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Economic Outlook
e GCC countries account for approximately 40% of global
oil reserves

e However, GCC countries are trying to diversify their eco-
nomic activity away from oil sector to other sectors
such as the financial industry and tourism

e Surging oil prices have helped GCC economies in re-
cent years and have triggered extensive infrastructure
expenditure

e The collapse in commodity prices in 2008 has led to a
reversal of fortunes. Highly levered Dubai has come
into difficulty

Equity Markets

e GCC stock markets have outperformed the MSCI World
in 1Q10. Performance has been rather mixed across
countries

e In 2009 GCC equities have underperformed relative to
Emerging Markets but traded in line with MSCI World

e Valuations for GCC stock markets are slightly cheaper
than the MSCI World and the MSCI Emerging Markets

e Demand for investments into the region is subdued due
to the financing problems of Dubai.

Note: Performance and valuation data is sourced from Datastream as of 31 March 2010
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Earnings growth and market valuation

Country / Region Market Value in Trailing Dividend Price to Price to

million USD p/e ratio yield in % book ratio cashflow
Bahrain 1831 -42.9 3.7 1.0 7.1
Kuwait 39 059 23.5 2.5 1.9 9.1
Oman 4473 12.4 3.9 2.0 5.5
Qatar 12 461 12.6 4.6 1.9 5.9
Saudi Arabia 105 454 28.4 3.1 2.3 14.5
UAE 14 868 11.8 2.3 0.9 9.7
MSCI Arabian 161 112 20.2 3.1 2.1 10.3
MSCI EmMa 3330 230 20.6 2.0 2.1 10.9
MSCI World 22 357 470 21.2 2.3 1.9 10.0

Source: Datastream, Sarasin
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Bahrain

Area 741 sq km
Population (July 2009 est.) 727 785
GDP (PPP) 2008 in USD 26.89 billion
GDP per capital 2008 in USD 37 400
Market value in mil USD 1831

Source: MSCI, CIA World Factbook
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Economic Outlook

e Smallest oil & gas reserves in GCC, but Bahrain is an
important financial centre in the region with financial
corporation generating one third of non-oil GDP

e Growth in Bahrain may slow in the near future as it is
most vulnerable to financial deleveraging and does not
gain from oil prices

e Since 2001 the Bahraini Dinar is pegged to the USD.
As a result the Bank of Bahrain is forced to mimic US
monetary policy

Equity Market

e The stock market of Bahrain has been volatile in the
last few months and has strongly underperformed other
emerging markets

e Within the MSCI Arabian, Bahrain is one of the cheaper
markets based on dividend yield and price to book ra-
tios

e Within the MSCI Bahrain there are only two sectors.
The sector composition is extremely biased towards fi-
nancial stocks
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Kuwait

Area 17 818 sgq km
Population (July 2009 est.) 2 691 158
GDP (PPP) 2008 in USD 149.5 billion
GDP per capital 2008 in USD 57 500
Market value in mil USD 39 059

Source: MSCI, CIA World Factbook
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Economic Outlook

e Kuwait has the second largest oil reserves in GCC and
is heavily dependent on oil exports as the economy is
poorly diversified

e The fall in oil prices has led to a contraction of GDP in
2009 but the rebound in prices bodes well for 2010

e Kuwait has the most flexible exchange rate regime in
GCC. The Kuwaiti dinar is pegged against a (non-
disclosed) basket of currencies and is likely to appreci-
ate against the dollar

Equity Market

e The stock market of Kuwait was a relative underper-
former within the gulf region in the last six months and
underperformed emerging markets in 2009

e Valuation, based on a trailing P/E ratio, is high com-
pared to other markets. Kuwait trades at a premium to
the MSCI World

e Within the MSCI Arabian, Kuwait is one of the more ex-
pensive markets based on dividend yield and trailing
p/e ratios

e Within the MSCI Kuwait the key sectors are financials
and telecom. The sector composition is extremely bi-
ased towards financial stocks
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Area

309 500 sq km

Population (July 2009 est.) 3418 085
GDP (PPP) 2008 in USD 66.87 billion
GDP per capital 2008 in USD 20 200
Market value in mil USD 4473

Source: MSCI, CIA World Factbook
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Economic Outlook

e Oman’s GDP growth has slowed significantly in 2009
but rising oil prices could lead to a trend-reversal in
2010

e The government is pursuing extensive infrastructure
projects in order to diversify its oil dependent economy

e The economy has experienced the slowest population
growth of all GCC as the government tries to substitute
foreign by domestic skilled labour force

