

Interim consolidated financial information and review report

Global Investment House – KSC (Closed) and Subsidiaries

Kuwait

31 March 2008 (Unaudited)

Contents

Page

 Review report
1 
Consolidated statement of income
2

Consolidated balance sheet
3
Consolidated statement of cash flows
4

Consolidated statement of changes in equity
5 and 6 
Notes to the interim consolidated financial information
7 to
 16

Review report 

To the board of directors of 

Global Investment House – KSC (Closed) 

Kuwait

Report on review of interim financial information

Introduction

We have reviewed the accompanying consolidated balance sheet of Global Investment House Co. – KSC (Closed) (the parent company) and Subsidiaries (the group) as at 31 March 2008 and the related interim consolidated statement  of income, consolidated changes in shareholders’ equity and consolidated statement of cash flows for the three month period then ended and explanatory notes. The directors of the parent company are responsible for the preparation and presentation of the interim consolidated financial information in accordance with basis of presentation set out in Note 2. Our responsibility is to express a conclusion on the interim consolidated financial information based on our review. 

Scope of Review
We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim financial information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion. 

Conclusion 

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim consolidated financial information is not presented fairly, in all material respects, in accordance with the basis of presentation set out in Note 2.

Report on other Legal and Regulatory Requirements

Furthermore, based on our review, the interim consolidated financial information is in agreement with the books of the parent company. We further report that, to the best of our knowledge and belief, no violations of the Commercial Companies Law of 1960, as amended, nor of the articles of association of the parent company, as amended, have occurred during the three month period ended 31 March 2008 that might have had a material effect on the business of the group or on its financial position.

We further report that, during the course of our review, we have not become aware of any material violations of the provisions of Law No. 32 of 1968, as amended, concerning currency, the Central Bank of Kuwait and the organisation of banking business, and its related regulations during the period ended 31 March 2008.

Abdullatif M. Al-Aiban (CPA) 
                                                             Waleed A. Al Osaimi

(Licence No. 94-A)                                                                                         (Licence No. 68-A)

of Grant Thornton – Anwar Al-Qatami & Co.                                                of Ernst & Young

Kuwait

23 April 2008

Consolidated statement of income 

	
	Notes
	
	Three months ended 31 

March 2008

(Unaudited)
	
	Three months ended 31 March 2007

(Unaudited)

	
	
	
	KD ′000 
	
	KD ′000 

	
	
	
	
	
	

	Fees and commission income
	3
	
	15,275
	
	3,857

	Interest and similar income
	4
	
	5,158
	
	3,852

	Net (loss)/gain on financial assets held for trading 
	5
	
	(1,287)
	
	2,137

	Net gain on financial assets designated at fair value through  statement of income 
	5
	
	22,489
	
	7,633

	Net gain on sale of available-for-sale investments
	5
	
	704
	
	-

	Share of results of associates
	
	
	796
	
	192

	Net gain on investment properties
	6
	
	7,654
	
	-

	(Loss)/gain on sale of associates
	7
	
	(36)
	
	2,699

	Gain on disposal of subsidiaries
	
	
	-
	
	9,649

	Foreign exchange (loss) / gain
	
	
	(2,138)
	
	207

	Other operating income
	
	
	3,938
	
	4,611

	Net operating income
	
	
	52,553
	
	34,837

	
	
	
	
	
	

	Personnel expenses
	
	
	4,246
	
	2,279

	Depreciation of property and equipment
	
	
	237
	
	126

	Other operating expenses
	
	
	2,274
	
	1,322

	Interest and similar expenses
	
	
	9,367
	
	7,706

	(Reversal)/provision charge for credit losses
	
	
	(81)
	
	14

	Expenses
	
	
	16,043
	
	11,447

	Profit before contribution to Kuwait Foundation for the Advancement of Sciences (KFAS), provision for National Labour Support Tax (NLST) and Zakat 
	
	
	36,510
	
	23,390

	Contribution to KFAS
	
	
	(329)
	
	(206)

	Provision for NLST
	
	
	(899)
	
	(490)

	Zakat 
	
	
	(361)
	
	-

	Profit for the period
	
	
	34,921
	
	22,694

	
	
	
	
	
	

	Attributable to:
	
	
	
	
	

	Shareholders of the parent company
	
	
	34,677
	
	22,477

	Minority interest
	
	
	244
	
	217

	Profit for the period
	
	
	34,921
	
	22,694

	
	
	
	
	
	

	EARNINGS PER SHARE
	
	
	
	
	

	Basic earnings per share attributable to the shareholders of the parent company
	8
	
	37 Fils
	
	25 Fils

	Diluted earnings per share attributable to the shareholders of the parent company
	8
	
	36 Fils
	
	24 Fils


The notes set out on pages 7 to 16 form an integral part of this interim consolidated financial information.

