing to pay more and shift towards healthy
food options suchasgluten-free productsand
organicfoods.

A Aswesternisationinfluencesb A T DBdiefady O
habits, Emiratis are increasingly opting for
westerndining concepts

A Foodfestivalsacrossthe GCCare capturing
headlines for introducing novel concepts
such as celebrity chefs, food trucks and

A The surging demand and the ease of entry O A E linEthe A E @dsftreating a unique
into the GCCF&B market have intensified dining experience

competition, leadingto a rise in the number

andvariety of food outlets. A Risingreal estate prices and a shortage of

skilled chefs are some of the major
A To boost the retail and tourism sectors, the challengedfacedby the' # #F&Bsector.

governmentis investingin the constructionof

— . " # # B&t r witn rapi
malls,theme parksandresidentialproperties As the * # # B&B sector witnesses rapid

growth, several investors are eyeing a
market share through M&A and private
equity (PE)deals

GCC F&B Sector Report © ARDENT Advisor;{ 5
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Market Overview

The Food and Beverage (F&B) market in the GCC includessiiVice restaurants (FSRs; fine
dining and casual dining), fast food/quick service restaurants (QSR), and cafes and bakeries

Fine Dining Hakkasan,La Petite Maison, Nobu, Zuma, and Catchare some of the top fine
dining outlets in the GCC Being premium in nature, most of these restaurants
are operated by Michelin-starred chefs, and the averageamount spent ranges
from AED675to AEDO00. Rhodes44 in Abu Dhabi,featuring GaryRhodes s one
suchrestaurant

This category has witnessed robust growth in the UAE, Saudi Arabia and
particularlyin Qatar owing to high demandfor a premium, brandedexperience
at a moderate price. # E E ITHe EH@ésecakdactory, TGl & O E A(RGIR), 2o
and McCoysare some of the casualdining restaurantsin the GCC Owing to the
high demand for western-style casual dining, many popular US brands are
forayingin the GCQOmarket.

Fai[ Food/QSRs Theseoffer low-cost food options, with focuson the speedof service Some of
the most diverseQSRbrandsin the GCCare $ | | E T SudwéyikFC,7 AT AUS O

i andPapa* | E.IA$tt@s segmentcontinuesto thrive, local QSRbrandsand the
conceptof food vans/trucksare gainingtraction.

Cafes/bakeries CaféBateel, Starbucks,PAUL, Tim Hortons and Costacoffee are a few of the

‘sS renowned brands in this category. Apart from branded chains, home-grown
W i brandssuchasShakespearsndothersare gainingprominence
-

Figure 1: The GCC F&B market by number of Figure 2: The GCC F&B market size by value of
outlets under each category (2015) each category (2015)

B QSR/Fast Foods
® QSR/Fast Foods

m Full Service
Restaurants m Cafes and Bakeries

m Cafes and Bakeries

Full Service

Lounges and Bars Restaurants

Source: Euromonitor, Ardent Advisory Source: Euromonitor, Ardent Advisory

In 2015 QSRshadthe highestmarket shareof 43%, followed by cafesandbakeriesat 34.6%. Asthe most
populouscountry in the GCC,SaudiArabiahasthe highestdemandsharein the total F&B market, with
more than 30,000food outlets.

GCC F&B Sector Report © ARDENT Advisoryl 7
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Growing population and rising tourist footfall led Risingtourism and the upcomingeventssuchasthe
to rapid expansion of the ' # # B&B market in Expo 2020 Dubai and FIFA World Cup 2022 have
201@z2015 fuelled the growth of F&B industry in the UAE and

Qatar. Anticipating an increasein tourist footfalls,
governments of these emirates have initiated
projects for the construction of more malls and
theme parks Such steps offer numerous
opportunities for global aswell aslocal F&B brands
Moreover, the franchise market in the GCC has
displayedhealthy growth, especiallyin the fast food
category. QSRis estimatedto accountfor 40% of the
franchise market in the GCC,and the overall F&B
franchisesfor all categoriesare expectedto grow by
25%in the comingyears

Eating out has become a major attraction in the
GCC With limited options available for
entertainment, the culture of eating out hastaken
precedencen the GCC The high expat population
has further added to the demand for assorted
cuisinesand new dining concepts This has given
impetus to the demand for global cuisines,
boosting the number of F&B outlets. Since the
industry gained momentum, the market has
witnessed strong growth in all food service
categories, including fine dining, casual dining,

QSRsandcafesandbakeries However, any thriving industry faces challengesat
Flourishingon the back of rapid urbanisation, an somepoint, andthe GCCF&Bmarketis no exception
expanding multicultural young population and to this. The market faces severalconcernssuch as
rising income levels, the ' # # B&B sector was high costs, growing competition, labour shortage
valuedat US$21.9 Bnin 2015 SaudiArabiaandthe and high dependenceon food imports. The market
UAE are the largest markets accounting for over has been significantly resilient to these challenges
85% of the total food servicemarket in the region. and continuesto grow at a fast pace, with bright

Inthe lastfive years,the 5 | %&Bmarket grew at prospects By 2020, the GCCF&B market size is
the fastestrate of 12.1%, followed by SaudiArabia expected to expand at a CAGRof 9.2% to reach
andQatarat 9.9% and 7.4%, respectively US$34Bn.