Equity Market
e The stock market of Oman was an average performer
within the gulf region in the last six months

e Due to the stock market correction in 2008 the trailing
P/E ratio fell significantly. Oman still trades at a dis-
count to MSCI World

e Within the MSCI Arabian, Oman is one of the average
valued markets based on dividend yield and price to
book ratios

e The MSCI Oman has a mix of financials, industrials,
telecom and materials. The sector composition is bi-
ased towards financial stocks
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Area 11 586 sq km
Population (July 2009 est.) 833 285
GDP (PPP) 2008 in USD 91.55 billion
GDP per capital 2008 in USD 111 000
Market value in mil USD 12 461

Source: MSCI, CIA World Factbook
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Economic Outlook
e Qatar has weathered the financial crisis relatively well

e Qatar has the third largest gas reserves in the world,
but tries to diversify into the financial industry and tour-
ism

e The strong fall in inflation has removed some pressure
from the peg of the Qatari riyal against the USD

Equity Market
e The stock market of Qatar has been an average per-
formers within the gulf region in the last six months

e Valuations have steadily risen since 2007 but since the
de-rating in 2008/09 Qatar is one of the cheaper mar-
kets based on a trailing P/E ratio

e MSCI Qatar trades at a discount to both MSCI World
and MSCI Emerging Markets on most valuation meas-
ures

e MSCI Qatar has a significant weighting in telecom, in-

dustrials and energy. However, the sector composition
is heavily biased towards financial stocks

11



Chartbook Gulf Countries

GDP Growth
25
20 1
15
10 L1
5  —
0 "2001 '2002 ' 2003 2004 '2005 2006 2007 '2008 2009 "'
[ Qatar GDP growth yoy%
Interest and exchange rates
10 4.00

6 3.70
- etmntactus 7Y || ittt demiesdesiesssa e cotesiass e e Y
3.60
a
3.50
3

2 3.
72002 T 2003 ' 2004 ' 2005 ' 2006 ' 2007 ' 2008 ' 2009 ' '
Qatar bank lending rate
___ Qatar discount rate
— — Qatari Rial to US Dollar (r.h. scale)

Relative market performance (in USD)

110

100

90

o)
. 1))
- VAN
" M Y,

o N Mgy

30
' 2006 j 2007 " 2008 j 2009 j '
MSCI Qatar relative to MSCI World
MSCI Qatar relative to MSCI| Emerging Markets

12

Inflation

14

12

10

72000 2001 "2002 2003 2004 2005 '2006 '2007 ' 2008 "2009 "'

Qatar CPI yoy %

Equity market performance (in USD)

240

220

200

180

160

140

120

100

80

0
' 2005 " 2006 T 2007 " 2008 " 2009
S&P IFCG Qatar index

Equity market valuation

45

2010’

40 _

35

30

25

. I

N [PE
15 _r— AL _——F ! ,_IJJ

e 1~
i~ | — =
- |
\:’L,\'\_\_’\ ,-IJ.
10 Ly 't
H 2

]
[l

A |

5

' 2006 ' 2007 j 2008 j 2009
MSCI Qatar trailing p/e ratio
MSCI World trailing p/e ratio

— _ MSCI Emerging Markets trailing p/e ratio



Saudi Arabia

Area 2 149 690 sq km
Population (July 2009 est.) 28 686 633
GDP (PPP) 2008 in USD 577.9 billion
GDP per capital 2008 in USD 20 500
Market value in mil USD 105 454

Source: MSCI, CIA World Factbook
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Economic Outlook

e Saudi Arabia is the largest economy in the GCC and
has the largest oil reserves in the world, representing
22% of the world total

e Lower oil prices depressed Saudi Arabia’s GDP growth
in 2009 but we expect the economy to rebound force-

fully in 2010

¢ Inflation has rolled over and inflation pressures are
likely to remain low

e The Saudi riyal is pegged against the USD
Equity Market
e Saudi Arabia has been a strong outperformer within the

region, and has also outperformed the MSCI World

e Based on a trailing P/E ratio Saudi Arabia is one of the
more expensive stock markets in the GCC region

e As the largest stock market in the region Saudi Arabia
has the broadest sector diversification

e The sector weighting is heavily biased towards materi-
als and financials followed by the telecom sector

13
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United Arab Emirates
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Area 83 600 sq km
Population (July 2009 est.) 4 798 491
GDP (PPP) 2008 in USD 206.3 billion
GDP per capital 2008 in USD 44 600
Market value in mil USD 14 868

Source: MSCI, CIA World Factbook
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Economic Outlook
e UAE has seen robust growth in recent years as it is a
major oil exporter in the region

e Dubai has emerged as an important financial centre for
the whole GCC region

e Financial turmoil may slow growth in Dubai in 2010,
particularly in the real estate sector