Consolidated balance sheet

	
	Notes
	31 March 2008

(Unaudited)
	
	31 Dec. 

2007

(Audited)
	
	31 March 2007

(Unaudited)

	
	
	KD’000
	
	KD’000
	
	KD’000

	Assets
	
	
	
	
	
	

	Cash and cash equivalents
	9
	60,257
	
	68,797
	
	24,506

	Financial assets held for trading 
	10
	64,366
	
	37,767
	
	42,858

	Financial assets designated at fair value through statement of income
	11
	543,170
	
	507,630
	
	445,122

	Murabaha receivables
	
	10,191
	
	15,784
	
	17,159

	Loans and advances
	
	22,180
	
	24,615
	
	35,423

	Financial investments available-for-sale
	12
	12,738
	
	18,087
	
	-

	Investments in associates
	
	58,788
	
	95,782
	
	51,032

	Investment properties
	13
	46,781
	
	41,433
	
	14,781

	Property and equipment
	
	20,796
	
	20,609
	
	15,541

	Goodwill
	
	4,589
	
	4,437
	
	419

	Other assets
	14
	122,797
	
	78,016
	
	76,775

	Total assets
	
	966,653
	
	912,957
	
	723,616

	
	
	
	
	
	
	

	Equity and liabilities
	
	
	
	
	
	

	
	
	
	
	
	
	

	Equity attributable to the shareholders of the parent company
	
	
	
	
	
	

	Share capital
	15
	94,551
	
	85,956
	
	85,956

	Share premium
	15
	91,873
	
	91,873
	
	91,873

	Share options reserve
	
	2,015
	
	1,765
	
	1,165

	Statutory reserve
	
	27,765
	
	27,765
	
	18,307

	General reserve
	
	27,765
	
	27,765
	
	18,307

	Treasury shares
	16
	(7,658)
	
	(1,542)
	
	(24,440)

	Treasury shares reserve
	
	2,407
	
	2,215
	
	3,551

	Fair value reserve
	
	3,359
	
	3,373
	
	134

	Foreign exchange translation reserve
	
	(3,022)
	
	(2,842)
	
	(49)

	Retained earnings
	
	70,036
	
	86,723
	
	36,751

	
	
	309,091
	
	323,051
	
	231,555

	Minority interest
	
	5,818
	
	6,414
	
	2,661

	Total equity
	
	314,909
	
	329,465
	
	234,216

	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	

	Short terms borrowings
	17
	284,057
	
	244,349
	
	237,705

	Wakala payables
	17
	134,158
	
	149,167
	
	152,601

	Medium term borrowings
	18
	82,429
	
	84,754
	
	24,612

	Bonds
	19
	65,000
	
	65,000
	
	20,000

	Other liabilities
	20
	86,100
	
	40,222
	
	54,482

	Total liabilities
	
	651,744
	
	583,492
	
	489,400

	Total equity and liabilities
	
	966,653
	
	912,957
	
	723,616


	Maha Khaled Al-Ghunaim

Chairperson and Managing Director
	
	Khaled J. Al Wazzan

Vice Chairman


The notes set out on pages 7 to 16 form an integral part of this interim consolidated financial information.
Consolidated statement of cash flows

	
	Note
	
	Three months ended 31 

March 2008

(Unaudited)
	
	Three months ended 31 March 2007

(Unaudited)

	
	
	
	KD ′000 
	
	KD ′000 

	OPERATING ACTIVITIES
	
	
	
	
	

	Profit for the period
	
	
	34,921
	
	22,694

	Adjustments for:
	
	
	
	
	

	Cost of share based payment
	
	
	250
	
	200

	Depreciation of property and equipment
	
	
	237
	
	126

	(Reversal)/ provision charge for credit losses
	
	
	(81)
	
	14

	Interest and similar  income
	
	
	(5,158)
	
	(3,852)

	Dividend income
	
	
	(3,938)
	
	(4,611)

	Interest and similar expenses
	
	
	9,367
	
	7,706

	Share of results of associates
	
	
	(796)
	
	(192)

	Gain on disposal of investment properties
	
	
	(7,654)
	
	-

	Loss/(gain) on disposal of associates
	
	
	36
	
	(2,699)

	Gain on disposal of subsidiaries
	
	
	-
	
	(9,649)

	
	
	
	27,184
	
	9,737

	Changes in operating assets and liabilities:
	
	
	
	
	

	Financial assets held for trading
	
	
	(26,599)
	
	(12,584)

	Financial assets designated at fair value through statement of income
	
	
	(26,462)
	
	(33,470)

	Murabaha receivables
	
	
	5,649
	
	(7,052)

	Loans and advances
	
	
	2,460
	
	5,652

	Financial investments available-for-sale 
	
	
	5,335
	
	-

	Other assets
	
	
	(44,763)
	
