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Manager’s Commentary

The gulf bourses started the year on a subdued note with all GCC markets
except Oman posting negative returns. Investors remained apprehensive despite
the fact that corporate earnings in many cases met or exceeded expectations.

The NAV of Khaleej Equity Fund increased by 0.2% during January owing to its
high allocation to Kuwaiti and the UAE equities that appreciated in value.
Stocks such as CBK (+18.2%), Wataniya Telecom (+14.4%) and Emaar Properties
(+3.6%) helped in improving the fund’s performance. However, at the same
time, the slightly negative performances of our other main holdings restricted
the fund'’s progress during January.

In terms of allocation moves, apart from rebalancing our exposure to various
stocks, we built fresh positions in some Saudi blue chip companies (SABIC and
STC) that we believe offer decent long term growth prospects. Going forward,
our strategy for Saudi Arabia will be to build exposure in selected blue chip
equities on market dips. The sharp resurgence in Qatar during the preceding
month (up 19.8% in December) prompted us to realize profits for the portfolio.
Similarly, we trimmed our exposure in some Omani holdings that had run up
and reached their estimated fair values.

As a result of the above mentioned reallocations, the fund still has a decent
allocation to cash — 10.6% as of end January. This provides us with the flexibility
to build positions as and when new investment opportunities arise.

Fund Statistics

Price Earnings Multiple 2006 (x) 11.5
Dividend Yield 2005 (%) 3.5
Number of Holdings 34
Annualized Return (%) 21.0

Largest Monthly Gain (%) 14.7% (Mar 05)

Largest Monthly Loss (%) -8.2% (May 06)

% of Positive Months 65.7
Annualized Standard Deviation (%) 16.8
Sharpe Ratio 0.95
Maximum Drawdown (%) -21.8
Country Allocation Sector Allocation
Cash  Oman Industry Cash
10.6% 76% Bahrain 45% 10.6%
9.1%
UAE Financial
22.6% Services 35.7%
7.6%
Saudi Kuwait Cement & bldg
37% 33.0% 244%
Telecom
Qatar 17.2%
13.4%

* For further information contact Marketing at: marketing@sicobahrain.com

Investment Objective

The Fund seeks long-term capital appreciation by

investing principally in equity

securities listed on the

stock markets of GCC Countries.

Fund Returns (%)

Khaleej EQuity pyce) Gec Index
Fund

January 2007 0.2 -4.3
Last 3 months -5.0 -15.2
Last 6 months 7.2 -17.2
Last 12 months -15.9 -51.4
2006 -13.9 -45.9
2005 56.8 na*
2004 (April — Dec) 27.0 na*
Since Inception 71.7 na*
* Benchmark was launched in June 2005

Top Holdings

Name Country (%)
Emaar Properties UAE 8.4
MTC Kuwait 6.3
Burgan Bank Kuwait 4.8

Fund Information

Launch Date

Management Fee
Performance Fee

Subscription & Redemption

Subscription Deadline

Redemption Deadline

Minimum Subscription
Reuters Code
Bloomberg Code

Fund Listing
Custodian

Auditors

March 15, 2004
1.5%

10% over10% pa
Monthly

Five Business days before
month end

Ten Business days before
month end

US$100,000
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Bahrain Stock Exchange
Gulf Clearing Company

Price Waterhouse Cooper

Head of Asset Management

Shakeel Sarwar

Management Team

Naveed Ahmed, CFA
Serkan Altay
Faisal Jiwani
Khair Fakhro

Hasan Haider

Securities & Investment Company BSC (c]
R0, Biox 1331, Manarma, Kingdom of Bahrain
Tel: +973 1751 5000 Fa: +973 1751 4000
CR No: 33469

www.sico-bahrain.com
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This report should not be considered an offer to sell, or a solicitation to buy, shares mentioned herein. Past performance is no indication of future results. Fund historical performance does not promise the same or similar results in
the future. Principal value, share prices and investment returns fluctuate with changes in market conditions. The information contained herein has been compiled from sources believe to be reliable, however Securities & Investment
Company (“SICO") does not guarantee its accuracy or completeness. Opinions, forecasts and estimates constitute our judgment as of the date of this report and are subject to change without notice. This report is not a solicitation of
an order to buy or sell securities or to provide investment advice or service. SICO or its affiliates may from time to time engage in long or short positions in the securities mentioned herein. SICO or its affiliates may act as principal,
aaent or market maker or provide other services to the issuers of securities mentioned herein. This renort is provided for information purnoses onlv and mav not be conied or distributed to anv other nerson without the orior



