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Dubai, 5th August 2002

SHUAA Capital First Quarter 2002 Consolidated Financial Results and Analysis
SHUAA Capital announced its first quarter consolidated financial results for the 3 months period ended 30 June 2002, reviewed by the Company’s auditors, Ernst & Young.

The company’s total income for this period came in at AED 13.4 million, with net income after operating expenses and minority interest amounting to AED 4.9 million, or equal to earnings of AED 0.016 per share. For the comparative 3 months period, total income was AED 10.6 million with net income amounting to AED 5.5 million, or equal to earnings of 0.018 per share. 

Although total income increased by 26% versus the same period last year, this was offset by an increase in interest expenses and general & administrative expenses, as the company moves forward with its strategy of positioning itself as a leading regional investment bank. 

The company’s first quarter financial results continue to demonstrate our ability to grow in terms of total income generated from managing our assets and from the fees and commissions earned on the asset and portfolio management services offered by SHUAA Capital. This must be weighted against a challenging investment environment marked with difficult global macroeconomic conditions. The recession in the U.S., coupled with the political turmoil in the region and the volatile global financial markets, have presented us with formidable challenges in terms of growth, valuations, flows of capital to the region and a general decline in investment appetite by our clients. Despite all of these hurdles, our investment returns have outperformed the major indexes and continue to defy the general downward trend of financial markets.      

SHUAA Capital has been aggressively pursuing a strategy of diversifying its activity base and its revenue streams, primarily into asset and portfolio management, Arab fixed income, Arab equities, regional and international brokerage, advisory services and corporate finance. This diversification has been put to the test and the results are a reflection of the soundness of the strategies been implemented.

The company completed the acquisition of a majority stake in Gulf Finance Corporation, a finance company engaged in consumer and corporate lending activities, in early 2002. In the first 6 months of this year, the subsidiary has experienced strong demand for its services and its’ profits have surged 68% versus the comparative period last year. The results of the subsidiary are been consolidated into the company’s financial results for the period. 

The important factors that impacted the results this quarter were as follows:

1. The investment portfolios experienced a strong performance with a gross return for the quarter of 4% across all portfolios. Our Arab Equity Asset Management business achieved a gross yield of 5.8% for the quarter, lead by a rebound in Arab equity markets primarily the GCC markets. The Debt Asset Management business also experienced a strong performance in the first quarter with a gross yield of 2.4% for the quarter. The returns were achieved despite volatility in the emerging markets during the quarter that effected valuations of debt instruments. However, the fundamental elements surrounding these securities remains intact and these instruments offer investors a high yield in a low interest rate environment. 

During the quarter, the company launched two new funds to investors. The Emirates Equities Fund (Al Thiqa) and the Arab Fixed Income Fund (TAIF) were launched in May 2002 to join our existing Arab Gateway Fund ($22 million) and MENAVEST ($54 million) funds.  The Al Thiqa Fund focuses on UAE equities and is open to all investors, including non-UAE nationals. The Arab Fixed Income Fund focuses primarily on debt instruments and is targeted at institutional investors.

2. Off balance sheet client funds under management stands at AED 252 million, relatively unchanged from last quarter. New assets were brought under management, but that was equally offset by the maturity of some investments. However, we continue to witness an increase in investor interest in Arab equities and Arab fixed income instruments as a viable asset class in a diversified portfolio.

During the quarter, total revenue from asset management and advisory services was AED 1.4 million versus AED 0.4 million in the comparative 3 months period in 2001. We are expanding our marketing abilities with the recruitment of highly experienced professionals to provide greater support in the neighboring Gulf countries and we are correspondingly confident of significantly increasing our income from asset management. 

3. General and administrative costs have increased in comparison to the same period last year. For the 3 months period, General and Administrative expenses totaled AED 5.7 million versus AED 4.2 million in the comparative period. The increase is mainly attributed to additional personnel costs as the company moves forward with its strategic plans of positioning itself as a regional investment bank offering a full range of financial services to its clients. Group employees at the end of this period totaled 62 members in comparison to 43 members last year.    

4. Interest expense increased this period totaling AED 1.6 million for the 3 months. This is primarily due to the increase in average borrowings from banks under existing facilities as the Company expands its activities and participation in financial products. The company expects interest expense to increase materially in the future as a result of a 3 year bond offering of AED 91 million ($25 million) carrying a semi-annual floating rate coupon of LIBOR plus a 2% spread. The bond offering was closed on 10 July 2002, subsequent to this quarter. 

