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I N D ICE S
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MARKETS AT A GLANCE

In July the market staged a
solid rally, with higher
volumes versus June. The
TEDPIX gained 3.5%, touching
and testing 81,491 – an 18month high and so far a
resistance level – for the
fourth time since March 2016.
With strong full-year
corporate results (1395:
March 2016 to March 2017)
confirmed and Q1 results
(1396: March 2017 to March
2018) announced, corporate
earnings are beating
expectations. Many large caps
saw strong gains as they
resumed trading following
their respective halts for the
reporting AGM periods
(mainly June and July).
Market volumes should also
pick up further in August.
Maturity dates are looming
for the remaining few listed
Islamic Treasury Bills (14-77
days to expiry), which traded
with average YTMs (~21.522%) lower than the 23-23.5%
range in June. July’s ADTV was
$63.0m versus $54.9m,
$108m and $130m for June,
May and April, respectively.
Institutional and retailer
activity was evenly split,
implying a 5% relative
increase of retail activity over
institutional versus the
previous month. The most
actively traded sectors were
base metals (13.7%),
chemicals (10.7%), IT (10.0%),
telecoms (8.9%) and banks
(5.4%), which together made
up 48.7% of total trades.

$1 : 37,807 IRR is the monthly a verage free market exchange ra te used for this report.
Al l market data represents the period July 1-30, 2017.
SOURCES : Tehran Stock Exchange, Bloomberg, MSCI, Royal Exchange, Griffon Asset Ma nagement.
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S E C T O R P E R F O R M AN C E

SECTOR NEWS

BEST PERFORMING SECTORS
Ba s e meta ls

↑

19.8%

Meta llic ore

↑

15.4%

Suga r & by-products

↑

12.2%

Cera mics & tiles

↑

11.6%

Coa l & lignite mining

↑

9.3%

Tra ns porta tion & s tora ge

↓

-8.3%

Electric ma chines

↓

-7.5%

Pa per & pa per products

↓
↓
↓

-4.9%

WORST PERFORMING SECTORS

Agriculture
Textiles

-3.3%
-3.1%

TO P G AI NERS AND LO SERS
GAINERS
Motors a za n

Motor vehicles

↑

64.4%

Sa l emi n Fa ctory

Food stuff excl. sugar

↑

59.4%

↑

57.6%

↑

53.7%

Investment companies

↑

52.5%

Pers i a n Gul f
Tra ns porta tion

Transportation &
storage

↓

-33.6%

Li a co.

Chemicals

↓

-26.1%

Kha va r s pri ng

Motor vehicles

↓

-24.8%

Afra net

IT & computers

↓

-20.8%

Ma rja n Ka r

Ceramics & tiles

↓

-18.8%

Ba hona r Copper
Base metals
Indus tri es
Ta kcera m Ti l e Ma nuf. Ceramics & tiles
Ira n Indus tri a l
Devel opment

LOSERS

Auto
Following a 17-year hiatus,
Volkswagen AG (VW) once
again plans to sell cars in Iran,
taking advantage of the
easing of sanctions whilst also
looking to offset the
headwinds from stagnant
developed markets and other
volatile emerging countries.
VW has signed an agreement
with Iran's Mammut Khodro
to import its Tiguan and
Passat models, with a focus
on the greater Tehran area.
Meanwhile, French carmaker
Renault’s sales rose more
than 100% y/y, giving it a
market share of 9.8% in Iran;
sales have been driven by the
success of the Tondar and
Sandero models. Iran is now
Renault’s eighth biggest
market, ahead of the United
Kingdom and Argentina.
Steel & Mining
The European Commission
(EC) is to announce its final
decision on the anti-dumping
case against five countries
(including Iran) by October 6.
The complaint was initially
lodged by the European Steel
Association (Eurofer) in May
2016. Hot rolled coil (HRC)
products from Iran could face
a 23% import tariff if and
when the duties are imposed.
Iranian steel exports to the EU
have leapt to over 1m tonnes
annually, lagging behind only
China and India.