) . |
Figure 3: The GCC F&B market size (US$ Bn) The UAE and Saudi Arabia account for approx.

- : : ' h ' 90% of the F&B market in the GCC
N

Figure 4: F&B market size 2015 (US$ Bn)

m2015  m2020f UAE Saudi Arabia

18.2

2.0

us$12B

US$ 7.2 Bn

1016 1016

0.306 0406

KSA UAE Kuwait Qatar Oman  Bahrain

Source: Respective Government site, Ardent Advisory m Cafés/bars  mFull-service restaurants Fast food
Note: fforecasted

Source: Euromonitor, Ardent Advisory
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Growing income and improving living standards
haveincreasedaveragespendon food and drinks

As per a surveyconductedby CatererMiddle East,
in the Arabworld, the averagespendper personon
restaurant food was US$40z60 in 2014 up from
US$20z40 in 2013 This growth in spending is
largely driven by rising income levels and higher
demand for quality ingredients As people shift
towards more organicand gluten-free ingredients,
they are willing to pay more for healthier food
options. The averagecostis the highestin the fine
dining category, followed by casualdining, cafes
andbakeries,andfastfood.

Figure 5: Average spend on fine dining (USS$)

405

Dubai Abu Doha Kuwait Riyadh Jeddah
Dhabi

m Highest Price m Lowest Price

Figure 7: Average spend under QSR/fast food
(Ussy

54 54

Dubai Doha Abu Dhabi Jeddah Kuwait Riyadh

m Highest Price m Lowest Price
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Dubaiis one of the major tourist attractions, and this
makes visitors a major contributor in boosting the
overall demand for food and drinks. Particularly in
the UAE,though the demandfor fine dining concept
is high, QSR and casual dining are among the
preferred F&B choicesfor residents Qatar closely
follows the UAEin terms of averagespendon food.
As Qatar gearsup to host the FIFAWorld Cup2022,
preparationsin $ 1 E A&Blandscapeappearin full
swingto meetthe expectedrisein demand With the
constructionof 130new hotels underway, the hotel
restaurantsand catering(HORECA¥egmentis setto
grow, which in turn would lead to the launch of
severalnew F&Bbrands

Figure 6: Average spend on casual dining (US%$)

135 135

Dubai Doha Abu Dhabi Riyadh Jeddah Kuwait

m Highest Price  m Lowest Price

Figure 8: Average spend under cafes and
bakeries (US$)

99.6 94.5 94.5

Kuwait ~ Dubai Abu Dhabi Doha

Riyadh Jeddah

m Highest Price m Lowest Price

Note A- Average Spend (cost for 2). The price ranges are from secondary sourcesuatn &oundmenpandTripadvisor

GCC F&B Sector Report
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Investment Thesis

Growing population, increasing disposable income and burgeoning tourism industry are driving

OEA COI xOE 1T &£ OEA "##380 &0Q" | AOEAO
Favourable demographics continue to fuel the Youth population constitutes a significantportion of
demandfor F&Bin the region the demographicsin the GCC More than 40% of the

people in the GCCare below the age of 25 years,
with Qatar having the highest proportion of youth
populationin the region, at 84%, asof 2015

The population in the GCCcountriesis large and
havehigh cultural diversity. With a populationbase
of 52.6 million asof 2015 the populationgrowth in
the GCCis one of the fastestin the world, rising at
a CAGRof 31% during 2010z2015 Population
growth rate in the GCCis four times higher than 2015 2020f
that in emerging economies,seventimes higher 2.8%
than in China,andten times higherthan in Europe
By 2020, the O A C E popufatidn is forecast to
reach59.1 million. Low mortality and high fertility
rates, a thriving healthcaresectorandthe growing
influx of expats are the major factors driving
populationgrowth.