	901

	Short-term borrowings
	
	
	39,708
	
	36,035

	Wakala payables
	
	
	(15,009)
	
	18,315

	Other liabilities
	
	
	528
	
	(10,715)

	Cash (used in)/from operations
	
	
	(31,969)
	
	6,819

	Interest and similar income received
	
	
	5,140
	
	3,852

	Dividend income received
	
	
	3,002
	
	4,611

	Interest and similar expense paid
	
	
	(9,384)
	
	(7,706)

	Net cash (used in)/from operating activities
	
	
	(33,211)
	
	7,576

	
	
	
	
	
	

	INVESTING ACTIVITIES
	
	
	
	
	

	Investments in associates
	
	
	(15,657)
	
	(4,168)

	Proceeds from disposal of associates
	
	
	43,963
	
	4,341

	Dividend from associates
	
	
	407
	
	-

	Purchase of property and equipment
	
	
	(424)
	
	(2,599)

	Purchase of investment properties
	
	
	(12,334)
	
	(14,367)

	Proceeds from disposal of investment properties
	
	
	14,640
	
	-

	Net cash from/(used in) investing activities
	
	
	30,595
	
	(16,793)

	
	
	
	
	
	

	FINANCING ACTIVITIES
	
	
	
	
	

	Proceeds from issue of share capital
	
	
	-
	
	2,135

	Medium term borrowings
	
	
	-
	
	(31,360)

	Purchase of treasury shares
	
	
	(8,618)
	
	(5,757)

	Proceeds from sale of treasury shares
	
	
	2,694
	
	1,875

	Net cash used in financing activities
	
	
	(5,924)
	
	(33,107)

	Decrease in cash and cash equivalents
	
	
	(8,540)
	
	(42,324)

	Cash and cash equivalents at beginning of the period
	
	
	68,797
	
	66,830

	Cash and cash equivalents at end of the period
	9
	
	60,257
	
	24,506


The notes set out on pages 7 to 16 form an integral part of this interim consolidated financial information.

Consolidated statement of changes in equity (Unaudited)

	
	Attributable to the shareholders of the parent company
	Minority interest
	Total

	
	Share capital
	Share

 premium
	Share 

options 

reserve
	Reserves 
	Treasury shares
	Treasury shares reserve
	Fair value reserve
	Retained earnings
	Sub-total
	
	

	
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000

	
	
	
	
	
	
	
	
	
	
	
	

	Balance at  1 January 2008
	85,956
	91,873
	1,765
	52,688
	(1,542)
	2,215
	3,373
	86,723
	323,051
	6,414
	329,465

	Net changes in fair value
	-
	-
	-
	-
	-
	-
	(14)
	-
	(14)
	-
	(14)

	Foreign currency translation reserve
	
	-
	-
	(180)
	-
	-
	-
	-
	(180)
	-
	(180)

	Net loss recognised directly in equity
	-
	-
	-
	(180)
	-
	-
	(14)
	-
	(194)
	-
	(194)

	Profit for the period
	-
	-
	-
	-
	-
	-
	-
	34,677
	34,677
	244
	34,921

	Total recognised income and expenses for the period
	-
	-
	-
	(180)
	-
	-
	(14)
	34,677
	34,483
	244
	34,727

	Issue of 10% bonus shares (Note 21)
	8,595
	-
	-
	-
	-
	-
	-
	(8,595)
	-
	-
	-

	Dividends paid (Note 21)
	-
	-
	-
	-
	-
	-
	-
	(42,769)
	(42,769)
	-
	(42,769)

	Cost of share based payment  
	-
	-
	250
	-
	-
	-
	-
	-
	250
	-
	250

	Purchase of treasury shares
	-
	-
	-
	-
	(8,618)
	-
	-
	-
	(8,618)
	-
	(8,618)

	Sale of treasury shares
	-
	-
	-
	-
	2,502
	-
	-
	-
	2,502
	-
	2,502

	Increase in treasury shares reserve
	-
	-
	-
	-
	-
	192
	-
	-
	192
	-
	192

	Net movement in minority interest
	-
	-
	-
	-
	-
	-
	-
	-
	-
	(840)
	(840)

	Balance at  31 March 2008
	94,551
	91,873
	2,015
	52,508
	(7,658)
	2,407
	3,359
	70,036
	309,091
	5,818
	314,909


The notes set out on pages 7 to 16 form an integral part of this interim consolidated financial information.
Consolidated statement of changes in equity (continued) (Unaudited)

	
	Attributable to the shareholders of the parent company
	Minority interest
	Total

	
	Share capital
	Share

 premium
	Share 

options 

reserve
	Reserves 
	Treasury shares
	Treasury shares reserve
	Fair value reserve
	Retained earnings
	Sub-total
	
	

	
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000
	KD’000

	
	
	
	
	
	
	
	
	
	
	
	