Insurance
Munich RE, one of the leading
global reinsurers, has signed
agreements with Saman

$1 : 37,807 IRR is the monthly a verage free-market exchange rate used for this report.
Al l market data represents the period July 1-30, 2017.
SOURCES: SEO, Financial Tribune, Chemorbis, Mi ne News, Griffon Asset Management.
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TO P 1 0 C O M P ANIES B Y M ARKET C AP ITAL IS ATION
Market cap
($m)

Last
price

Kha l i j Fa rs
Petrochem

6,032

4,550

Chemicals

5.55%

MCI

3,781

Telecommunication
s

3.48%

Moba ra keh Steel

3,297

Base metals

3.03%

TCI

3,080

Telecommunication
s

2.84%

Price values in IRR

Ma roon
Petrochemi ca l

2,897

Chemicals

2.67%

NICICO

2,448

Base metals

2.25%

Gha di r
Inves tment

2,055

Conglomerates

1.89%

Ja m
Petrochemi ca l

2,014

Chemicals

1.85%

TAPICO

1,988

Chemicals

1.83%

Pa rs i a n Oi l & Ga s

1,952

Chemicals

1.80%

SECTOR NEWS (CONT’D)

1M

YTD

52 w/h 52 w/l

↑

0.8%

0.7%

5,000

14,820

↑

4.2%

25.5%

15,260 11,093

1,656

↑ 23.3%

30.0%

1,656

1,233

1,937

↑

0.4%

5.7%

1,937

1,833

29,820

↑

6.2%

2.8%

29,820 26,211

1,837

↑ 23.2%

19.4%

1,837

1,064

↓ -0.7% -12.3% 1,213 1,064

7,720

↓ -2.4%

1,700

↓ -7.5% -11.0% 1,910 1,700

1,809

↑

-4.1%

6.4%

-4.3%

4,120

1,327

8,050

6,551

1,890

1,700

U S D / I R R E X C H AN G E R A T E , J U L Y 2 0 1 7
FREE MARKET RATE

CBI OFFICIAL RATE

38,050

32,800

37,950

32,700

37,850

32,600

37,750

32,500
USD/IRR 38,000
+360
1.0% ↑

USD/IRR 32,720
+231
0.7% ↑
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32,300

01

37,550

01
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Insurance Company (a
subsidiary of Saman Bank)
and Parsian Insurance
Company (a subsidiary of
Parsian Bank) to reinsure life
insurance and capital
formation categories. The
German firm has become the
first foreign reinsurer to work
with Iran post the JCPOA.
IT
With demand growing from
current and new internet
users, ISP AsiaTech, one of
the largest privately-owned
ISPs established in 2003, has
formed a new national data
centre in Tehran. Afranet (a
listed IT services company
providing broadband internet,
data centres, cloud services
and e-commerce) has already
launched the first-ever cloudbased data centre in Iran,
hosting 20,000 virtual
networks. Afranet is also
planning to launch telco cloud
services for the networks of
Telecommunication Company
of Iran (TCI) and Mobile
Telecommunication Company
of Iran (MCI).
IPO
This month there was an IPO
in the payment service
provider (PSP) sector:
Behpardakht Mellat (5% free
float, $568m Market Cap.), a
subsidiary of Mellat Bank (the
largest listed bank by assets
and market cap) opened for
trading on the TSE on 18 July
and was 28.7% higher as of
the close on 30 July.

Al l market data represents the period July 1-30, 2017.
SOURCES: SEO, CBI, IFB, Financial Tri bune ,Tehran Stock Exchange, Royal Exchange, a nd Griffon Asset Ma nagement.
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T E H R A N S T O C K E X C H A NGE ( B O R S – R E T A I L S H A R E C L A S S)
Symbol: BORS

Market cap.: $135.7m

P/E (17-18E)(b): 18.2x

12-month return: +7.8%

Exchange: TSE

Enterprise value(b): $134.2m

5-yr (avg.) dividend payout ratio:
26%

EV/revenue (17-18E)(b): 6.6x

Listed since: 2006

% of market (TSE): 0.2%

Dividend yield (17-18E)(b): 1.6%

EV/EBITDA (17-18E)(b): 13.3x

Last close: IRR 4,125

Free float: 27%

Avg. daily trade value: $26,921

ROCE (hist.): 43.6%

90-day change: ↓-4.1%

Shares outstanding: 1.25bn

52-wk high/low (IRR): 6,074/3,656

ROE (hist.): 19.6%

B OR S AND TEDPIX (C)
La s t 2 years

CAS H F LOW
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BORS(others)

2014-15A 2015-16A 2016-17A 2017-18E 2018-19E

Revenue ($m)

F I N A N C I AL S T A T E M E N TS ($M)
16-17A(a) 17-18E(b) 18-19E(b)

15-16A

Total Market Cap.

