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Trending market is the best friend of an investor. In the absence of short-selling, investors
can only earn when the market is trending up. However for number of quarters, investors
are left nursing their bleeding portfolios with no end in sight. Q4 of 2008 did the maximum
damage. Q1 2009 was less catastrophic. Although six of the seven GCC indices closed in
the red, three of them had single digit losses while Abu Dhabi actually registered gains.

Compared to the gloomy and jittery fourth quarter performance of 2008, the first quarter
of 2009 provided some breathing space to investors. GCC indices on an average lost
10.1% in Q1 2009 which is one third of the 37.67% loss they faced in the last quarter of
2008. Dubai stock market index was the worst hit in the last quarter of 2008 falling as
much as 60%, whereas Doha stock market index had the lowest fall of 26%. However, in
Q1 2009, other GCC markets were able to give some respite to investors, while Doha stock
market index surpassed its Q4 2008 fall by dropping 29%.

The standard deviation and the difference between the maximum and minimum daily
returns also declined in Q1 2009 from Q4 2008 levels suggesting lower risk levels and
prevalence of buy and hold strategy. In spite of the fall, the standard deviations are at
above average levels, suggesting that investors are holding on their stock but the level of
confidence in the market needs further improvement.

Except for Abu Dhabi stock market index which saw a 2% increase in market capitalization
(in USD terms) in Q1 2009, all the other GCC indices have faced decline in market
capitalization with Doha stock market index loosing as much as 29% of its market cap (in
USD terms).

Given the fact that all the GCC markets are trading at P/E and P/B ratios lower than the Q4
2008 levels and that there are positive signs of recovery from the financial markets all
over the world, this looks like a good time to venture into the regional markets and
conduct some cherry picking exercise. As on 31% March 2009, Dubai Financial Market stock
index had the lowest P/E and P/B ratios, whereas, TASI and Doha stock market indices had
the maximum P/E and P/B ratios respectively.

Banking sector across the region registered losses for Q1 2009 with Qatar and Saudi
Arabian banking sector registering maximum and minimum losses respectively. Except for
four sectors in Saudi Arabia, two in Kuwait and three in Abu Dhabi, all the other regional
sector indices declined in Q1 2009.

The nine sectors with positive Q1 2009 returns were cement, hotel and tourism, insurance
and industrial investment in Saudi Arabia; health care, energy and telecom in Abu Dhabi;
and food and transportation in Kuwait. The energy and telecom sector in Abu Dhabi
registered quarterly returns of 52% and 33% respectively, which are the highest and
second highest sector returns in the region for Q1 2009. The worst performing sector in
the region for Q1 2009 was materials sector of Dubai (-40%) followed by the banking
sector of Qatar (-32.4%o).

Bahrain Stock Market Index 1.3% 2.5% -13.9% -26.7% -11.5%
Kuwait Stock Market Index 13.8% 8.2% -16.9% -39.4% -13.3%
Muscat Stock Market Index 11.8% 12.1% -25.0% -35.9% -14.9%
Doha Stock Market Index -0.3% 24.2% -2.5% -26.1% -29.0%
Tadawul All Share Index -18.5% 4.0% -20.2% -35.6% -2.1%
:Jrﬁfe)'( AR HIRIES SL S 0.1% 8.7% -20.1% -39.6% 4.1%
:JrﬁjEe)'( Broal il St -9.8% 1.7% 24.2% -60.4% 4.1%
(Source: Bloomberg, FALCOM Research)
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All the GCC indices registered positive returns in the second quarter of 2008, mainly due to
high oil prices. All the market indices except for Abu Dhabi stock market index posted
negative returns in the last three quarters. The fourth quarter of 2008 was a nightmare for
the regional financial markets as all the regional indices registered sharp falls. Except for
Qatar stock market index, all other regional indices registered improved g-o-q returns in
Q1 2009.
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Bahrain Stock Market Index - Q1 2009
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(Source: Bloomberg, Zawya, Bahrain Stock Exchange, FALCOM Research)

» Bahrain Stock Market Index lost over 11.5% of its value in Q1 2009 after shedding
26.7% in Q4 2008.

» The slight decline in volatility is evident from the fact that the standard deviation of
daily returns and the difference between maximum and minimum daily returns
decreased in Q1 2009 from Q4 2008 levels.

» The market capitalization in dollar terms of the index was down 8% from USD
18,757 million to USD 17,257 million in Q1 2009.