Attached is a complete set of our FY2002 first quarter consolidated financial statements reviewed by Ernst & Young. You may also view our historical financials through our website at www.shuaacapital.com 

For further information, please contact:

Kerim Mitri, c.a

Chief Financial Officer

kmitri@shuaacapital.com
Sinan Qaimari

Head of Accounts Department

sqaimari@shuaacapital.com
Yousef Al Ashkar

Shareholders Relations Officer

yashkar@shuaacapital.com
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Accountants’ Review Report

To the Board of Directors of:


SHUAA Capital PSC
We have reviewed the accompanying condensed consolidated balance sheet of SHUAA Capital PSC (a public shareholding company registered in the Emirate of Dubai – United Arab Emirates) and its Subsidiaries as of 30 June 2002 and the related condensed consolidated statements of income, changes in shareholders’ equity and cash flows for the three month period then ended.  These interim condensed consolidated financial statements are the responsibility of the Company’s management.  Our responsibility is to issue a report on these interim financial statements based on our review.

We conducted our review in accordance with the International Standard on Auditing applicable to review engagements.  This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the interim condensed consolidated financial statements are free of material misstatement.  A review is limited primarily to inquiries of Company personnel and analytical procedures applied to financial data and thus provides less assurance than an audit.  We have not performed an audit and, accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim condensed consolidated financial statements are not presented fairly, in all material respects, in accordance with International Accounting Standard 34. 
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Signed by

Edward B Quinlan

Partner

Registration number: 93 

Dubai, United Arab Emirates

30 July 2002

SHUAA Capital PSC

Condensed Consolidated Balance Sheet 

As of 30 June 2002

(Currency - Thousands of U.A.E. Dirhams)





30 June
31 March
30 June





2002
2002
2001


(Unaudited)
(Audited)
(Unaudited)



Assets
Cash and deposits with banks

3,464
4,790
22,939

Other deposit
3
17,200
17,200
43,000
 

Receivables and other debit balances

24,718
17,192
16,960

Trading securities
4
175,153
169,060
157,956

Installment credits, loans and advances, net
5
165,670
149,205
8,716 

Investments
6
167,928
158,770
171,112

Investment in an associate
7
5,877
5,767
5,058

Fixed assets
8
2,790
     2,927
3,085

Goodwill

9
   4,477
    4,596
     961
Total Assets

567,277
529,507
429,787
Liabilities
Due to banks
10
165,570
154,286
41,872

Payables and accrued expenses

 37,396
  23,598
33,763
Total Liabilities

202,966
177,884
75,635
Minority interest
11
18,994
18,462
     -  
Shareholders’ Equity
Paid-up share capital
12
300,000
300,000
300,000

Statutory reserve

49,057
48,568
48,687

Investment revaluation reserve
13
(11,312)
(18,576)
(12,431)

Retained earnings
13
   7,572
   3,169
 17,896
Total Shareholders’ Equity

345,317
333,161
354,152
Total Liabilities, Minority Interest

   and Shareholders’ Equity

567,277
529,507
429,787
Contra accounts

Clients funds under management 
23
252,173
251,271
153,073
The accompanying notes form an integral part of these condensed consolidated financial statements.
SHUAA Capital PSC

Condensed Consolidated Statement of Income 

For the three months period ended 30 June 2002

(Currency - Thousands of U.A.E. Dirhams)



1/4/2002 to
1/4/2001 to
1/1/2001 to






30/6/2002
30/6/2001
30/6/2001



(3 months) 
(3 months)
(6 months)





                   (Unaudited)      
(Unaudited)   
(Unaudited)

Interest income

4,428
617
1,461
Investment banking income:

Income from trading securities

6,363
6,892
6,715

Income from investments
15
1,131
3,033
4,798

Fees and commission income

1,365
433
871

Income (loss) from an associate

110
(132)
(132)

Foreign currency exchange loss

   (31)
 (253)
(1,959)


Investment banking income

8,938
9,973
10,293

Total income 

13,366
10,590
11,754


Interest expense

(1,578)
(547)
(1,122)

Provision for impairment
5
(155)
   -   
     -   

Net operating income 

11,633
10,043
10,632

General and administrative expenses
16
(5,716)
(4,185)
(7,701)

Depreciation and amortization

 (493)
(335)
  (618)


Operating expenses

(6,209)
(4,520)
(8,319)

Net profit for the period before

  minority interest 

5,424
5,523
2,313

Minority interest

  (532)
    -   
   -   
Net profit for the period

4,892
5,523
2,313
Earnings per share
17
AED
0.016
AED
0.018
AED
0.007
The accompanying notes form an integral part of these condensed consolidated financial statements.