Figure 10: Age breakdown (% of population)

Figure 9: Population growth rate (200§2014) m0-14 m15-64 = 65+ m0-14 m15-64 = 65+

275% Source: Economist Intelligence Unit, IMF
220% Note: fforecasted

70% 68% 65% g0, Owing to a young population base, marketers are
13% 18% 16% 8% 30 focusedmore on creating new conceptsand brands
in the F&Bsectorto attract this agegroup. Also,with

5w o= c c < < &8 T c 2

S T T ® 5 N £ £ . . .

S ) = = g ¢ 9 B g 5 g a concurrentgrowth in the working population, the
* a 3 instancesof businessmeetings, team lunches and

Source: IMF, World Economic Outlook Database conferences have increased Thus, as these

The' # #rbuldi-culturalpopulationis attributed to favourable demographic trends continue, the
the vast expat baseconstituting about 52% of the demandfor the F&Bsectorwill continueto increase
population. The UAE accounted for the highest
percentageof non-national population,with expats
comprising 88% of the population, followed by
Qatar (85%), Kuwait (70%), Bahrain (52%), Oman Leveragingits oil and gas sector, the GCCecorOmy

With growing affluence, consumersare willing to
spendmore on food and drinks

(44%) and Saudi Arabia (33%). Moreover, the witnessedstrong growth to reacha valueof US$1.66
continuedinflux of working-age expatsis expected trillion in 2015 Driven by the flourishing economy,
to augmentthe working-age population. Therising the O A C Epericdpi@income grew faster than that
expatpopulationis driving the demandfor multiple of other developingnations, thus boosting demand
cuisinesand culinarychoicesin the region. in its F&B sector. As of 2015 Qatar recorded the

highestper-capitaincomeglobally.

GCC F&B Sector Report © ARDENT Advisoryl 11
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Growing tourism and events such as Expo 2020
Dubai and FIFAWorld Cup 2022 have accelerated
F&Bdemandin the GCC

Figure 11: GDP, per capita current prices (US$)

Thetourismindustryin the GCCaccountsfor approx

5.7% of the O A C E dointin€d GDP. The tourist
arrivalsin the regionincreasedat a CAGRof 5.5% in
2012015 Known for housingsomeof the x I O1 A8 O
finest hotels and tourism facilities, the region has
received an increasednumber of visitors, and this
provides ample opportunities for a thriving F&B

sector. Tourist arrivalsin the region are expectedto

reach 74 million by 2020, providing further impetus

to the foodservicedemand

2012 2014 2015 2016e 2018f

Source: IMF

Note: eestimated &forecasted
The development of various urban centres is
another factor driving growth of the F&B sector.

Riyadh,Dubaiand Abu Dhabiare the three richest Figure 12: Tourist arrivals in the GCC (in million)
cities in the Middle East, with Riyadh having
residents with the highest disposable income, 27.4

m 2015 m 2020f

followed by Jeddahand Dubai

However, with the fall in oil revenues,per-capita
income declinedin 2015 To recoup the sluggish
economic momentum, the government has
undertaken diversification efforts. By 2020, the
' # # 8cBnomy is expected to be worth about
USS$2 trillion. Thiswould be a positivefor consumer
spendingin the retail and F&Bsectors

KSA UAE Bahrain Kuwait Qatar Oman

Source: WTTC
Note: fforecasted

Table 1: Top richest cities in the GCC, 2014
Saudi Arabia and the UAE are leading the tourism

landscapeand thus significantly contribute to the

ot Total diSPﬁggle Disposable growing share of demand for the F&B sector. By
= IESep i ég;ﬁ??urg) 2020, Saudi Arabia would welcome more than 25

million
million religioustourists to perform Hajj and Umrah

Riyadh 67,772 11,700 .
at the city of Mecca
Jeddah 38,925 10,234
. Realisingthe strategic importance of the tourism
Dubai 29,695 12,543 . . .
sector as a driver of the non-oil economy, countries
Abu Dhabi 17,780 13,496 such as Saudi Arabia and Qatar are increasingly
Doha 10,911 11,046 emphasisingits development Also, factors suchas
Muscat 7,500 6,520 better ranking in the Tourism Visa Opennessindex
e and hosting of Expo2020Dubaiin the UAEand FIFA
Kuwait City 3,978 11,429 . - o
World Cup2022in Qatar are driving a major influx of
Source: Zawya Research visitorsacrossthe region.

GCC F&B Sector Report © ARDENT Advisoryl 12
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Expo2020 Dubaiis expectedto attract around 25
million tourists to Dubai, 70% of which would be
international visitors. Similarly, in Qatar, the
number of tourists is expectedto reach3.7 million
by 2022 therefore, the Qatar Tourism Authority
hasallocatedUS$20 Bn for developingthe tourism
infrastructureto meet the growing demand

With the aim of transforming the region into a
yearround tourist destination, construction of
varioustheme parksandresortsis underway Inthe
UAE,many suchparkshavecommencedoperation
in a 60-km radiusfrom Dubaiairport. Theseinclude
Bollywood, LegoLand and Motiongate (a

Hollywood-inspiredtheme park).