» The P/E, P/B and dividend yield declined in Q1 2009 mainly due to the decrease in
market capitalization.

» The average daily trading volume declined by 57% in Q1 2009.

» Insurance and Banking sectors had the maximum and minimum returns for the
first quarter respectively; Banking and Insurance sectors had the maximum and

minimum standard deviation of daily returns respectively. All the sectors registered
losses in Q1 2009.

» Banking sector had the maximum return correlation with the index; also Industrial
sector had negative correlation with the main index.

Banks Hotel_s - Industrial Insurance Investment Services Index
Tourism

Quarterly return -18.1% -2.8% -5.8% -2.7% -6.8% -13.4% -11.5%
AEREGE Eif CENlY -0.3% 0.0% -0.1% 0.0% -0.1% -0.2% -0.2%
returns
SRR CREe 0.01 0.01 0.01 0.00 0.01 0.01 0.01
of daily returns
Return correlation

0.73 0.02 -0.14 0.06 0.70 0.34 1.00

with main index
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Kuwait Stock Market Index - Q1 2009
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Return Analysis A
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. Wor-------~fMAtF----r--"-fff-—-- "R k-—-
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(Source: Bloomberg, Zawya, FALCOM Research)
» Kuwait Stock Market Index lost over 13% of its value in Q1 2009 after shedding
39.4% in Q4 2008.
» The decline in volatility is evident from the fact that the standard deviation of daily
returns and the difference between maximum and minimum daily returns
decreased in Q1 2009 from Q4 2008 levels.
» The market capitalization in dollar terms of the index was down 15.4% from USD
115,478 million to USD 97,702 million in Q1 2009.
» The P/E, P/B and dividend yield declined in Q1 2009 mainly due to the decrease in
market capitalization.
» The average trading volume also declined by 7.1% in Q1 2009.
» Food and Insurance sectors had the maximum and minimum returns for the first
quarter respectively; Food and Non Kuwait sectors had the maximum and
minimum standard deviation of daily returns respectively. All the sectors except
Food registered losses in Q1 2009.
» Investments sector had the maximum return correlation with the index; whereas
Non-Kuwait sector had the minimum.
Banks Investments Insurance# el Industrial Services Food Non_ Index
Estate Kuwait
Quarterly return -8.2% -25.1% -27.9% -22.0% -14.8% -10.4% 10.9% -3.9% -13.3%
Average of daily returns -0.1% -0.5% - -0.4% -0.2% -0.1% 0.2% -0.1% -0.2%
Standard deviation of daily 0.03 0.02 - 0.02 0.02 0.03 0.03 0.01 0.01
returns
Return correlation with main 0.83 0.91 - 0.90 0.91 0.73  0.68 0.50 1.00

index
#data not available for all dates.
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Muscat Stock Market Index - Q1 2009
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(Source: Bloomberg, Zawya, FALCOM Research)

» Muscat Stock Market Index lost 15% of its value in Q1 2009 after shedding 35.9%
in Q4 2008.

» The decline in volatility is evident from the fact that the standard deviation of daily
returns and the difference between maximum and minimum daily returns
decreased in Q1 2009 from Q4 2008 levels.

» The market capitalization in dollar terms of the index was down 15.5% from USD
11,318 million to USD 9,566 million in Q1 2009.

» The P/E, P/B and dividend yield declined in Q1 2009 mainly due to the decrease in
market capitalization.

» The average trading volume however increased by over 50% in Q1 2009.
However, the volumes are significantly lower than UAE, Saudi or Kuwait indices.

» Industrial and, Services and Insurance sectors had the maximum and minimum
sector returns for the first quarter respectively; Industrial sector had the maximum
standard deviation of daily returns. All the sectors registered losses in Q1 2009.

» Services and Insurance sector had the maximum return correlation with the index,
also all the sectors had relatively low correlations with the main index.