	Balance at  1 January 2007
	70,545
	91,040
	965
	36,544
	(20,467)
	3,460
	(286)
	62,583
	244,384
	4,582
	248,966

	Net changes in fair value
	-
	-
	-
	-
	-
	-
	420
	-
	420
	-
	420

	Foreign currency translation reserve
	-
	-
	-
	21
	-
	-
	-
	-
	21
	-
	21

	Net income recognised directly in equity
	-
	-
	-
	21
	-
	-
	420
	-
	441
	-
	441

	Profit for the period
	-
	-
	-
	-
	-
	-
	-
	22,477
	22,477
	217
	22,694

	Total recognised income and expenses for the period
	-
	-
	-
	21
	-
	-
	420
	22,477
	22,918
	217
	23,135

	Issue of 20% bonus shares 
	14,109
	-
	-
	-
	-
	-
	-
	(14,109)
	-
	-
	-    

	Issue of shares under group performance schemes
	1,302
	833
	-
	-
	-
	-
	-
	-
	2,135
	-
	2,135

	Dividends paid 
	-
	-
	-
	-
	-
	-
	-
	(34,200)
	(34,200)
	-
	(34,200)

	Cost of share based payment  
	-
	-
	200
	-
	-
	-
	-
	-
	200
	-
	200

	Purchase of treasury shares
	-
	-
	-
	-
	(5,757)
	-
	-
	-
	(5,757)
	-
	(5,757)

	Sale of treasury shares
	-
	-
	-
	-
	1,784
	-
	-
	-
	1,784
	-
	1,784

	Decrease in treasury shares reserve
	-
	-
	-
	-
	-
	91
	-
	-
	91
	-
	91

	Net movement in minority interest
	-
	-
	-
	-
	-
	-
	-
	-
	-
	(2,138)
	(2,138)

	Balance at  31 March 2007
	85,956
	91,873
	1,165
	36,565
	(24,440)
	3,551
	134
	36,751
	231,555
	2,661
	234,216


The notes set out on pages 7 to 16 form an integral part of this interim consolidated financial information.
Notes to the interim consolidated financial information (Unaudited)

31 March 2008 

1 Incorporation and activities

This interim consolidated financial information of Global Investment House – KSC (Closed) and its Subsidiaries (the group) for the period ended 31 March 2008 were authorised for issue in accordance with a resolution of the directors on 23 April 2008.

Global Investment House – KSC (Closed), the parent company, is a closed shareholding company incorporated on 16 June 1998 under the Commercial Companies Law No. 15 of 1960 and amendments thereto. The parent company’s shares are listed on Kuwait Stock Exchange, Bahrain Stock Exchange and Dubai Financial Market.  The parent company is regulated by the Central Bank of Kuwait as an investment company.

The group comprises the parent company and its subsidiaries. 

The group is principally engaged in the provision of investment services.  Its registered office is at Souk Al Safat, Abdulla Mubarak Street, Kuwait City.  

The group primarily operates in the Gulf Co-operation Council countries and other Middle Eastern and North African (MENA) countries.

2 Significant accounting policies

Basis of presentation
The interim consolidated financial information of the group has been prepared in accordance with IAS 34, Interim Financial Reporting except as noted below.

The accounting policies used in the preparation of the interim consolidated financial information are consistent with those used in the preparation of the annual consolidated financial statements for the year ended 31 December 2007. The annual consolidated financial statements for the year ended 31 December 2007 were prepared in accordance with the regulations of the State of Kuwait for financial services institutions regulated by the Central Bank of Kuwait. These regulations require adoption of all International Financial Reporting Standards (IFRS) except for the IAS 39 requirement for collective impairment provision, which has been replaced by the Central Bank of Kuwait’s (CBK) requirement for a minimum general provision as described below.

3 Significant accounting policies (continued)

The impairment provision for credit facilities complies in all material respects with the specific provision requirements of the CBK and IFRS.  In March 2007, the CBK issued a circular amending the basis of making minimum general provisions on facilities changing the rate from 2% to 1% for cash facilities and 0.5% for non cash facilities. The required rates were applied effective from 1 January 2007 on the net increase in facilities, net of certain restricted categories of collateral during the reporting period.  The minimum general provision in excess of the present 1% for cash facilities and 0.5% for non cash facilities is retained as a general provision until further directive from the CBK.