Further, Al Ahli Holding Group plansto launcha
20th Century Fox World theme park and resort in
Dubai by 2020. In August 2016 IMG Worlds of
Adventure,the x T O llafgéstindoor theme park,
also opened in Dubai With the successof these
projects, Saudi Arabia also plans to open theme
parksin collaborationwith SixFlagsEntertainment
Corporation Development of these theme parks
will lead to a surgein demandfor the F&Bin the
GCC

GCC F&B Sector Report

F&B is one of the main beneficiaries of hospitality
infrastructure expansiondrive in the GCC

Restaurantsand hotels are the major businesgoints
for the F&B sector in the GCC In responseto the
risingdemandfor accommodation the governments
are increasing investments in  hospitality
infrastructure The F&B sector would be the main
beneficiaryof this investment, thereby boosting the
demand for various F&B brands and concepts
Followingare sometop projectsacrossthe GCCthat
would boostthe F&Bsector.

Major projects across the GCC boosting the F&B
industry

A Mall of the World in Dubai, the UAE, plansto
add 20,000 rooms to the city across80 hotels
and 20 hotel apartments

A RasAl-Hadd, an ecothemed project in Oman,
would feature five-star hotels, resortsand retail
stores It would include 100 rooms, 50 hotel
villas, 150residentialvillas and an area of 7,000
m2for a market soug

A Deira Islandsin Dubai, the UAE, is a 153 km?
waterfront city that would add over 23000
hotel keys and 31,000 apartment keys to the
city.

A Jeddah Gate, Saudi Arabia, is a mixed-use
project spread over 413000 m?2, featuring
hospitality outlets.

A Dubai Creek Harbor at the Lagoons would
feature 22 hotels, with 4,400 rooms apart from
other establishments

A Place Vendome, Qatar, would be used for
conducting opening and closing ceremonies
during the FIFA World Cup 2022 It would
includetwo five-star hotels, serviceapartments
and entertainment units, and up to 400 retail
outlets.

A Heart of Europe, Dubai, the UAE, would house
sixhotels andvariousF&Bbrands

A Palm Boardwalk,Dubai, the UAE, is a shopping
and dining destination, featuring cafes and
restaurantswith aview of the ArabianGuilf.

© ARDENT Advisor)l 13
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Growing popularity of global F&B brands is salaries to expats, making them more inclined
driving demand for western food in the GCC towards switching jobs. The supply of junior chefsis

more strained as comparedto those employed at
higher positions in the F&B sector. With regard to
skill set, chefs with kitchen roles specialisingin
bakeryand confectioneryitems are the most difficult
to find. Specialistsin regional cuisinesare alsoshort
in supply. Asthe sectoremploysalarge proportion of
expat workers, the CT1 OA OT1 iekphéses ©n
nationalisation of jobs has adversely affected the
industry.

With over 75% of the population living in urban
areas, the GCCis one of the most urbanised
regions of the world. The growing economic
prosperity and employment opportunities in the
region haveled to internal migration and influx of
expatworkers Urbanisationlevelsin Qatar, Kuwait
and Bahrain are as high as 98%, 92% and 88%,
respectively The growing influence of urban
lifestyle has transformed the eating patterns of
people, thus increasing the demand for F&B With competition intensifying, F&B | AOEA 06 C
servicesin the region. A strong inclination towards growth pattern is changing

Westernstyle casual dining has further helped
boost the entry and growth of international fast
food jointsin the region.

With a growing appetite for F&B in the GCC
countries, establishingrestaurantsis not much of a
challenge No entry barriersand flexible regulations

With sustained efforts towards making the UAE are fuelling competition. In responseto the growing
one of the most popular tourist destinations, the demand, new players are entering the industry
Dubaigovernmenthasbeenhosting food festivals through variousonline channelsas well. To win the
DubaiFoodFestival(DFF)is the truly citywide food competition, F&B vendorsare going the technology
fest of the Middle East, celebrating Dubai as a way, by launchingfood apps with multiple options
gastronomic capital The festival hosts assorted for consumers Moreover,as new food conceptsare
food-related events to promote and popularise now being developed frequently, the players are
$ O A Auni§ué food landscape The 2016 DFF finding it difficult to continuously innovate and
organisedits first Dubai RestaurantWeek, offering maintaintheir market share

a platter from 30 of the popularfine dining outlets

Another aspect of the changing growth pattern is
that as the market is moving towards saturation,
Risk Factors variousF&B outlets are not hesitantto shut down in
caseof poor market response Around 20% of the
F&B companiesin the UAE are expectedto closeby
2017 Factors such as softer economic recovery,
intense competition and sustainable demand are

in the city.