Equity Market
e UAE was one of the weakest performers in the region
and also underperformed the emerging markets

e Due to the strong links with other financial centers
around the globe, Dubai is suffering most from the
global financial crisis

e UAE has the lowest dividend yield in the region but
trades at a discount to MSCI World based on a trailing
p/e ratio

e The sector composition of UAE is heavily tilted towards

financials which account for more than 2/3 of the
stock market

15
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This Bank Sarasin & Co. Ltd (“BSC”) publication is based on publicly available information, information sources and
data (“the information”) whose reliability is beyond question. Nonetheless, BSC accepts no responsibility, either ex-
press or implied, for errors or incompleteness of the information provided. Possible errors in this information do not
constitute grounds for liability, either directly or indirectly. In particular, neither BSC nor its shareholders or employees
are responsible for the accuracy or continuing accuracy of the opinions, appraisals, conclusions, plans or details of in-
vestment funds, their investment strategies, the economic environment, the market, competitive or regulatory envi-
ronment, etc. Even if this publication has been issued in the context of an existing contractual relationship, BSC’s li-
ability is restricted to gross negligence or wilful misconduct. Furthermore, BSC accepts no liability for minor errors of
fact. In any case, the liability of BSC is limited to typical expectable damages, and liability for any indirect damages is
expressly excluded.

Insofar as factual information and the opinions of third parties (interpretations and estimates) are presented, the rele-
vant sources are indicated. Our own value judgements (projections and forecasts) which reflect the outcome of work
undertaken by BSC's Research department, are not expressly marked or indicated. The substantive principles and
benchmarks underlying our own value judgements are set down in our research methodology principles.

In producing the research, the following valuation principles and methods were applied: The analysts’ investment de-
cisions are based on an analysis of the business model of the company concerned, the market in which the company
is active, and general market characteristics (Porter analysis: barriers to market entry, bargaining power of suppliers,
bargaining power of customers, threat of substitute products, level of competition). The analysts compare their results
with current market expectations and the corresponding data for the company’s peer group. Different valuation models
are used depending on the industry. Among the most important of these are the price/earnings (P/E) ratio, price-to-
book (P/B) ratio, enterprise value-to-sales (EV/sales), enterprise value to earnings before interest, tax, depreciation
and amortisation (EV/EBITDA), enterprise value to earnings before interest and tax (EV/EBIT) and dividend yield (ratio
of dividend to current share price). We do not set any share price targets for companies covered by our Equity Re-
search. The legal basis is the “Directives on the independence of financial research” published by the Swiss Bankers
Association in January 2008. The present financial analyses/research results have not been made available to the is-
suer before their disclosure or publication.

This publication is a marketing communication from BSC, which is purely for information purposes and which does not
claim to represent a comprehensive portrayal of product characteristics. This publication does not constitute a quota-
tion, an offer or a solicitation of an offer for the purchase or sale of an investment or other specific product, and is not
a substitute for obtaining advice and a risk appraisal from your personal advisor — which we expressly recommend be-
fore making any investment decision. BSC may at any time perform services to buy, sell, subscribe to or redeem funds
which are mentioned in this publication, or act as a client or authorised representative. It is possible that BSC may re-
ceive sales commissions for portfolio management fees in respect of certain funds referred to in this publication.
Such fees are for the use of the BSC sales channel and do not generally accrue to the investors. Where future price
trends are presented in the context of this publication, these trends and/or the recommendations derived from them
are based, amongst other things, on forecasts of future trends on the financial markets and corresponding simula-
tions. These forecasts and simulations are in turn based primarily on past experience and concrete historical perform-
ance data. We would like to explicitly remind you that historical performance data, forecast calculations and other
simulations are not a reliable indicator of future trends. We can therefore give no guarantee that the forecast values
from the calculation models will actually be reflected in fact. Fees and costs are not taken into account in the per-
formance calculation.

Although BSC has taken steps to avoid or disclose conflicts of interest, BSC can give no guarantees in this regard.
Therefore BSC accepts no liability for damages arising from such conflicts of interest. If the organisational or adminis-
trative measures taken by the Bank should, on the basis of reasonable judgement, be deemed to be insufficient to
guarantee the avoidance of a risk of damage to client interests, then the Bank will unambiguously clarify the type



and/or cause of the conflicts of interest to the client. It impossible to rule out the possibility that a business connec-
tion may exist between a company which is the subject of research and a company within the Sarasin Group, from
which a potential conflict of interest could result. As a client, you will be informed of any relevant potential conflicts of
interest in financial research distributed by the Bank.

The discrepancies emerge in respect of our own financial researches from the twelve months preceding publication,
relating to the same financial instruments or issuers.

BSC is regulated by the Swiss Financial Market Supervisory Authority (FINMA).
Investment

Before you make an investment, we recommend that you obtain detailed information about the product in question.
Investments should only be made on the basis of the current prospectus. This document must not be transferred to
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