The interim consolidated financial information does not contain all information and disclosures required for full financial information prepared in accordance with the International Financial Reporting Standards. In the opinion of management, all adjustments consisting of normal recurring accruals considered necessary for a fair presentation have been included. Operating results for the three months ended 31 March 2008 are not necessarily indicative of the results that may be expected for the financial year ending 31 December 2008. For more details please refer to the consolidated financial statements and its related disclosures for the year ended 31 December 2007.
4 Fees and commission income

	
	31 Mar 
2008

(Unaudited)
	
	31 Mar 
2007

(Unaudited)

	
	KD ′000
	
	KD ′000

	
	
	
	

	Management fees on assets under management 
	5,029
	
	3,415

	Incentive fees on assets under management
	1,165
	
	395

	Placement fees-managed funds 
	286
	
	23

	Investment banking and advisory  fees 
	7,735
	
	-

	Brokerage
	665
	
	24

	Other fees and commission
	395
	
	-

	
	15,275
	
	3,857


Management fees on assets under management, incentive fees on assets under management and placement fees-managed funds relate to the group’s asset management, custody and similar trust and fiduciary activities.

5 Interest and similar income

	
	31 Mar 
2008

(Unaudited)
	
	31 Mar 
2007

(Unaudited)

	
	KD ′000
	
	KD ′000

	
	
	
	

	Cash and cash equivalents
	594
	
	608

	Financial assets designated at fair value through statement of income
	18
	
	58

	Murabaha receivables
	220
	
	136

	Financing of future trades by customers
	3,370
	
	2,214

	Loans and advances
	956
	
	836

	
	5,158
	
	3,852


6 Net gain/(loss) on financial assets

Net gain/(loss) on financial assets, analysed by category for the period ended 31 March 2008, is as follows:

	
	Held for trading
(Unaudited)
	
	Designated 
at fair value through statement of income
(Unaudited)
	
	Financial investments 

available-for-sale 
(Unaudited)
	
	Total
(Unaudited)

	
	KD ′000
	
	KD ′000
	
	KD ′000
	
	KD ′000

	
	
	
	
	
	
	
	

	Realised gains
	4,090
	
	11,819
	
	704
	
	16,613

	Unrealised (loss)/gains-mark-to-market
	(5,377)
	
	10,670
	
	-
	
	5,293

	Net realised and unrealised gains 
	(1,287)
	
	22,489
	
	704
	
	21,906

	Net unrealised loss recorded directly in equity
	-
	
	-
	
	(14)
	
	(14)

	
	(1,287)
	
	22,489
	
	690
	
	21,892


Net gain on financial assets, analysed by category for the period ended 31 Mach 2007, is as follows:

	
	Held for trading
(Unaudited)
	
	Designated 
at fair value through statement of income
(Unaudited)
	
	Financial investments 

available-for-sale
(Unaudited)
	
	Total
(Unaudited)

	
	KD ′000
	
	KD ′000
	
	KD ′000
	
	KD ′000

	
	
	
	
	
	
	
	

	Realised gains
	2,712
	
	1,555
	
	-
	
	4,267

	Unrealised (loss)/gains-mark-to-market
	(575)
	
	4,365
	
	-
	
	3,790

	Unrealised gains-mark-to-model
	-
	
	1,713
	
	-
	
	1,713

	Net realised and unrealised gains 
	2,137
	
	7,633
	
	-
	
	9,770


	Net unrealised gains recorded directly in equity
	-
	
	-
	
	420
	
	420

	
	2,137
	
	7,633
	
	420
	
	10,190


The group does not include dividend and interest income in the determination of net gain on financial assets.

‘Unrealised gains-mark-to-model’ from investments designated at fair value through statement of income resulted from the group’s internal valuation models involving estimations and use of valuation techniques that were not necessarily based on observable market prices or rates.  

7 Net gain on investment properties

	
	31 March

2008

(Unaudited)
	
	31 March

2007

(Unaudited)

	
	KD ′000
	
	KD ′000

	
	
	
	

	Realised gains arising from disposals 
	7,654
	
	-


The realised gain arose from sale of certain investment properties of the group in UAE. 
8 (Loss)/gain on sale of associates

	7.1
	During the period the group sold 22% of its ownership interest in Arab East Investment for Real Estate for a consideration of KD12.3 million resulting in net gain of KD0.7 million. The remaining interest of 2% is accounted as investments at fair value through statement of income. The group’s pro rata share in the net income of the associate up to the date of sale resulted in a net gain of KD0.3 million.

	
	

	7.2
	During the period the group also sold 20% of its ownership interest in Union Bank for Savings for a consideration of KD25.0 million resulting in net loss of KD0.4 million. The remaining interest of 5.7% is accounted as investments at fair value through statement of income. The group’s pro rata share in the net income of the associate up to the date of sale resulted in a net gain of KD0.4 million.

	
	

	7.3
	During the period the group also sold 24% of its ownership interest in Al Quds Bank for a consideration of KD4.2 million resulting in net loss of KD0.34 million. The remaining interest of 25% continues to be accounted as investment in associates.


9 Earnings per share

Basic earnings per share is computed by dividing the profit for the period attributable to shareholders of the parent company by the weighted average number of ordinary shares outstanding during the period.

Diluted earnings per share is calculated by dividing the profit attributable to the shareholders of the parent company by the weighted average number of ordinary shares outstanding during the period (adjusted for the effects of dilutive options).

