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If you are about to describe the
truth, leave elegance to the tailor

- Albert Einstein
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Derivatives — the Menu

e Defined as those securities whose values and cash
flows are determined by the behavior of other
securities, i.e. the underlying securities, including :

» Options
» Futures

» Swaps, including credit default swaps
e Alternative investment vehicles use other types of
transactions / securities including short sales,

convertibles
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Growth in Derivatives

Derivatives, 1998-2008
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MENA Asset Management Industry -

Trends for the Future

Development of investment product clusters
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A Hedge Fund with MENA Underlying?

e No short selling arrangements for stocks listed on any
exchange

e No options, or futures market of any meaningful nature
» Regulated vs Unregulated

» Exchange vs Over the Counter

e Swaps: only as part of the global marketplace
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Aren’t the Local Market Volatile Enough
Already - Why Derivatives?

e Derivatives have a legitimate role in risk management
e But users of such securities must be clearly defined
» Speculative versus genuine risk mitigation

» Use of leverage or ‘gaining’ leverage through derivatives

e ‘Final’ owners of risk must be competent and aware
owners

mashreq A\ Bynall

-



Controlling Risks to Financial System

e Transparency and disclosure standards must be
rigorous and defined

e Derivatives trading and clearing must be efficient
» Organized exchange
» Cost and price effective

e Regulating balance sheet and 'off balance sheet’
exposure

e Managing the size of exposures for banks and financial
intermediaries

e Identifying the nature of exposure for all other non-
financial entities
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Organized Exchange is the Way Forward

Standardization of products lead to efficient and low
cost solutions

Focus on a few standard and high demand products will
enhance liquidity

Allow for regulator to guide development of product
suite

Client segment and users / investors in derivatives can
also be controlled (licensing regime)
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Cost of Transactions:
Exchange Trading is the Way
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Global Derivatives Market -
Exchange vs OTC

% Underlying asset class
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The Journey has Just Begun

Absence of deep and liquid capital markets, both equity
and fixed income

Beginnings of OTC market for certain products

Opening of Saudi market will prove a fillip for
investment banks and derivative securities

The issue of ‘sharia’ compliant derivative securities

Human capital as a prerequisite for sound and balanced
development of derivative securities

Learning from the developed market experience -
someone always carries the risk - all risk cannot be
‘sold’ away!
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It does not matter how slowly you
go so long as you do not stop.

- Confucius
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Mashreq Asset Management

For more information, please contact:

Gayatri Banga Asad Khairi
Associate, Associate,
Marketing & Development Marketing & Development
Tel: +9714 207 8535 Tel: +9714 207 8461
GayatriB@mashregbank.com AsadKh@mashregbank.com

Imran Ahmed

Managing Director
Tel: +9714 207 8461
ImranA@mashregbank.com
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Appendix
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The Mashreq Arab Tigers Fund

Domiciled in Ireland, and established under the European Communities
UCITS (Undertakings for Collective Investment in Transferable Securities)
Regulations 2003 as amended

Listed on the Irish Stock exchange

Middle East based Investment Manager with intimate regional knowledge
and network

The Fund will build upon the track record of the existing Makaseb Arab
Tigers Fund (MATF)

Investment Strategy is bottom up, stock specific, and benchmark unaware

Country and sector allocations are driven by stock selection, no top down
reconstitutions
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Basic Facts — Makaseb Funds

Investment Manager

Legal Vehicle

Registrar

Administrator

Regulator
Listing

Dealing Frequency /
Reporting

Information Channels

Mashreq bank

Makaseb Funds Company BSC (c)
Deloitte - Bahrain

Ernst & Young - Bahrain

Gulf Investment Corporation - Kuwait
HSBC Middle East

Gulf Investment Corporation — Bahrain
HSBC Middle East

Central Bank of Bahrain
Bahrain Stock Exchange ("BSE")

Daily Dealing for the Makaseb Emirates Equity Fund & twice
weekly dealing for other funds; Monthly fact sheet

www.makaseb.com , Bloomberg, BSE
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Makaseb Arab Tigers Fund

STANDARD "
POOR'S m
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Sector Allocation

Consumer Discretionary, 4.5%

Financials, 23.8%

Consumer Staples, 9.9%
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Others, 0.3%