Although severalfactors favour the growth of F&B
in the GCC, certain challenges continue to
deceleratethe O A A Giov@tid ndmentum.

Attracting and retaining young talent pose a leadingto frequentinstancesof closureand opening
challengeto the ' # #F&Bsector of newfood outlets. Thishaspromptedthe playersin

the region to cater to the diverse F&B demand
Further,the F&Bgrowth pattern is changingasmore
and more F&B outlets cluster around luxury
residentialcomplexesmallsand community centers
Not only new conceptsare gaining acceptancebut
demand for existing ones is also increasing For
instance, Tom & Serg, a casualdining outlet that
openedin 2013in Dubai, plansto open more outlets
in the comingyearsowingto positiveresponse

The ' # # &&B sector is labourintensive and
involves people at all levels, from primary
production to retailing. Thus, the demand is
constantlyhigh for chefs,waitersand other service
staff. Owing to high competition in the industry,
workers have numerous job options to choose
from, thus leading to high attrition. Also, Asian
countriessuchasindiaand Chinaoffer attractive

GCC F&B Sector Report © ARDENT AdvisorJ 14
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High dependence on food imports makes the
region susceptibleto global pricerisks

To meet the growing consumptionneeds,the GCC
is heavily dependenton food imports. The region
has unfavourable conditions for food cultivation,
suchas harsh climate and lack of arableland. But
with the rising population and food being
considered as the prominent mode of
entertainment, the food import bill ison the rise.

Figure 13: Food imports in the GCC (US$ Bn)

53.1
337 36.3 39.6
] I I I

2013 2014 2015 2016e 2020f

Source: Economist Intelligence Unit
Note: eestimated & forecasted

In 2015 total food imports reached US$36.3 Bn,
growing at 7.7% from the previousyear. In value
terms, SaudiArabiawasthe leadingfood importer,
with approx 61% share, followed by the UAE
(137%), Kuwait (9%), Oman (8.2%), Qatar (5.2%)
andBahrain(2.7%).

As a food-importing region, the GCChas been at
risk due to rising food prices For instance, the
global food price rise in 2008 had a strong impact
on the region'sfood policy. Apart from being the
reasonfor fiscal deficit, suchhigh dependencycan
leadto significantdemandgaps,thereby hindering
the growth of its F&B sector. Moreover,
dependencyon desalinated water indicates that
the region cannot rely on its domestic food
production in the long term. Although the
potential for growth of agro-processingindustries
exists, this food dependencywould continuein the
future owing to the limitation posed by harsh
weathercondition.

GCC F&B Sector Report

High rentals in retail space have made F&B
landscapemore competitive

Higher leaserates makesit difficult for F&B players
in the GCC to reduce their operational and
administrativecosts Theretail ratesdiffer according
to the retailer, unit location, unit size, type of mall
andits location. Forprime locations,the rate of retail
spaceis much higherthan the generalrate prevailing
in the market. Forinstance,for all superprime malls
in Dubai, the rent averaged AED6,000/m2, which is
much higher than the normal rate of AEDL600z
5,000/m?for other mallsin the UAE

Figure 14: Retall rentals in the top GCC cities

(US$)
2,095 2,095

1,360

2013 2014 2015

mDubai mAbuDhabi mRiyadh Jeddah

Source: JLL (for Q3oYY)

In Dubai, between 2013and 2014 rentals increased
by almost 54%, depicting a significant gap in the
demandand supplyfor retail space In light of future
eventssuchasthe Expo2020Dubaiand FIFAWorld
Cup 2022 in Qatar, the demand for commercial
spacehas beenrising, leading to a surgein prices,
given the limited supplyin the short run. The lease
cost component has thus become one of the major
challengedfor enteringinto the O A C BF&BniaRet.

© ARDENT Advisoryl 15



M&A and PE Deals

7EOE OADPEA COIl xOE EI
M&A and PE deals

M&A Deals

Between2011and June2016 19 M&A dealstook
shapein the ' # # IB&8 sector. Of these, only 14
were completed, while the remaining five were in
the processof finalisation Over 3% of the deals
were struck between2015and 2016 showingearly
signsof consolidationin the market.
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PEDeals

A total of 12 PE dealswere finalised between 2011
and2016 Sincethe F&Bsectorhasgrownat arobust
pace, over 80% of these deals were executed via
stake purchasein the target F&B company. Saudi
Arabiaandthe UAEareleadingthe investmentspree
for PEdeals, and together captureda 42% sharein
terms of dealvolume.