The following reflects the income and share data used in the basic and diluted earnings per share computations:

	
	31 March 2008
(Unaudited)
	
	31 March 2007
(Unaudited)

	
	
	
	

	Profit for the period attributable to the shareholders of the parent company (KD’000)
	34,677
	
	22,477

	
	
	
	

	Weighted average number of ordinary shares for basic earnings per share  (excluding treasury shares)
	942,469
	
	912,720

	Effect of dilution from weighted average number of share options outstanding
	27,293
	
	16,131

	Adjusted weighted average number of ordinary shares for diluted earnings per share
	969,762
	
	928,851

	Basic earnings per share
	37 Fils
	
	25 Fils

	Diluted earnings per share
	36 Fils
	
	24 Fils


The denominators for the purpose of calculating the both basic and diluted earnings per share have been adjusted to reflect the 10% bonus share issue in March 2008 (Note 15).

10 Cash and cash equivalents

Cash and cash equivalents included in the consolidated statement of cash flows include the following consolidated balance sheet amounts:

	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	Banks balances and cash
	58,046
	
	66,600
	
	16,827

	Investment in money market instruments
	2,211
	
	2,197
	
	7,679

	
	60,257
	
	68,797
	
	24,506


11 Financial assets held for trading 

	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	GCC and MENA equity securities
	39,459
	
	18,324
	
	25,017

	International equity securities
	24,907
	
	19,443
	
	17,841

	
	64,366
	
	37,767
	
	42,858


12 Financial assets designated at fair value through statement of income

	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	Unquoted debt securities
	7,823
	
	9,226
	
	4,322

	Unquoted equity securities
	165,927
	
	161,523
	
	158,806

	Quoted securities and managed funds
	369,420
	
	336,881
	
	281,994

	
	543,170
	
	507,630
	
	445,122


The fair value of unquoted equity securities are determined using valuation techniques that are based on recent arm’s length market transactions or current fair value of another investment that is substantially the same.

13 Financial investments available-for-sale
	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	Quoted equity securities
	1,325
	
	1,616
	
	-

	Unquoted equity securities
	11,413
	
	16,471
	
	-

	
	12,738
	
	18,087
	
	-


14 Investment properties
	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	Carrying amount at 1 January
	41,433
	
	414
	
	414

	Arising on consolidation of subsidiaries
	-
	
	542
	
	-

	Additions
	12,334
	
	40,981
	
	14,367

	Disposals
	(6,986)
	
	(2,650)
	
	-

	Unrealised profit from fair valuations
	-
	
	2,146
	
	-

	Carrying amount
	46,781
	
	41,433
	
	14,781


15 Other assets

	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	Accrued income
	14,854
	
	10,588
	
	15,771

	Receivables for settlement of sale of securities
	7,685
	
	10,561
	
	5,833

	Financing of future trades by customers
	59,408
	
	37,913
	
	-

	Deposits, prepayments and other receivables
	12,145
	
	9,528
	
	33,632

	Advances for purchase of investments
	8,479
	
	9,130
	
	13,178

	Amounts due from related parties 
	19,008
	
	291
	
	7,057

	Positive fair value of forward foreign exchange contracts 
	1,218
	
	5
	
	1,304

	
	122,797
	
	78,016
	
	76,775


16 Share capital and share premium

	
	Authorised
	
	Issued and fully paid

	
	31 March

2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March

2007
(Unaudited)
	
	31 March

2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March

2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000
	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	
	
	
	
	
	
	

	Shares of KD0.100 each
	94,551
	
	85,956
	
	85,956
	
	94,551
	
	85,956
	
	85,956


The annual general meeting of the shareholders held on 26 March 2008 approved to increase the authorised capital from KD85.956 million to KD136.893 million by issuance of 85,955,744 bonus shares,  68,500,000 shares under the group’s performance bonus scheme and share option scheme, and 354,904,616 shares under proposed capital increase to bring in international and strategic investors. At the balance sheet date, only bonus shares were issued.  Share premium is not available for distribution.

17 Treasury shares

The details of treasury shares are as follows:

	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	
	
	
	
	

	Number of shares (‘000)
	6,439
	
	1,621
	
	27,407

	Percentage holding
	0.68%
	
	0.19%
	
	3.188%

	Carrying cost (KD’000)
	7,658
	
	1,542
	
	24,440

	Market value (KD’000)
	6,117
	
	1,588
	
	19,732


18 Short term borrowings and wakala payables

Borrowings are due to local and regional financial institutions with maturities ranging from less than 3 months to 12 months from the date of borrowings and are unsecured.  The average effective interest ranges between 2.375% and 8.25% (31 December 2007: 5.81% and 8.25% and 31 March 2007: 6.11% and 8.25% ) per annum.

