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periods till an investment reaches its optimal value.
PE interacts with all facets of the local economy
from regulators to labour unions, tax collectors and
banks. PE cannot, in times of crises, hastily divest its
holdings as opposed to investors in listed securities.

Ever since the acronym ‘BRICs’ was coined to depict
a group of emerging markets with highest signs of
growth, alternative asset class managers have devised
strategies to capture the anticipated opportunities. In
the aftermath of the Arab Spring, we are proposing
to coin ‘MUST’ as the MENA region’s most attractive
investment destinations. A select number of regional
markets have risen above their peers. They form amongst
them the most craved markets for both institutional
and individual investors especially for private equity
(PE). These markets are namely, Morocco, United Arab
Emirates, Saudi and Turkey (‘MUST’).

More than a mere capital allocation is at stake for
a PE firm when deciding on an emerging market
destination. PE investors have significantly vested
interests in the longevity and the regulatory
frameworks of their target markets. In this regard
multiple factors, at varying degrees, bring the MUST
markets closer and render them prime destinations
for PE investors.

Countries that were most affected by the Arab Spring
namely, Libya, Yemen, Tunis, Egypt and Syria had
much more in common than mere geography or
language. Striking similarities included iron-fisted
leaders, subservient security services, and rubber-stamp
institutions. Each also thrived on crony capitalism
where a close circle of protégés controlled vast sectors
of the economy from manufacturing to services. It
mattered not whether said countries were resource-rich
(Libya) or demographically rising (Egypt). In the final
hours, it was the unsustainable political structures and
the rigged business environments that did them away.
The nemesis of PE is not risk but instability and unlevelled playing fields. Unlike other asset classes,
PE is a ‘sticky’ business in terms of long holding
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Sustainable (not ideal) structures: forms of governing
that are most adaptable to change will survive
in this age of nanotechnologies and information
superhighways. Morocco and Turkey have managed
delicate transitions from military rule and absolute
monarchy, to a middle ground that fosters stability.
Saudi and the United Arab Emirates enjoy strong
legitimacies in their ruling systems; and a social
protocol that has remained unbroken. Nationals
from all classes are encouraged to enter all business
sectors, gain education, travel freely and count on
their institutions for support in dire times. The rising
middle classes in all MUST markets are only proof of
these policies.
Growing domestic economies: economic growth
is defined as the increase in the amount of goods
and services produced over time. It is measured as
the percent rate of increase in real GDP. Economic
growth is chiefly attributed to: population growth,

accumulation of capital and increased productivity.
Over the period 2006 to 2011 the real GDP of the
MUST markets have steadily risen. For instance
Morocco and Saudi have registered an average GDP
growth of 4.2% and 3.5%, respectively in the past
5 years (2007-2011), according to the World Bank.
In contrast, ex-MUST markets such as Tunis and
Yemen have recorded an average GDP growth of 3%
and 1.6%, respectively during the reviewed period.
Sound regulations and attractive incentives program:
at varying degrees all the MUST markets have adopted
legislations that are favourable to investors in terms
of tax incentives, free-zones, foreign ownership levels,
and the enforcement of contractual obligations. Saudi
Arabia General Investment Authority is the most
striking example of such forward leap in cutting red
tape and enticing foreign investors without the need
for a local sponsor. These frameworks are key for
increased levels of capital flows, for heightened M&A
activity and for encouraging long-term investments
by nationals and foreigners alike. The 2012 UNCTAD
World Investment Report ranks Turkey, Saudi, and
the United Arab Emirates, in 7th, 15th, and 19th
positions in the world economy in terms of inward
FDI potential in 2011. Syria ranked 55th.
‘MUST’ markets in MENA cannot sustain an upward
curve, at all times, irrespective of their regional
context; however they will continue to act in the
foreseeable future as lightning rods for PE investors
and as model markets for neighbouring countries.
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