104,191

102,937

86,106

91,700

114,934

Va l ue of Trades

27,984

21,069

15,657

15,174

18,478

Revenue

20.0

19.0

18.2

20.5

30.2

Growth %

-46.4%

-5.0%

-4.1%

12.5%

47.8%

COGs

(7.0)

(7.4)

(7.2)

(6.9)

(6.9)

Growth %

-9.7%

5.1%

-2.9%

-3.3%

0.4%

12.9

11.6

11.0

13.4

23.2

Growth %

-56.1%

-10.5%

-4.9%

21.5%

73.7%

Gross margin

64.8%

61.0%

60.5%

65.4%

76.8%

(3.5)

(3.9)

(3.5)

(3.4)

(3.4)

-16.4%

10.2%

-11.0%

-2.4%

0.0%

9.7

7.9

7.8

10.1

19.9

Growth %

-62%

-18%

-2%

30%

97%

EBITDA margin

48%

42%

43%

50%

66%

Net Income

12.7

9.8

8.8

7.5

14.8

Growth %

-62.0%

-17.9%

-1.8%

29.9%

96.7%

Net profit Margin

48.5%

41.9%

42.9%

49.5%

65.9%

Ca pex

14.8

13.7

16.3

16.1

2.4

Di vi dend

3.5

3.6

1.8

2.1

4.2

SG&A
Growth %
EBITDA

-10
-20

2014-15A 2015-16A 2016-17A 2017-18E 2018-19E

Operating

Investing

Financing

C O M P AN Y O V E R V I EW

14-15A

Gros s Income

EBITDA Margin

0

This is not a stock recommendation. The above is an introductory information overview.
The reference currency rates are based on the yearly average of the free market exchange rates.
a) 2016-17 numbers are based on unaudited annual financial statements.
b) 2018 and 2019 numbers are based on Griffon Asset Management’s expectations.
c) On 23 July 2016, BORS was delisted from the IFB; it was listed on the TSE on 21 Dec. 2016.
Sources: Annual company accounts (Codal), TSE, Griffon Asset Management.

The Tehran Stock Exchange Company (TSE) was established in 2006
and was listed in 2013. The company has a rather complex
shareholder policy in that its shares are divided into three distinct
ownership groups: brokers, financial institutions and retail
shareholders. Each class trades under a different ticker symbol, and
each can be traded and owned only by the designated group
pertaining to that class. According to article 54 of The Securities
Market Act, no legal entity or person can own more than 2.5% of the
TSE’s outstanding shares. The latest financials show that 34.0%,
39.2% and 26.8% of the shares are owned by brokers, financial
institutions and retail shareholders, respectively. The brokers’ and
financial institutions’ share classes tend to trade at a premium
relative to the retail shareholders’ class.
The key drivers of the TSE’s revenue are the value and volume of
transactions. Its top line comprises fees generated from
transactions, brokers and issuers; transactions and services to
brokers represent about 68% and 25% of all revenue, respectively.
The transaction fee is 8 bps of the transaction value for equity and
derivatives trading (bonds are lower at 2.4 bps) with a cap of IRR
400m (~$10.6k). The “services to brokers” fee is determined by two
underlying fees: a fixed fee of IRR 25m (~$664) per trading terminal
(the terminals connect brokers to the exchange trading system; each
has a unique code) and a variable fee that is 10% of brokers’
commissions from client trades. There are also two applicable
revenue caps, one at the trading-terminal level and the other at the
broker level, which limit each broker’s maximum payout to the TSE.
Expenses are mostly fixed costs (salaries and rents are 70% and 20%,
respectively), so operational leverage is high. Additionally, the TSE’s
new headquarters is under construction and the estimated total
capex was IRR 2,728,800m (~$72m), of which 55% has been
completed. This will lead to a new, notable depreciation cost item in
its income profile.
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ABOUT GRIFFON CAPITAL