&ECOOA XYd 4EA ' ##8 0 OEADBOGARA X O AABAT 'mt# DO OEA(

deals in F&B sector (2012016)

19 Deals

m UAE m Kuwait KSA

Source: Thomson Research

With the growing popularity of online food delivery
services,this segment has considerablepotential.
HungerStation,anonlinefood deliveryservice was
acquired by Hellofood, a division of Food Panda
Moreover, the UAE is witnessing substantial
traction in the FSRsegment Owing to a thriving
tourism sector, the fine dining category presents
an attractive scope for M&A activities. For
instance, in 2015 Marka PJSCacquired Reem Al
Bawadi Group, a Dubaibased FSR operator, for
about US$85 Mn. Marka intends to open two
company-owned outlets in Dubai and Abu Dhabi
and three franchiseoutlets in Al Ain, SaudiArabia
and Bahrain Investors are also eyeing the cafe
segment given the growing culture of coffee
consumptionamong Emiratis In 2016 Fajr Capital
Ltd acquired Cravia Inc LLC, a F&B company
operatingmultiple brands

GCC F&B Sector Report

deals in F&B sector (20%:2016)

12 Deals

B KSA m UAE m Kuwait Qatar

Source: Zawya Research

Around 50% of the total deals were in the casual
dining category, while 25% were in the QSR
category. With rapid westernisation, casual dining
and fast food segments are attracting ET OAOOT O
attention to the F&Blandscapein SaudiArabia,the
UAEand Qatar. US-style casualdining is a promising
investmentarea,givenits high demand Top dealsin
the above segments include the following: NBK
Capital 0 A O O Tadq@sition of Amo Hamza, the
largest seafood casualdining chain in SaudiArabia,
and CarlyleGroupMENA & O1 Achuiditionof 42%
stake in Almar Foods, a fast food chain in Saudi
Arabia The acquirers have expressedinterest in
expandingtheir regional presencein the ' # # &8
market.
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List of M&A and PE Deals in the GCC

As the F&B sector in the GCC is growing at a fast pace, various investors are eyeing a market
share through M&A and PE deals

In June 2016, Dubdiased Adeptio LLC, an investment consortium led by Mohamed Alabbar, agreed to acquire
a 69% stake in the Americana Group (Kuwait Food Co.) fre#halir National Stocks and Real Estate for about
US$2.4 Bn. However, during November 2016, the Saudi Arabian Public Investment Fund acquired 50% stake in
Adeptio AD Holdings that holds some of the major brand franchises such as Pizza Hut and KFC, as acquired

from the Americana Group.

Table 2: Completed M&A Deals across the GCC Table 3: Completed PE Deals across the GCC
(20112016) (20112016)

; Target Company | Transaction
Acquirer Compan Target Compan
PnANATe | gnFesecton | Stake

The Carlyle Grouj Alamar FoodsSaudi Buy (42%)

UAEbased Eathos Sushi Art Group :
MENA Fund Arabia
Fajr Capital Ltd Cravia Inc LLC 3 3
NYEER STy Mani Foods Industry
: Development Fun Buy
Marka PJSC Reem Al Bawadi Group (RED) LLC, UAE
Belhasa Hospitality ] NBK Capital Al Faysal Bakery
800 Pizza '
LLC 122 Mezzanine Fund Kuwait =L

NBK Capital Equit Amo HamzaSaudi

Pinnacle Restaurant .
Mgmt Co Leila Restaurant Partners Fund II Arabia By
Hellofood Saudi . NBK Capital Equit Shakespeare and Cc 0
Arabia HungerStation Partners Fund II UAE Buy(49%)
Diamond Lifestyle Ltd Al Faris Restaurant  NBK Capital Equit Sanabel AlSalam, Buy(21%)
Partners Fund | Saudi Arabia y K
Investor Group Kudu Corp
Jadwa Food and .
i i Gulf Union Foods
Investor Group National Catering Co Beverage Compan Sell(30%)
Ltd WLL Opportunity Fund pany
MAF Ventures LLC Gourmet Gulf LLC GquPC;erltpnlzirlsElﬁwt} Chef Middle East  Buy(100%)
Gulf Capital Pvt JSC = Chef Middle East LLC GCC Equity Multi Brands for
Partner Il Eund Trading Company  Buy (100%)
RMAL Hospitality Marco Pierre White Grill Limited
PJSC Stake Awani
Awj Investments Bahria a,n d NA-
Audacia Capital Al Safadi Ltd Operation Falafel
SourceThomson Research SourceZawya Research
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New Trends in F&B Sector in the GCC