SHUAA Capital PSC

Condensed Consolidated Statement of Changes in Shareholders’ Equity

For the three months period ended 30 June 2002

(Currency - Thousands of U.A.E. Dirhams)


Paid-up

Investment




share
Statutory
revaluation
Retained
Proposed



capital
reserve
reserve
earnings
dividend
Total
Balance as of 

  1 January 2001
300,000
48,456
-   
2,162
15,000
365,618

Effect of adoption of 

  IAS 39 at 1 January 

   2001 (Note 13)

-   
-   
-   
13,652
-   
13,652
Balance as of 

  1 January 2001

    as adjusted (Note 13)
300,000
48,456
-   
15,814
15,000
379,270
Net income for the period
-   
-   
-   
2,313
-   
2,313
Appropriation to statutory 

  Reserve
-   
231
-   
(231)
-   
-   

Changes in fair value

  of investments (Note 13)
-   
-   
(12,431)
     -   
     -   
(12,431)

Dividend paid
        -   
      -   
      -   
     -   
(15,000)   
(15,000)
Balance as of

  30 June 2001
300,000
48,687
(12,431)
   17,896
-   
354,152
Balance as of 

  1 April 2002
300,000
48,568
(18,576)
3,169
-   
333,161

Changes in fair value

  of investments (Note 13)
-   
-   
7,264
-   
-   
7,264

Net profit for the period
-   
-   
-   
4,892
-   
4,892

Transfer to statutory reserve

-   
489
-   
(489)
-   
-   
Balance as of

  30 June 2002
300,000
49,057
(11,312)
7,572
-   
345,317
The accompanying notes form an integral part of these condensed consolidated financial statements.

SHUAA Capital PSC 

Condensed Consolidated Statement of Cash Flows

For the three months period ended 30 June 2002

(Currency - Thousands of U.A.E. Dirhams)



30 June
30 June






2002
2001



(3 months)
(6 months)



(Unaudited)            (Unaudited)
Cash flows from operating activities:



Net profit for the period 

4,892
2,313
Adjustments to reconcile net profit for the 

  period to net cash used in operating activities:

Depreciation and amortization 
493
618

(Gain) loss from investment in an associate
(110)
132

Gain from sale of investments
-   
(1,959)

Minority Interest

532
-   

Provision for impairment
  155
   -   



Net cash from operating activities before changes 


  in assets and liabilities
5,962
1,104

Changes in assets and liabilities:

Increase in receivables and other debit balances
(7,526)
(5,547)

Increase in installment credits, loans and advances
(16,620)
-   

(Increase) decrease in trading securities
(6,093)
2,910

Increase in payables and accrued expenses
13,798
17,073

Acquisition of an associate
-   
(6,200)

Additions to investments
(2,191)
(9,165)

Proceeds from sale of investments
297
4,479

Purchase of fixed assets
   (237)
 (402)

Net cash (used in) provided by operating activities
(12,610)
4,252

Cash flows from financing activities:

Increase in amounts due to banks
11,284
16,712

Dividend paid

      -   
(15,000)

Net cash provided by financing activities
11,284
1,712

Net (decrease) increase in cash and cash equivalents
(1,326)
5,964

Cash and cash equivalents at beginning of period
4,790
16,975

Cash and cash equivalents at end of period
3,464
22,939
The accompanying notes form an integral part of these condensed consolidated financial statements.

SHUAA Capital PSC

Notes to the Condensed Consolidated Financial Statements

For the three month period ended 30 June 2002

(Currency - Thousands of U.A.E. Dirhams)

1.
Legal status and activities:

SHUAA Capital PSC (the ‘Company’) is a public shareholding company established in Dubai, United Arab Emirates, pursuant to the Emiree Decree No. 6 of 25 April 1979 and in accordance with the Federal Law No. (8) of 1984.