Griffon Capital is an Iran-focused asset management and private equity group established to unlock
value from the country’s public and private equity markets. Among Griffon’s primary objectives is to
allow local and international institutional investors the ability to seamlessly access and maximise
opportunities in Iran through purpose-built vehicles and investment products spanning traditional
and alternative assets.
The Group’s strength is rooted in a robust operating platform developed by leading international
advisors and are supported by internationally recognised administrators and auditors. Our platform
consists of a high-calibre team with deep local market expertise and an international financial
pedigree blended at the board, management and execution levels. This includes a management
team steeped in investment banking, wealth and asset management and corporate finance
experience. Griffon is also distinguished by on-the-ground local research and primary thinking and a
governance culture defined by global best practices in risk management, compliance and reporting.
Modaberan Homa is fully licensed and regulated by the Securities and Exchange Organization (SEO)
of Iran.
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DISCLAIMER

Please read this disclaimer carefully as it contains important
information about the Griffon Iran Flagship Fund SP ("Fund"), a
segregated portfolio of GIF SPC, its proposed investments in Iran and
the current international sanctions and restrictive measures in
relation to Iran.
This newsletter is strictly private and confidential, has been
prepared by Griffon Asset Management ("Investment Manager")
and is being provided to investors in the Fund on a confidential
basis. This newsletter is for information purposes only and should
not be construed as investment advice. All information provided
herein is as of the date set forth on the cover page (unless otherwise
specified) and is subject to modification, change or supplement in
the sole discretion of the Investment Manager. This information is
neither complete nor exact and is provided solely as reference
material with respect to the Fund.
This material does not constitute an offering of any security,
product, service or fund, including the Fund, for which an offer can
be made only by the Fund’s Confidential Private Placement
Memorandum (the “Confidential Memorandum”). The terms and
risk factors of the Fund are set out in its Confidential Memorandum
which is available to qualified prospective investors upon request.
The contents hereof are qualified in their entirety by the
Confidential Memorandum and subscription agreements of the
Fund.

The purchase of shares in the Fund is suitable only for sophisticated
investors for whom an investment in the Fund does not constitute a
complete investment program and who fully understand and are
willing to assume the risks involved in the Fund’s investment
program. The Class A Shares of the Fund are subject to restrictions
on redemption, transferability and resale as provided in the
Confidential Memorandum and the Fund's constitutive documents.
There is no secondary market for an investor’s shares in the Fund
and none is expected to develop. There is no obligation on the part
of any person to register the shares under any statute.
The performance results of certain economic indices and certain
information concerning economic trends contained herein are based
on or derived from information provided by independent third party
sources. The Investment Manager believes that such information is
accurate and that the sources from which it has been obtained are
reliable. The Investment Manager cannot guarantee the accuracy of
such information, however, and has not independently verified the
assumptions on which such information is based.
No reliance may be placed for any purposes whatsoever on the
information contained in this newsletter or on its accuracy,
completeness or fairness. No repr esentation or warranty, express or
implied, is given by or on behalf of the Fund, the Investment

Manager or any of their respective affiliates or partners with respect
to the accuracy or completeness of the information contained in this
newsletter. The aforementioned persons disclaim any and all
responsibility and liability whatsoever, whether arising in tort,
contract or otherwise, for any errors, omissions or inaccuracies in
such information or respective subsidiaries or affiliates may differ
significantly, positively or negatively, from forward-looking
statements made her ein. Due to various risks and uncertainties,
actual events or results or actual performance may differ materially
from those r eflected or contemplated in such forward-looking
statements.