Banks and Services and

Investments Jectd Insurance 17823
Quarterly return -11.3% -8.4% -17.0% -14.9%
Average of daily returns -0.2% -0.1% -0.3% -0.2%
Standard deviation of daily returns 0.03 0.03 0.02 0.02
Return correlation with main index 0.31 0.40 0.52 1.00
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Doha Stock Market Index - Q1 2009

7,500 - r 30
Performance Indicators
7,000 - t 25
Close 6,886 4,887 o
High (daily close for th 85001 20 §
ig aily close for the | <7 =
quarter) 8,808 Sz 6,000 £
. F15 g
Low (daily close for the 5,505 4,230 5,500 2
quarter) l10 S
. 5,000 - 3
Average Daily Volume 8 10 >
(million) 4,500 - 5
:noiltl";‘(')r':garketcap(USD 54,622 38,582 4,000 =7 T e e e e 0
f 52 ¢ 2 2 =2 =
Valuation Indicators ¥ 3 - 9 = s 2
P/E 7.9 7.5 VOLUME Doha Stock Market Index
P/B 1.7 1.6 Daily Returns for Q1 2009
Dividend Yield (%) 6.3% 5.9%
10% A
Return Analysis 80 4
Quarterly Return (%) -26.1% -29.0% S N | ey
F O e A e iy | it
Average Daily Return (%) -0.43% -0.49% 2% -

0% T T T " N

Standard Deviation of 0.04 0.03 2% 5 -5\

S
Daily Returns AN N A s
i i -4%~<rffj~1;.3f}:\‘r—g——w——gfarfﬁ.fféffﬁ,,mu,,?d{
I\/[IJaX|mum Daily Return 9.88% 8.85% P70 AR VAN | SR S S S B RO B
(%0) -8% 1
. . 0% L -
Minimum Daily Return (%) -8.93% -8.26%

(Source: Bloomberg, Zawya, FALCOM Research)

» Doha Stock Market Index shed 29% of its value in Q1 2009 after loosing 26.1% in
Q4 2008. It experienced the biggest fall in Q1 2009 among all the GCC markets.

» The decline in volatility is evident from the fact that the standard deviation of daily
returns and the difference between maximum and minimum daily returns
decreased in Q1 2009 from Q4 2008 levels.

» The market capitalization in dollar terms of the index was down 29.4% from USD
54,622 million to USD 38,582 million in Q1 2009.

» The P/E, P/B and dividend yield declined in Q1 2009 mainly due to the sharp
decrease in market capitalization.

» The average trading volume however increased by over 25% in Q1 2009.

» Industrial and Banks sectors had the maximum and minimum sector returns for
the first quarter respectively; Industrial sector had the maximum standard
deviation of daily returns. All the sectors registered relatively high losses in Q1
2009.

» Banking sector had the maximum return correlation with the index followed by
industrial and services sector. Insurance sector had the minimum return
correlation with the index.

Banks Insurance Industrial Services Index
Quarterly return -32.4% -32.2% -22.8% -23.7% -29.0%
Average of daily returns -0.6% -0.6% -0.3% -0.4% -0.5%
Standard deviation of daily returns 0.03 0.03 0.04 0.03 0.03
Return correlation with main index 0.98 0.68 0.93 0.91 1.00
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Q1 2009
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(Source: Tadawul, FALCOM Research)

> TASI declined by 2.1% in Q1 2009 to close at 4,704 on 31" March 2009.

» The volatility of daily returns declined in Q1 2009 as compared to Q4 2008. This is
evident from the lower standard deviation and difference between the maximum and
minimum daily returns.

» The percentage of floated market capitalization declined in Q1 2009 (34.8%) from Q4
2008 levels (37.2%).

» Market capitalization of TASI decreased from USD 246,338 million, to USD 235,766
million in absolute terms and 4.3% in % terms. Atheeb Telecom, the newly listed
telecom company had a market capitalization of SR 1,420 million as on 31% March
2009 with a contribution of 0.14% to total TASI market cap.

» Q1 2009 P/E ratio, P/B ratio and dividend yield declined slightly from Q4 2008 levels
mainly due to decrease in market capitalization.

» Media and Publishing and Building and Construction had the maximum and minimum
quarterly returns for the first quarter respectively.

» Petrochemical sector had maximum return correlation with the index followed by
banking and financial services, industrial investment and real estate.