The Company pursues a broad investment strategy with special emphasis on the Arab region in general, the U.A.E. and G.C.C. markets in particular and is actively involved in public and private capital markets in the region.  The Company’s shares are traded on the Kuwait Stock Exchange and the Dubai Financial Market in the United Arab Emirates. 


The Company is licensed by the Central Bank of the United Arab Emirates to conduct financial investment business services including underwriting of securities and other corporate finance activities, investment advisory services, asset and portfolio management and brokerage in local and international securities.


During the Extraordinary General Meeting held on 21 April 2001, the shareholders resolved to change the corporate name from Arabian General Investment Corporation (AGICO) to SHUAA Capital PSC and the financial year-end from 31 December to 31 March. Accordingly, this year’s first quarter ended on 30 June whereas the previous year’s first quarter ended on 31 March.


These interim financial statements were authorized for issue in accordance with the resolution of the Board of Directors on 30 July 2002.

2.
Significant accounting policies:


These interim condensed consolidated financial statements have been prepared in accordance with the same accounting policies and methods of computations as were followed in the most recent annual financial statements.


The condensed consolidated financial statements have been prepared to present interim financial information in compliance with International Accounting Standard 34, ‘Interim Financial Reporting’. Condensed consolidated financial information does not include all of the information and footnotes required for complete financial statements prepared in accordance with International Accounting Standards.
These condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements for the year ended 31 March 2002.


Other accounting policy adopted effective from this period:


Repurchase and resale agreements-


Assets sold with a simultaneous commitment to repurchase at a specified future date (‘Repo’) continue to be recognized in the balance sheet. The counterparty liability for amounts received under these agreements is included in payables and accrued liabilities. The difference between sale and repurchase price is treated as interest expense and accrued over the life of the Repo agreement.


Assets purchased with a corresponding commitment to resell at a specified future date (‘Reverse Repo’) are not recognized in the balance sheet, as the Company does not obtain control over the assets. Amounts paid under these agreements are included in receivables and other debit balances. The difference between the purchase and resale price is treated as interest income and accrued over the life of the Reverse Repo agreement.

3. Other deposit:

Other deposit amounting to 17,200 (30 June 2001 – 43,000) represents a margin amount that was deposited against a guarantee issued to comply with the Central Bank of the United Arab Emirates requirement regarding the license to conduct financial investment business services (Note 1).


4. Trading securities:

Trading securities represent financial investments intended to be held for less than one year and comprise of the following – 


30 June
30 June


2002
2001
Quoted fund investments

129,406
35,816

Fixed income securities

21,804
105,024

Equity securities

 23,943
17,116





175,153
157,956


The Company occasionally places certain trading securities as collateral against the Company’s credit lines (Note 10).

5. Installment credits, loans and advances:

Installment credits, loans and advances comprise the following:


30 June
30 June


2002
2001
Term loan
66,540
-   

Installment credits
75,653
-   

Loans and advances
21,073
-   

Due from clients
   2,404
8,716


165,670
8,716

a. Term loan -

The term loan represents the Company’s participation in a bridge facility of 110,000 arranged by the Company to finance the public tender for the acquisition of Aramex International Limited by a third party.  The term loan carries an interest rate of 9.25% and is repayable in the next quarter.

This term loan is secured by the underlying shares of Aramex International Limited valued at a significant mark-up to the loan amount.

b. Installment credits -


30 June
30 June


2002
2001

Total installment credits
89,533
-   


Cumulative provision for impairment 
(2,600)
-   


Unearned income on installment credits
(11,280)
   -   


75,653
   -   

A provision for impairment of 155 was recognized as an expense during the period. This represents management’s estimate of potential losses in the lending portfolio at the balance sheet date.
5. Installment credits, loans and advances (Continued):

c. Loans and advances -


30 June
30 June


2002
2001


Loans
12,604
-   


Bills discounted
8,046
-   



Others
 1,012
   -   



21,662
   -   



Cumulative provision for impairment 
(417)
-   



Unearned interest
         (172)
   -   


 

21,073
   -   


Loans include an amount of 4,126 due from related parties (Note 18).

d. Due from clients -

The Company extends margins to clients for the purpose of trading in quoted securities.  These advances are short-term in nature and are secured by the underlying securities held in custody by the Company.  As of 30 June 2002, these securities were valued at 9,471.