As a result, you should not rely on such forward-looking statements
in making any investment decision. No repr esentation or warranty is
made as to the achievement or reasonableness of, and no reliance
should be placed on, such forward-looking statements. Nothing in
this newsletter should be relied upon as a promise or representation
as to the future.
Certain figures contained in this newsletter have been subject to
rounding adjustments. Accordingly, in certain instances, the sum or
percentage change of the numbers contained in this newsletter may
not conform exactly to the total figure given.
This newsletter may include track record information regarding
certain investments made and/or managed by the Investment
Manager or its affiliates and/or certain other persons. Such
information is not necessarily comprehensive and potential
investors should not consider such information to be indicative of
the possible future performance of the Fund or any investment
opportunity to which this document r elates. The past performance
of the Investment Manager or its affiliates is not a reliable indicator
of, and cannot be relied upon as a guide to, the future performance
of the Fund.
The Fund will not accept investments from any US Persons (as
defined in applicable legislation) or persons whose conduct is
subject to US economic sanctions (unless and until such investments
are authorised by the relevant US authorities).
This newsletter is only addressed to and directed at: (a) persons in
member states of the European Economic Area ("Member States")
who are "qualified investors" within the meaning of Article 2(1)(e) of
the Prospectus Directive (Directive 2003/71/EC, as amended
(including amendments by Directive 2010/73/EU to the extent
implemented in the relevant Member State)) provided that the
giving or disclosing of this newsletter to such person is lawful under
the applicable securities laws (including any laws implementing
Directive 2011/61/EU of the European Parliament and of the Council
of 8 June 2011 on Alternative Investment Fund Managers (the "AIFM
Directive")) in the relevant Member State ("Qualified
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Investors"); (b) within the United Kingdom, to persons who (i) have
professional experience in matters relating to investments and who
fall within the definition of "investment professionals" in Article
19(5) of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (as amended) (the "Order"), or (ii) are
persons who are high net worth entities falling within Article 49(2)(a)
to (d) of the Order, and/or (iii) persons to whom it may otherwise be
lawfully communicated and (iv) are "qualified investors" as defined
in section 86 of the Financial Services and Markets Act 2000, as
amended; and (c) other persons to whom it may otherwise lawfully
be communicated (all such persons referred to in (a) to (c) above
together being referred to as "Relevant Persons"). This newsletter
must not be made available to persons who are not Relevant
Persons. No person should act or rely on this newsletter and persons
distributing this newsletter must satisfy themselves that it is lawful
to do so. No steps have been taken by any person in respect of any
Member State to allow the Shares to be marketed (as such term is
defined in the relevant legislation implementing the AIFM Directive)
lawfully in that Member State.

delivered, certain of the international sanctions and restrictive
measures relating to Iran were eased or lifted on 'Implementation
Day', 16 January 2016, including the majority of previous EU and UN
sanctions on Iran. While this represented a significant relaxation of
the sanctions in place against Iran, a number of important
restrictions remain in force (including certain sanctions which may
affect financial and investment activity).

By accepting this newsletter you represent, warrant and agree that
you are a Relevant Person.

It is the responsibility of the recipient of this newsletter to satisfy
itself as to its compliance with the legislation of any relevant
jurisdiction or territory, including in particular regarding
international sanctions and restrictive measures, and to assess the
risk of the imposition of additional sanctions (including under the
JCPOA 'snapback' mechanism) that might affect any investment in
the Fund or its valuation or liquidity. It is the responsibility of the
reader to satisfy themselves that any business activities will not
expose them to liability under the laws of any state to which they
are subject.

The representative of the Fund in Switzerland is Hugo Fund Services
SA, 6 Cours de Rive, 1204 Geneva. The distribution of Class A Shares
in Switzerland must exclusively be made to qualified investors. The
place of performance for Class A Shares in the Fund distributed in
Switzerland is at the registered office of the Hugo Fund Services SA.
On July 14, 2015, the P5+1, the European Union, and Iran reached a
Joint Comprehensive Plan of Action ("JCPOA"). Subsequently,
following confirmation that relevant JCPOA commitments had been

In particular, notwithstanding the relaxation of sanctions on
'Implementation Day', certain categories of persons may be
prohibited from investing in the Fund. The Fund and Investment
Manager's policy is to comply with all applicable sanctions, and not
to engage in activity that would be sanctionable under the sanctions
applicable to non-US persons. Before making or managing any
investments in Iranian securities, the Fund and the Investment
Manager will put in place a robust compliance framework based on
professional advice with a view to ensuring that its activities and
investments are compliant with EU and applicable US sanctions and
restrictivemeasures in force from time to time regarding Iran.

Griffon Capital
T: +98 21 26231278
F: +98 21 26231275
E: info@griffoncapital.com
Unit 101,
No. 38, Golfam Street,
Africa Boulevard,
Tehran,
Iran
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