Increase in organic food consumption, popularity of horggown brands, growing culture of
celebrity chefowned restaurants and a rise in online food ordering are some of the recent trends

in the GCC F&B sector

Rise in health awarenessis driving demand for
healthy and organicfood in the GCC

Bakedfries instead of Frenchfries, frozen yogurts

instead of ice creams and fresh juices/coconut
water in place of carbonated drinks are being

increasingly offered and preferred in the QSR
segmentin the GCC Health expertsin the region

have observeda surge in lifestyle-related health

disorders such as obesity, diabetes and

cardiovasculardiseases Rising instances of such
health issueshave led to an increasedawareness
among the people, prompting them to reconsider
their eating habits. They are willing to pay higher

for organically certified food products Therefore,
the demandfor premium and healthy food options

hasbeenincreasing

According to Frost & Sullivan, the organic food
market in the GCCis set to reach US$1.5 Bn by
2018 increasingat a CAGRof 19.5% from US$300
Mn in 2009 Recognising this demand, the
governmenthasbeenpursuingthe developmentof
organicfarms. Currently,the UAEhaseight organic
hassetatarget of dedicatingabout 3,000 hectares
of agriculturalland to organicfarming. Similarly,in
Qatar, five suchfarms are being developed,given
that it is the fastestgrowing food consumption
marketin the region.

GCC F&B Sector Report

Witnessingthe shift in preferencetowards healthy
diet, fast food chains in the region are offering

healthy mealsin an effort to maintaintheird OT AOA OO

appeal For instance, the fast food chain Elevation
Burgeroffers organic,grassfed beefburgerandfries
cookedin olive oil. O' 1 GEDAAécoming a big
trend in the region, especiallythe UAE, with many
food joints, mostly five-star hotels, serving gluten-
free pizzas and burgers Organic and gluten-free
meals are thus becoming popular in the GCCF&B
market.

Home-grown brands are in vogue among Emirati
populace

Although the GCCF&B market has been largely
driven by international chains, the emergence of
single-unit operations such as Tom & Serg and
2 1 A A Gatdi sialler networks such as Tree Cafe
are changing the F&B demand landscape Besides
the global food brands, the growing popularity of
home-grown chains in the GCC proves that the
region can become the hub for world-class food
industries People are increasingly looking for
exciting dining options, which global food chains
may not necessarilyoffer. Moreover, local eateries
tend to have a better understanding of regional
tastes and a strong affiliation to community ties.
Around 20% of the F&Bmarket in the UAEis home-
grown. However, this shareis expectedto increase
with the rising demand for local chains as people
increasinglyappreciatethe tastes offered by home-
grown brands

In the 2015 DFF, the O" A AAHE O Adntept
showcased 10 home-grown food brands serving
Emirati cuisines Similarly, ShawarmaBoTeelais a
unique conceptof home-grown brand in Qatar that
servestraditional food with modernflavour.
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The GCCrestaurants are looking for more star
power through the conceptof celebrity chefs

Celebrity chefs have become a part of the food
events and food fests organised in the GCC
Beginning from the DFF,the concept is gaining
popularity among the people Cookery shows
hosted by top-notch chefs have been quite
popular. The idea behind this concept was to
create an experienceof dining with your favourite
celebrity.

A 17day culinary celebration was held in Dubai,
where the presenceof celebrity chefs receiveda
warm responsefrom the visitors. At eventssuchas

A thriving coffee culture is boosting the demand
for cafesin the GCC

With around40% of the populationin the GCCfalling
in the rangeof 15734 years,the cafecultureis picking
up fast. Whether it is about visiting a new cafe,
catchingup with a friend or a businessmeeting, the
trend of going to coffee housesis rising among the
populace Fromlocal street cafesto exclusiveoutlets
suchas CostaCoffee and Starbucks,drinking coffee
has become a style statement, especially for
youngstersin the region.