6.
Investments:

Investments, held as available-for-sale, comprise the following –


30 June
30 June


2002
2001
Unquoted direct equity investments

96,027
105,716

Quoted direct equity investments

43,066
39,006
Unquoted fund investments

 28,835
 26,390




167,928
171,112
These investments are stated at their estimated fair value except for investments totaling 24,103 (30 June 2001 – 32,626) that are stated at their historical cost because it was not possible to reliably measure the fair value of certain unquoted funds and unquoted direct equity investments.

7.
Investment in an associate:


The Company acquired a 50% ownership interest on 1 February 2001 in Emirates Commercial Center for Shares and Bonds L.L.C., a brokerage firm in the United Arab Emirates licensed to operate in the Abu Dhabi Securities Market and the Dubai Financial Market, for a consideration of 6,200.  The net assets of the associate as of 1 February 2001 amounted to 5,223.  The excess of the consideration over the fair value of the net assets at the date of purchase is included in goodwill (Note 9). This is a strategic investment over which the Company exerts significant influence. Accordingly, this investment is accounted for using the equity method of accounting.


8.
Fixed assets:


The movement on fixed assets during the period is as follows –



Furniture
Office




Motor
and leasehold
equipment 


vehicles
improvements
and computers
Total


Cost -

At 1 April 2002
365
3,223
3,311
6,899


Additions
-   
108
129
237


Disposals
  -   
    -   
    -   
    -   

At 30 June 2002
365
3,331
3,440
7,136

Accumulated depreciation -


At 1 April 2002
289
1,346
2,337
3,972


Charge for the period
20
165
189
374


Disposals
  -   
    -   
    -   
    -   

At 30 June 2002
309
1,511
2,526
4,346

Net book value -






At 30 June 2002
56
1,820
914
2,790

At 30 June 2001
24
2,108
953
3,085
9.
Goodwill:


The movement in goodwill during the period is as follows:


30 June
30 June


2002
2001

Cost –


Balance, beginning of period
4,752
-   


Goodwill from acquiring an associate (Note 7)
    -   
977

Balance, end of period
4,752
977

Accumulated amortisation –

Balance, beginning of period
156
-  


Amortisation for the period
119
16

Balance, end of period
275
16

Net book value
4,477
961

10.
Due to banks:

Due to banks comprises of borrowings, repayable within 12 months, obtained from commercial banks in the ordinary course of business against the Group’s established credit lines with these banks. Certain facilities are in the form of overdraft lines while others are secured by a lien on certain trading securities (Note 4).

The Group’s banking facilities are renewable every six months and carry US Dollar LIBOR based floating rates of interest plus a spread ranging between 1% and 2.5%.  During the period, the Group secured new credit facilities of 19,346.

11.
Minority interest:

Minority interest represents the minority shareholder’s proportionate share in the aggregate value of the net assets of a Subsidiary (Note 20) and the results of the Subsidiary’s operations.

12.
Paid-up share capital:

The Company’s authorized, issued and fully paid capital comprises of 300,000,000 shares of UAE Dirham 1.00 each.


The Company implemented an executive stock option plan administered by a trustee. Under this plan, the Company grants options to executive employees to purchase common shares of the Company that may be exercised after 3 years of continuous employment with the Company. Under the terms of the plan, the trustee meets the option obligations from the existing share capital outstanding. Accordingly, no new shares are issued by the Company and the share capital outstanding is not affected by the executive stock option plan.     


As of 30 June 2002, the Company had outstanding options to purchase 6,852,570 common shares granted to employees under the stock option plan. In accordance with the terms of the plan, options granted are deemed expired when entitled employees voluntarily cease employment with the Company.


During the period, the Company granted options to purchase 200,000 shares. No options were exercised during the period.

13.
Investment revaluation reserve:


The movement on investment revaluation reserve since adoption of IAS 39 is as follows:


Balance at 31 December 2000
-   


Transfer from retained earnings
13,652


Changes in fair value of investments available for sale
(24,964)


Net cumulative investment revaluation reserve at 30 June 2002
(11,312)

The Company transferred at 31 March 2002 an amount of 13,652 from retained earnings to the investment revaluation reserve, equal to the amount recognized initially at 1 January 2001 through opening retained earnings in accordance with IAS 39. 