Wakala payables represent wakala contracts with local financial institutions maturing within 6 months from the balance sheet date.  The average effective cost attributable to these contracts ranges between 4% and 8% (31 December 2007: 6.1% and 8% and 31 March 2007: 6% and 8.25%) per annum.

19 Medium term borrowings

Medium term borrowings were obtained for general financing purposes and are due to regional and international financial institutions under the following facilities: 

	a)
	3 year US$300 million syndicated loan facility, maturing in June 2010;

	
	

	b)
	US$ 10 million facility maturing in October 2009.  


These facilities carry a floating rate interest of 3/ 6 month LIBOR plus a margin ranging from 0.8.% to 1.25%  (31 December 2007: 0.8% to 1.25% and 31 March 2007:0.8% to 1.25.%) per annum.

20 Bonds

	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	On 23 June 2004, the parent company issued unsecured bonds in the principal amount of KD20,000,000 composed of bonds in two series as follows:
	
	
	
	
	-

	· Fixed rate bonds due on 23 June 2009 (bearing fixed interest at the rate of 5% per annum payable semi-annually)
	8,000
	
	8,000
	
	8,000

	· Floating rate bonds due on 23 June 2009 (bearing interest at the rate of 1% per annum over the six-month KIBOR in effect on the rate fixing date payable semi-annually)
	12,000
	
	12,000
	
	12,000

	On 25 April 2007, the parent company issued unsecured bonds in the principal amount of KD45,000,000 composed of bonds in two series as follows:
	
	
	
	
	

	· Fixed rate bonds due on 25 April 2012 (bearing fixed interest rate of 7% payable semi annually)
	20,000
	
	20,000
	
	-

	·  Floating rate bonds due on 25 April 2012 (bearing interest at the rate of  1% per annum over KIBOR in effect on the rate fixing date payable semi-annually)
	25,000
	
	25,000
	
	-

	
	65,000
	
	65,000
	
	20,000


The parent company has the option of early redemption on all bonds (together) at any time after two years from the date of issue at face value plus accrued interest.
21 Other liabilities

	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	Accrued expenses
	6,659
	
	6,243
	
	9,499

	Payable for settlement of purchase of securities
	16,027
	
	14,143
	
	4,071

	Dividend payable (Note 21)
	42,769
	
	-
	
	34,200

	Other payables
	20,645
	
	19,836
	
	6,673

	Negative fair value of forward foreign exchange contracts   
	-
	
	-
	
	39

	
	86,100
	
	40,222
	
	54,482


22 Dividends

The general assembly of the shareholders held on 26 March 2008 approved cash dividend of 50 Fils per share amounting to KD42.769 million and bonus shares of 10% of paid up share capital for the year ended 31 December 2007 (2006: cash dividend of 50 Fils per share and bonus shares of 20%).

23 Related party transactions

These represent transactions with certain related parties (directors and executive officers of the parent company and their related concerns) entered into by the group in the ordinary course of business.  
	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	Transactions included in the consolidated balance sheet: 
	
	
	
	
	

	Loans to directors and senior management 
	1,315
	
	1,997
	
	2,137

	Amounts due from related parties (Note 14)
	19,008
	
	291
	
	1,304

	Wakala payables
	21,128
	
	30,351
	
	43,622

	
	
	
	
	
	

	Transactions included in the consolidated statement of income:
	
	
	
	
	

	Interest income
	25
	
	415
	
	44

	Interest expense
	369
	
	2,304
	
	816

	Net gain on financial assets designated at fair value through  statement of income
	1,904
	
	-
	
	-

	
	
	
	
	
	

	Key management compensation:
	
	
	
	
	

	Salaries and other short term benefits 
	320
	
	1,480
	
	179

	Cost of share based payment
	250
	
	800
	
	200

	Terminal benefits 
	140
	
	493
	
	26

	
	710
	
	2,773
	
	405


24 Segmental information

For management purposes the group is organised into five major business segments:

-
Assets Management: Managing of GCC, MENA and international managed funds, discretionary and non-discretionary portfolio management and custody services.

-
Principal investments: Comprises of investing of company funds in private equity and quoted securities, lending to corporate and individual customers and managing the company’s liquidity requirements.

-
Proprietary trading: Directional long only equity trading in GCC, MENA and other emerging markets.

-
Investment Banking and advisory: Venture capital, private placement of equities and debt, advising and managing listings, initial public offerings (IPOs), arranging conventional and Islamic debt and equity advising, advising on strategy, privatisation, mergers and reverse mergers and acquisitions.   

-    Brokerage : Quoted and unquoted equity and debt instruments brokerage and online trading.

-
Real estate: sale and purchase of real estate, real estate brokerage and advisory.

The group primarily operates in one geographical region (Kuwait, GCC and other Middle Eastern and North African countries) and accordingly does not have a secondary segment.