The coffee market in the Middle East represents
approximately 4.5z5 Mn 60-kg bags, which is

Os$ ETviith @ OA &G D # EMaser # 1 A OO A @réwing faster (6210%) than the global average of

peopleget a chanceto interact with their favourite
chefs Sometop celebrity restaurantsin the UAE
include Bread Street Kitchen by Gordon Ramsay,
Signature by Sanjeev Kapoor, Nobu by Nobu
Matsuhisa, Whitehouse Steakhouseand Grill by
Marco Pierre White, and Toro Toro by Richard
Sandoval Moreover, at the SharjahFood Festival
2016 celebrity chefs including Vineet Bhatia and
Nirmine Hanno also made an appearance This
trend of celebrity chefsis not confinedto the UAE
alonebut isalsothriving in Kuwait, Qatarandother
GCC economies In Qatar, primarily Doha, this
concepthasaninternational culinaryappeal Nobu
Dohalocated in the Four SeasonsHotel is one of
the x T O llafyéselebrity chefrestaurants

2.5%. In 2014 the Middle East and North Africa
(MENA)accountedfor 8% (US$6.5 Bn) of the US$85
Bn of global spendon coffee, with the UAEbeingthe
largestamong them. The UAE spent US$121Mn on
coffee in 2014 and this is expectedto grow by 3%%6
over the next five years Thisis largely due to rapid
expansionin the number of cafes(countingto more
than 5,000) andgrowthinthe AT OT €Eofied tabe.
The International Coffee and Tea Festival held in
Dubaiis a one-of-its-kind globally recognisedevent
in the Middle East

Some top celebrity chefs in the GCC

N

Gary Rhodes

GCC F&B Sector Report

Nobuyuki Matsuhisa

/

& 1

Vineet Bhatia
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People are increasingly favouring Street Food
Conceptsand Food Trucks

The 17" annual Hotel Show Dubai explored the
evolving F&B landscapeof the region through a
conference of the Middle Eastbased chefs and
restaurants The event unveiledthat an inclination
towards enjoying street food, which is cooked
quickly and served in a relaxed environment, is
picking up fast. As people do not wishto eatin a
sophisticatedenvironmentat all times, suchquick
shacking options are gaining wide acceptancein
the region owing to their good taste, affordability
andconvenience

The GCC Ci OAOT I iditlatded 6to foster
entrepreneurship at the grassroots level are
driving growth in the number of street F&B
vendorsin the region. Theseinitiatives werein the
forms of small kiosks, roadsidestalls, etc. On the
globallevel, with atotal of 2.5 billion people being
servedby street food everyday,a new concept of
selling street food emerged in the form of food
trucks. Although the GCCF&B market is still in
infancy in terms of the trend of food trucks, this
trend is expectedto thrive at afasterpace

In 2015 Roundup,a 54 Eastcompany,launchedthe
first food truck marketplacein Dubai The concept
became an excellent mode of entertainment
among people Hence, within one year of its
operation, the companysignedan agreementwith
its Saudi partner in 2016 The company aims to
deploy 45775 food trucks in Saudi Arabia by the
endof 2017

LastExitin JebelAli, by Meraas,is a first-of-its-kind
gourmet food truck park, which openedin 2016in
Dubai With Asian,American,ltalianandMexican

GCC F&B Sector Report
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cuisines available, visitors will get to taste the
delicaciesn both dine-in and drive-through formats.
NomadKitchenFoodTruckin Kuwaitis anothersuch
example In 2016 1 A O A&ty of Economyand
Commerce (MEC), with the aim to encourage
vendorsto operate food trucks, invited about five
businessowners to apply for the licenseto set up
food trucksin the country. However,Qatar Museums
in 2016and Qatar International Food Festival(QIFF)
had popularisedthe food truck conceptin Dohaeven
beforethisinitiative.

High penetration of smartphones and internet is
driving growth of online food ordering platforms

The GCC has one of the highest smartphone
penetrationsglobally. As convenienceand speedare
the most integral proposition for dining out, online
food-ordering platforms continue to gain traction.
With the growing proportion of young and tech-
savvy population, the GCCis set to witness robust
demandfor theseplatforms, with the UAEand Saudi
Arabialeadingthe growth.

Otlob.com, one of the leading online food delivery
platforms in SaudiArabia, offers a menu of around
400 restaurantson its app. As a part of Food Panda
Global, Hellofood establishedits presencein Saudi
Arabiain 2013 expandingto 13 cities and covering
major F&Bbrands On similarlines,in 2015 the Food
PandaGrouplaunchedits food-orderingappin Saudi
Arabia In the sameyear, Food Pandafully acquired
24.ae, an online food-ordering marketplace in the
Middle East, to expand its presencein the fast
growing online food delivery market. With this
increaseddemand, the online food delivery market
in SaudiArabiawould reachUS$218Mn by 2020,

With more than six million internet users, e-food
ordering is catching up fast in the UAE as well.
Foodonclickcom was the first companyto come up
with the conceptof online food deliveryin the UAE
Since its launch in 201Q it has collaborated with
around 750restaurantsand cafes,adding more than
10 new outlets every week clickformealcom and
talabat.com are some of the other platforms
emerging in the GCCin responseto the growing
demandfor onlinefood ordering.
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