14.
Repurchase and resale agreements:

Proceeds from assets sold under repurchase agreements at the end of the period amounted to 14,539 (30 June 2001 – nil) and are included in payables and accrued expenses.

Amounts paid for assets purchased under resale agreements at the end of the period amounted to 7,598 (30 June 2001- nil) and are included in receivables and other debit balances.

15.
Income from investments:

Income from investments comprises the following - 



1/4/2002 to
1/4/2001 to
1/1/2001 to






30/6/2002
30/6/2001
30/6/2001



(3 months) 
(3 months)
(6 months)


Dividends
1,131
842
2,219


Income from funds
-   
232
620


Gain on sale of investments
    -   
1,959
1,959


1,131
3,033
4,798

16.
General and administrative expenses:

General and administrative expenses comprise the following:



1/4/2002 to
1/4/2001 to
1/1/2001 to






30/6/2002
30/6/2001
30/6/2001






(3 months) 
(3 months)
(6 months)


Employee costs
3,942
2,309
4,736

Office rent and related expenses
321
257
513

Corporate marketing and branding costs
275
422
427

Other general and administrative expenses
1,178
1,197
2,025

        5,716
4,185
7,701

As of 30 June 2002, the Group had a total of 62 employees (30 June 2001 – 32 employees).

17.
Earnings per share:

The earnings per share - basic for the period has been computed using the net income for the period of 4,892 (6 months ending 30 June 2001 – 2,313) divided by the weighted average number of shares outstanding of 300,000,000. The earnings per share are rounded to the third decimal place. 

There were no diluting elements resulting from potential ordinary shares or other financial instruments during the period.

18.
Related party transactions:

A number of transactions are entered into with related parties in the normal course of business.  These transactions are carried out on commercial terms and conditions.  

At 30 June 2002, assets and liabilities with related parties amounted to 12,654 and 5,649 respectively (30 June 2001 – 4,876 and 4,886 respectively).

19.
Subsidiaries:

The Company has the following significant subsidiaries consolidated into these financial statements:

Name
Country of incorporation

Holding
SHUAA Capital (Assets) Inc.
British Virgin Islands

100%

SHUAA Capital Inc.
British Virgin Islands


100%

Gulf Finance Corporation
United Arab Emirates

55%

20.
Acquisition:

On 19 February 2002 the Group acquired 55% of the share capital of Gulf Finance Corporation (“GFC”), a finance company engaged in installment financing, receivable financing and check discounting in the U.A.E, for a consideration of 26,086.  The Group’s share of the net assets of the subsidiary acquired as of 19 February 2002 amounted to 22,311.  The excess of the consideration over the Company’s share in the fair value of the net assets at the date of purchase is included in goodwill (Note 9).

The acquired business contributed revenues of 2,911 and operating profit of 1,182 during the period.

21.
Interest rate risk management:

The Group is exposed to various risks associated with the effects of fluctuations in the prevailing levels of market interest rates on its financial position and cash flows. The Group seeks to limit its exposure to such movements by managing the interest rate and maturity structure of assets and liabilities.
The Group’s interest rate sensitivity position at period end, determined by the earlier of contractual re-pricing or maturity dates, was as follows:

	 
	Up to 3 months
	3-12 months
	1-5 years
	Over 5 years
	Non-interest bearing
	Total
	
	Effective interest rates

	
	
	
	
	
	
	
	
	

	 
	
	
	
	
	
	
	
	 

	Assets
	
	
	
	
	
	
	
	 

	Cash and deposits with banks
	     3,183 
	-   
	-   
	-   
	        281 
	     3,464 
	
	- 

	Other deposit
	    17,200 
	-   
	-   
	-   
	-   
	    17,200 
	
	1.60%

	Receivables and other debit      balances
	7,598
	-   
	-   
	-   
	    17,120 
	    24,718 
	
	3.10%

	Trading securities
	1,132 
	     7,385 
	-   
	    68,673 
	  97,963 
	  175,153 
	
	7.93%

	Installment credits, loans and advances
	  92,596 
	    40,141 
	    32,933 
	-   
	-   
	165,670
	
