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Manager's Commentary Investment Objective

All GCC markets continued to experience steep declines on the back of the
global market turmoil. Subsequent to the collapse of Lehman Brothers, a fresh
wave of fear and anxiety engulfed the international capital markets. This
resulted in an unprecedented worldwide selloff of shares. Despite its relatively
strong fundamentals, the region was not immune to this global turbulence.
Saudi Arabia, Egypt and Dubai were among the worst performers in the region,
declining by 14.8%, 14.6%, and 13.8% respectively. Abu Dhabi, Kuwait and
Qatar dipped in the range of 10%-11% while Bahrain declined by 8.5%.

The fund seeks long-term capital appreciation by
investing primarily in financial sector equities listed in
Kuwait, Oman, Qatar, Bahrain, the United Arab
Emirates, Saudi Arabia, Egypt, Tunisia, Jordan,
Morocco and Lebanon.

Fund Returns (%)

Financials across the region suffered steep decline in prices in line with the rest Fund S&P Financial

of the markets. First Gulf Bank (-30.5%), Bank Al Jazira (-21%) and Doha Bank (- September 2008 -13.7 -12.4
21.5%) were among the biggest decliners during the month. While the Year to Date 2008 8.2 232
apprehensions over the sustainability of the real-estate related income of First Last 3 months 196 19.9
Gulf Bank may have contributed to the dip in its share price, the declines in Al ) ’

Jazira Bank and Doha Bank may be attributable to the worries over the probable Last 6 months -14.3 -18.7
decrease in income from their investment portfolio. In general, regional 2007 (Aug'07-Dec 07) 20.7 31.5
investors were anxious about the possibility of the global liquidity crisis creeping Since Inception (Aug 07- Sep 08) 108 1.0

into the regional financial sector. Though we can understand the investors’ fears,
we believe the regional banks are sufficiently liquid and well capitalized
compared to their global peers. Hence, we feel the financials in the region are in
a relative better shape to weather the current credit turmoil.

Fund Information

Launch Date August, 2007

Management Fee 1.5%

The SICO Arab Financial Fund (SAFF) was down by 13.7% in August and is down
Performance Fee

8.2% for the year. On the other hand, the S&P GCC Financial Index declined by
12.4% for the month and is down 23.2% for the year. Our fund was impacted by
declines in financials across the board, particularly in the UAE and Egypt. During
the month, in order to mitigate the down turn in share price, we increased our
cash allocation from 12% to 25%. We expect the current volatile equity market
conditions to prevail in the near term; however, we strongly believe the steep
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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
orincinal. aaent or market maker or provide other services to the issuers of securities mentioned herein. This renort is nrovided for information purnoses onlv and mav not be conied or distributed to anv other person without the
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