\ Cash, 13.0%
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£ 5353333533853 8§338s8 MATF  MSCI Arabian
Market Allocation Since inception return - Nov 05 { -43.5% -63.6%
YTD -5.8% -9.7%
e by QATAR, 7.2% 2008 -51.2% -55.0%
2007 39.0% 48.2%
UAE, To.o% 2006 -8.1% _40.7%
2005 (Since Nov 22, 2005) -3.8% 1.8%
EGYPT, 5.3%
JORDAN, 1.4% Volatility 16.5% 22.2%
OMAN, 2.2% CASH, 13.0%
Number of positions 19 152
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Makaseb Arab Tigers Fund rated AA by Standard & Poors
Note: Performance calculated as of January 29, 2009
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STANDARD

Makaseb Emirates Equity Fund™

Since inception performance

Industry Allocation

150.0% T Energy, 8.8%
Telecom , 24.9% Industrials , 7.4%
100.0% T Others, 0.7%
Utilities , 8.3% Cash, 6.4%
50.0% 1
Financials, 43.5 %
0.0%
-50.0%
'muﬂ%_"“"’"‘“"’““a*’asssssEsssasaaa
P T % & £ £
BPELPIiP5ic838552558855288% MEEF MSCI UAE
Asset Allocation Since inception return -54.61% -56.77%
MTD return -3.91% -10.41%
2008 return -72.70% -68.84%
Cash, 6.4%
2007 return 50.19% 43.25%
Equity, 93.6% 2006 return -42.35% -44.48%
2005 return 99.86% 94.71%
Dispersion of return 34.27% 33.13%
Number of positions 14 21
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STANDARD

LPOOR’S

Makaseb Qatar Equity Fund

Since inception performance Industry Allocation
40.0% 7 =hB|eQr:iFl'l'narI(
Industrials , 9.5%
Telecom, 13.5% Utilities, 10.8%
Cash, 1.8% Energy, 3.8%
Financials, 60.6%
_ MQEF MSCI Qatar
Asset Allocation
Return since inception - June 05 -53.79% -50.55%
2008 return -28.33% -28.26%
Cash, 1.8% 2007 return 47.13% 47.32%
2006 return -39.15% -42.63%
Equity, 98.2%
2005 return -3.34% 7.72%
Dispersion of return 23.27% 23.02%
Number of positions 9 13
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Makaseb Emirates Opportunities Fund

Since inception performance Industry Allocation

20.0% T = EOF
== RBenchmark

Other, 0.7%

Financials, 4.4%

Transport, 6.4%

Cash 88.5%
Asset Allocation MEOF MSCI UAE
Domestic
Return since inception - -72.18% -78.60%
June 05
2008 return -64.63% -68.84%
Equity, 11.5%
2007 return 55.5% 43.2%
e e 2006 return -44.5% -44.5%
2005 return -8.9% -4.9%
Dispersion of return 50.7% 45.2%
Number of positions 3 21

Note: Performance calculated as of January 28, 2009 mashmq ,.-,\ " u]"'“'AJI



Disclaimer

The information herein is believed to be reliable and has been obtained from sources believed to be
reliable, but we make no representation or warranty, express or implied, with respect to the fairness,
correctness, accuracy reasonableness or completeness of the information and opinions. We have no
obligation to update, modify or amend this publication or to otherwise notify a reader in the event that
any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate. The presentation is provided for information purposes only. It is not an
offer to sell, or a solicitation of an offer to buy, any security, nor to enter into any agreement or contract
with Mashreq Bank and/or Makaseb Funds Company BSC. Any offering or potential transaction that may
be related to the subject matter of this presentation will be made by a separate and distinct
documentation and in such case the information contained herein will be superseded in its entirety by
such documentation in final form. Any terms and conditions of any offering or transaction discusses
herein are subject to change without notice.

An investment in a Mutual Fund is speculative and involves a high degree of risk. When considering
investment in a Mutual Fund you should consider the fact that some Mutual Fund products use speculative
investment practices that may increase the risk of investment loss and that investment in Mutual Funds
can be illiquid. Returns from Mutual Funds can be volatile and you may lose all or a portion of the
investment.

This document does not constitute an offer to sell, or solicitation of an offer to buy, securities in any
jurisdiction in which such offer or solicitation would be unlawful. The Funds have not been and will not be
registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), and the Funds may
not be offered or sold within the United States, except to qualified institutional buyers ("QIBs”) as defined
in, and in reliance upon, Rule 144A (“Rule 144A") under the Securities Act or outside the United States in
offshore transactions as defined in, and in reliance upon, Regulation S under the Securities Act
(“"Regulation S”). Prospective purchasers are hereby notified that sellers of the Funds may be relying on
the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A.
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