	11.15%

	Investments
	-   
	-   
	-   
	-   
	  167,928 
	  167,928 
	
	    -       

	Investment in an associate
	-   
	-   
	-   
	-   
	     5,877 
	     5,877 
	
	    -       

	Fixed assets
	-   
	-   
	-   
	-   
	     2,790 
	     2,790 
	
	    -       

	Goodwill
	-   
	-   
	-   
	-   
	     4,477 
	     4,477 
	
	    -       

	Total Assets
	  121,709 
	    47,526 
	    32,933 
	    68,673 
	  296,436 
	  567,277 
	
	 

	 
	
	
	
	
	
	
	
	 

	Liabilities and shareholders’ equity
	
	
	
	
	
	
	
	 

	Due to banks
	  108,439 
	    57,131 
	-   
	-   
	-   
	165,570
	
	3.58%

	Payables and accrued expenses
	     17,476 
	     5,114 
	-   
	-   
	    14,806 
	    37,396 
	
	3.53%

	Minority interest
	-   
	-   
	-   
	-   
	    18,994 
	    18,994 
	
	    -        

	Shareholders' equity
	-   
	-   
	-   
	-   
	  345,317 
	  345,317 
	
	    -        

	Total Liabilities and shareholders’ equity
	  125,915 
	    62,245 
	-   
	-   
	  379,117 
	  567,277 
	
	 

	 
	
	
	
	
	
	
	
	 

	Interest rate sensitivity gap
	    (4,206)
	  (14,719)
	    32,933 
	    68,673 
	  (82,681)
	-   
	
	 

	Cumulative interest rate sensitivity gap
	    (4,206)
	  (18,925)
	    14,008 
	    82,681 
	-   
	-   
	
	


22. Segmented information:

The Company accounts for its activities on the basis of four main business segments; trading securities, investments available-for-sale, asset management and advisory services and financing activities.  Net income contributed by the Company’s business segments and presented by geographical region is as follows –

	
	30 June 2002
	
	30 June 2001

	
	Trading securities
	Investments
	Commissions and fee income
	Financing activities
	Others
	Total
	
	Trading securities
	Investments
	Commissions and fee income
	Financing activities
	Others
	Total

	
	 
	
	
	
	
	 
	 
	 
	
	
	
	
	 

	GCC countries
	       3,312 
	                  -   
	                   432 
	        3,951 
	          109 
	       7,804 
	 
	         4,482 
	                   -   
	                    80 
	           617 
	          (132)
	        5,047 

	Middle East and North Africa
	       1,828 
	           1,131 
	                   662 
	              90 
	              -   
	       3,711 
	 
	         4,354 
	               890 
	                  353 
	               -   
	               -   
	        5,597 

	North America
	           198 
	                  -   
	                   271 
	               -   
	              -   
	           469 
	 
	           (123)
	            2,143 
	                     -   
	               -   
	               -   
	        2,020 

	Europe
	       1,048 
	                  -   
	                      -   
	               -   
	              -   
	       1,048 
	 
	        (1,887)
	                   -   
	                     -   
	               -   
	          (125)
	      (2,012)

	Unallocated expenses
	           (23)
	                  -   
	                      -   
	               -   
	     (8,117)
	      (8,140)
	 
	               66 
	                   -   
	                     -   
	               -   
	      (5,195)
	      (5,129)

	
	       6,363 
	           1,131 
	               1,365 
	        4,041 
	     (8,008)
	       4,892 
	
	         6,892 
	            3,033 
	                  433 
	           617 
	      (5,452)
	        5,523 

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	The geographical segmentation of the balance sheet assets and liabilities is as follows-
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	30 June 2002
	
	30 June 2001

	 
	GCC countries
	Middle East and North Africa
	North        America
	Europe
	Others
	Total
	 
	GCC countries
	Middle East and North Africa
	North        America
	Europe
	Others
	Total

	Assets
	
	
	
	
	
	
	 
	
	
	
	
	
	

	Cash and deposits with banks
	       2,751 
	                16 
	                   685 
	              12 
	              -   
	       3,464 
	 
	       22,480 
	                   -   
	                  430 
	              29 
	               -   
	      22,939 

	Other deposit
	     17,200 
	                  -   
	                      -   
	               -   
	              -   
	     17,200 
	 