E\.anks.& Petroch ) ISMETER) Telecom agriculture Bulding & Hotel &  Industrial Multi- RiSElE Real
Financial . Cement Retail 2 Insurance : And Transport TASI
. emical L 2 IT % Food  Construct Tourism Inwestment Investment . Estate

Services Utilities Publishing
Quarterly return -1.5% -3.8% 6.8% -2.8% 9.5% -5.1% 13.5% -1.8% -15.7% 8.6% 0.8% -4, 5% 14.8% -5.9% -1.1% -2.1%
rAthirriie of daily 0.0% 0.0% 0.1% 0.0% 0.1% -0.1%  0.2% 0.0%  -0.2%  0.2% 0.0% 0.0% 0.2% -0.1% 0.0% 0.0%
Standard
deviation of daily 0,02 0,03 0,02 0,02 0,01 0.0z 0.03 0,02 0.02 0,03 0.03 0,02 0.03 0.02 0,02 0,02
returns
RS EEEIER 0.95 0.9 070 0.81 0.65  0.81 0.71 0.83 0.92  0.46 0.92 0.81 0.62 0,90 0.74 1,00

with main index
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Abu Dhabi Index - Q1 2009
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(Source: Bloomberg, Zawya, FALCOM Research)

» Abu Dhabi stock index gained 4.1% in Q1 2009 as apposed to the other GCC
indices which reported decline in values.

» The volatility (measured as standard deviation of daily returns for the quarter) and
the difference between the maximum and minimum daily returns also declined
from quarter-to-quarter.

» The total market capitalization in dollar terms increased by 2.2% from USD 68,019
million in Q4 2008 to USD 69,529 million in Q1 2009.

» P/E and P/B ratios declined in the first quarter instead of increasing market
capitalization depicting increase in earnings and book values of the listed
companies.

» The average trading volume also declined by over 15% in the first quarter of 2009.

» Energy and real estate had the maximum and minimum sector returns for the first
quarter respectively; they also had maximum standard deviation of daily returns,
signifying high risk.

» Banking sector had maximum return correlation with the index followed by
telecom, energy and real estate. Healthcare and Industrial sector had a negative
return correlation with the main index.

Banks ksl Cor!struct cor Industrial Rizel el Energy Telecom Index
e ion er Estate Care
Quarterly return 5.8%  -5.1% -23.0%  -0.3% -16.2% -30.2% 1.1%  52.2%  33.4% 4.1%
ﬁ;’tirr"’r‘]%e B ey -0.08% -0.08%  -0.38%  0.03% -0.27% -0.50%  0.04%  0.76%  0.51% 0.08%
SR BEEI 0.02 0.01 0.03 0.03 0.02 0.04 0.02 0.04 0.03  0.02
of daily returns
RN EEMEEIToT 0.82 0.05 0.42 0.35 -0.03  0.76 -0.06 0.76 0.80  1.00

with main index
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Dubai Financial Market Index - Q1 2009
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(Source: Bloomberg, Zawya, FALCOM Research)

» Dubai Financial Market Index shed 4% of its value in Q1 2009 after loosing 60% in
Q4 2008.

» The decline in volatility is evident from the fact that the standard deviation of daily
returns and the difference between maximum and minimum daily returns
decreased in Q1 2009 from Q4 2008 levels.

» The market capitalization in dollar terms of the index was down 10.6% from USD
36,580 million to USD 32,705 million in Q1 2009.

» The P/E, P/B and dividend yield declined in Q1 2009 mainly due to the decrease in
market capitalization.

» The average trading volume also increased by over 22% in Q1 2009.

» Transportation and materials had the maximum and minimum sector returns for

the first quarter respectively. Real estate and utilities had the maximum, whereas
consumer/stables had the minimum standard deviation of daily returns.

» Real Estate sector had maximum return correlation with the index followed by
investment and transport. Materials sector had negative return correlation with the

main index.
ClorELTER Banks MSUETE | IMYEEIE Tran_spor Materials el Telecom  Utilities Index
Staples & nt tation Estate
Quarterly return 15.2% -4.1% -1.1% -14.6% 16.6% -39.9% -4.2% 4.1% 11.5% -4.1%
rAe"tirrar‘ge G CEY 0.24% -0.06% -0.02% -0.17%  0.32% -0.80%  0.04%  0.12%  0.29% -0.04%

Standard deviation

- 0.01 0.01 0.01 0.04 0.04 0.02 0.05 0.03 0.05 0.02
of daily returns

Return correlation

- L 0.12 0.77 0.71 0.89 0.85 -0.06 0.96 0.70 0.68 1.00
with main index
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Risk, Return and Market Capitalization (USD million) for Q1 2009

10% -
Abu Dhabi
5% Saudi Arabia (TASI)
0% T T T T 1
0.005 0.01 0.015 @ 0.03 0.035
-5% |
Dubai

@

-15% 1 Bahrain

Kuwait Oman (MSM 30)

Returns

-20% A

-25% 1

Qatar (DSM)
-30% 1

-35% 1
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(Source: Bloomberg, Zawya, FALCOM Research)

» X axis is the standard deviation of daily returns of the indices for the first quarter
of 2009.