23
Segmental information (continued)

	
	Asset

management
	Principal  investments & Group Treasury
	Proprietary trading
	Investment banking and Advisory
	Brokerage
	Real

 estate
	Total

	
	KD ′000
	KD ′000
	KD ′000
	KD ′000
	KD ′000
	KD ′000
	KD ′000

	31 March 2008    (Unaudited)
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Segment income
	6,875
	33,050
	(3,426)
	7,735
	665
	7,654
	52,553

	Inter segment income(expense)
	657
	(2,647)
	-
	1,990
	-
	-
	-

	Total segment income
	7,532
	30,403
	(3,426)
	9,725
	665
	7,654
	52,553

	Segment profit
	5,165
	17,948
	(5,042)
	9,409
	602
	6,839
	34,921

	
	
	
	
	
	
	
	

	Profit for the period
	
	
	
	
	
	
	34,921

	
	
	
	
	
	
	
	

	31 March 2007 

(Unaudited)
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Segment income
	3,857
	28,636
	2,344
	-
	-
	-
	34,837

	Inter segment income(expense)
	565
	(1,845)
	-
	1,280
	-
	-
	-

	Total segment income
	4,422
	26,791
	2,344
	1,280
	-
	-
	34,837

	Segment profit
	3,342
	17,022
	1,238
	1,092
	-
	-
	22,694

	
	
	
	
	
	
	
	

	Profit for the period
	
	
	
	
	
	
	22,694

	
	
	
	
	
	
	
	

	31 March 2008    (Unaudited)
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Total segmental assets
	-
	771,320
	64,366
	-
	-
	46,781
	882,467

	Total segmental liabilities
	-
	(493,772)
	(41,622)
	-
	-
	(30,250)
	(565,644)

	Net segmental assets
	-
	277,548
	22,744
	-
	-
	16,531
	316,823

	
	
	
	
	
	
	
	

	Unallocated assets
	
	
	
	
	
	
	84,186

	Unallocated liabilities
	
	
	
	
	
	
	(86,100)

	Net assets
	
	
	
	
	
	
	314,909

	
	
	
	
	
	
	
	

	Capital expenditure
	
	
	
	
	
	
	424

	Depreciation
	
	
	
	
	
	
	237

	
	
	
	
	
	
	
	

	31 March 2007 

(Unaudited)
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Total segmental assets
	-
	589,352
	42,858
	-
	-
	14,781
	646,991

	Total segmental liabilities
	-
	(397,305)
	(27,968)
	-
	-
	(9,645)
	(434,918)

	Net segmental assets
	-
	192,047
	14,890
	-
	-
	5,136
	212,073

	
	
	
	
	
	
	
	

	Unallocated assets
	
	
	
	
	
	
	76,625

	Unallocated liabilities
	
	
	
	
	
	
	(54,482)

	Net assets
	
	
	
	
	
	
	234,216

	
	
	
	
	
	
	
	

	Capital expenditure
	
	
	
	
	
	
	2,599

	Depreciation
	
	
	
	
	
	
	126


25 Fiduciary accounts

The group manages portfolios on behalf of others, mutual funds, and maintains cash balances and securities in fiduciary accounts, which are not reflected in the group’s balance sheet.  Assets under management at 31 March 2008 amounted to KD 2,477.075 million (31 December 2007: KD 2,347.684 million and 31 March 2007: KD2,129.858 million).

26 Derivative financial instruments

	
	31 March 2008

(Unaudited)
	
	31 Dec. 2007

(Audited)
	
	31 March 2007

(Unaudited)

	
	Notional amount
	
	Positive

fair value
	
	Notional amount
	
	Positive

 fair value
	
	Notional amount
	
	Negative

fair value

	
	KD’000
	
	KD’000
	
	KD’000
	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	
	
	
	
	
	
	

	Forward foreign exchange contracts
	53,485
	
	1,218
	
	40,203
	
	5
	
	48,934
	
	(39)


Forward foreign exchange contracts mature within 3 months of the balance sheet date.

Forward foreign exchange contracts comprise of contracts both with clients and offsetting contracts with bank counter parties and to cover the group’s foreign currency needs. 
27 Commitments

At 31 March 2008, the group had commitments to invest in venture capital funds and securities amounting to KD0.125 million (31 December 2007: KD0.581 million and 31 March 2007: KD2.249 million), after deducting commitments by the group’s clients. Further at 31 March 2008 the group had commitments for acquisition of real estate investments aggregating KD34.16 million payable by:
	
	31 March 2008
(Unaudited)
	
	31 Dec.

2007
(Audited)
	
	31 March 2007
(Unaudited)

	
	KD’000
	
	KD’000
	
	KD’000

	
	
	
	
	
	

	31 December 2008
	10,376
	
	33,004
	
	-

	31 December 2009
	16,333
	
	18,351
	
	-

	31 December 2010
	7,448
	
	7,657
	
	-