	       43,000 
	                   -   
	                     -   
	               -   
	               -   
	      43,000 

	Receivables and other debit balances
	     24,149 
	              257 
	                      -   
	           312 
	              -   
	     24,718 
	 
	       13,345 
	            3,013 
	                     -   
	           602 
	               -   
	      16,960 

	Trading securities
	     81,101 
	        71,318 
	               7,545 
	      15,189 
	              -   
	   175,153 
	 
	       79,435 
	          51,610 
	              5,521 
	      17,768 
	        3,622 
	   157,956 

	Installment credits, loans and advances, net
	   161,985 
	           3,685 
	                      -   
	               -   
	              -   
	   165,670 
	 
	         8,716 
	                   -   
	                     -   
	               -   
	               -   
	        8,716 

	Investments
	       1,354 
	      102,670 
	               4,149 
	      52,489 
	       7,266 
	   167,928 
	 
	         5,418 
	       109,983 
	              7,399 
	      48,312 
	               -   
	   171,112 

	Investment in an associate
	       5,877 
	                  -   
	                      -   
	               -   
	              -   
	       5,877 
	 
	         5,058 
	                   -   
	                     -   
	               -   
	               -   
	        5,058 

	Fixed assets
	       2,790 
	                  -   
	                      -   
	               -   
	              -   
	       2,790 
	 
	         3,085 
	                   -   
	                     -   
	               -   
	               -   
	        3,085 

	Goodwill
	       4,477 
	                  -   
	                      -   
	               -   
	              -   
	       4,477 
	 
	             961 
	                   -   
	                     -   
	               -   
	               -   
	           961 

	Total assets
	   301,684 
	      177,946 
	             12,379 
	      68,002 
	       7,266 
	   567,277 
	 
	     181,498 
	       164,606 
	            13,350 
	      66,711 
	        3,622 
	   429,787 

	 
	
	
	
	
	
	
	 
	
	
	
	
	
	

	Liabilities and shareholders' equity
	
	
	
	
	
	
	 
	
	
	
	
	
	

	Due to banks
	   165,570 
	                  -   
	                      -   
	               -   
	              -   
	   165,570 
	 
	       41,872 
	                   -   
	                     -   
	               -   
	               -   
	      41,872 

	Payables and accrued expenses
	     34,543 
	           2,347 
	                      -   
	           457 
	             49 
	     37,396 
	 
	       15,873 
	          17,890 
	                     -   
	               -   
	               -   
	      33,763 

	Minority interest
	              -   
	                  -   
	                      -   
	               -   
	     18,994 
	     18,994 
	 
	                -   
	                   -   
	                     -   
	               -   
	               -   
	               -   

	Shareholders' equity
	              -   
	                  -   
	                      -   
	               -   
	  345,317 
	   345,317 
	 
	                -   
	                   -   
	                     -   
	               -   
	   354,152 
	   354,152 

	Total liabilities and shareholders' equity
	   200,113 
	           2,347 
	                      -   
	           457 
	  364,360 
	   567,277 
	 
	       57,745 
	          17,890 
	                     -   
	               -   
	   354,152 
	   429,787 


23.
Client funds under management:


The Company is licensed as a financial services company regulated by the U.A.E. Central Bank (Note 1). At 30 June 2002, clients’ funds were managed in a fiduciary capacity, without risk or recourse to the Company. These assets are considered as off-balance sheet items and do not constitute part of the Company’s assets. 

24.
Commitments and contingent liabilities:

As at the balance sheet date, the Company had the following outstanding items -


30 June
30 June




2002
2001

Forward foreign exchange contracts
-   
14,750


Letters of guarantee
43,000
10,000

The Company has commitments of 17,601 (30 June 2001 – 22,926) to acquire financial assets under terms negotiated with third parties. 

25. Subsequent events:

On 10 July 2002, the Company issued three year bonds maturing 10 July 2005 of USD 25 million carrying a semi-annual floating rate coupon of US LIBOR plus 2% spread. The bonds were issued by way of a public offering at par.

26.
Prior period comparatives:

Certain balances from the prior period have been reclassified to conform to the current period’s presentation. 

The comparative results for the six months period to 30 June 2001, do not incorporate the results of the Subsidiary acquisition (Note 20) concluded on 22 February 2002 and consolidated in this period’s financial statements. 

PAGE  