» Y axis is the quarterly return for the indices in the first quarter of 2009.

> Size of the bubble represents the market capitalization of the indices as on 31% of
March 2009.

» The higher the quarterly return, the better it is, which means the higher the bubble
on the y-axis, the better the index performed during the quarter. Abu Dhabi index
had the maximum return in Q1 2009, it was the only index with positive return, all
the other indices recorded negative returns.

» The lower the risk the more favorable it is, which means, the closer a bubble to the
origin on the x-axis, the lower risk it has. Bahrain stock market index had the
minimum risk and Doha stock market index has the maximum risk.

» The smaller the size of the bubble the lower the market capitalization. TASI of
Saudi Arabia had the maximum market capitalization and Muscat Stock Market
Index (MSM 30) had the minimum.

» This chart will help an investor analyze the attractiveness of regional indices (in
absolute terms or in comparison with each other) with respect to the risks, returns
and market capitalization.
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Valuation Ratios

1.8

Qatar (DSM)
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0.6 \ \ \ \ \ \ \ \

(Source: Zawya, Bahrain Stock Exchange, Tadawul)

» X axis is the P/E ratio for the indices as on 31° March 2009.
Y axis is the P/B ratio for the indices as on 31° March 2009.

> Size of the bubble represents the dividend yield of the indices as on 31°%' of March
2009.

Y

» Dubai Financial Market Index had the lowest P/E ratio and TASI had the highest
P/E ratio on 31°" March 2009.

» Dubai Financial Market Index had the lowest P/B and Doha Stock Market Index had
highest P/B ratio on 31° March 2009.

» Kuwait Stock Market Index had the highest dividend yield and TASI had the lowest
dividend yield on 31°% March 2009.

» This chart will help an investor analyze the attractiveness of regional indices (in
absolute terms or in comparison with each other) with respect to the valuation
ratios.
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P/E — Price to Earnings Ratio. For TASI and sectors, it has been sourced from
Tadawul and doesn’t include the loss making companies. For Bahrain stock index,
it has been sourced from Bahrain stock index website and for all other indices, it is
sourced from Zawya.

P/B — Price to book value ratio. For TASI, the value is sourced from Tadawul, for
Bahrain stock exchange, it is sourced from Bahrain stock exchange website and for
other indices, it has been sourced from Zawya.

Close — Closing Price on last trading day of the quarter.
% Floated - % of Total Market Capitalization which is floated.

Return Correlation with TASI — Correlation coefficient between the daily TASI
returns and daily returns of a sector or a company. High correlation coefficient
indicates that the returns of that company/sector move in tandem with the TASI
returns and lower correlation coefficient indicates a mismatch between the
movement of sector/company returns and TASI returns.

NPM — Net Profit Margin.

Return correlation with main index — Correlation of daily sector returns with the
daily returns of the respective regional index for the quarter.

Standard deviation of daily returns — Standard deviation of daily returns expressed
as a fraction.
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DISCLAIMER

“All rights reserved. This research document is prepared for the use of clients of FALCOM Financial
Services and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form
or manner, without the express written consent of FALCOM Financial Services. Receipt and review of
this research report constitutes your agreement not to redistribute, retransmit, or disclose to others
the contents, opinions, conclusion, or information contained in this report (including any
recommendation, estimates or price targets) prior to public disclosure of such information by FALCOM
Financial Services. The information herein was obtained from various sources believed to be reliable
but we do not guarantee its accuracy. FALCOM Financial Services makes no representations or
warranties whatsoever as to the data and information provided and FALCOM Financial Services does
not represent that the information content of this document is complete or free from any errors.

This research report is for general information only. Neither the information nor any opinion expressed
constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment
products related to such securities or investments. It is not intended to provide personal investment
advice and it does not take into account the specific investment objectives, financial situation and the
particular needs of any specific person who may receive this report. Investor should seek financial
advice regarding the appropriateness of investing in any securities, other investment or investment
strategies discussed or recommended in this report and should understand that statements regarding
future prospects may not be realized. Investor should note that income from such securities or other
investments, if any, may fluctuate and that price or value of such securities and investments may rise
or fall. Accordingly, investors may receive back less than originally invested.

Our Research documents and reports are subject to change without notice.”
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