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Mission Statement

Our mission

To be an innovative and competitive international
capital market. A regional leader using an effective
and transparent issuing, trading and settlement regime,

supported by the latest technology.
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Vision Statement

Our vision

To be a transparent capital market.
To constantly refine and update our regulations.
To use the latest technology.

To promote the opportunities available to potential local and international investors.




The Chairman's Statement

Ahmed Bin Mohammed Al-Khalifa
Governor of Bahrain Monetary Agency
Chairman of Board of Directors

Last year witnessed some major changes to the financial sector in the
Kingdom of Bahrain, the most important of which being the way the
sector was regulated, which had a profound effect on determining the
future of the Bahrain Stock Exchange and strengthening its
contribution towards consolidating the Kingdom'’s reputation as the

major financial centre in the region.

These changes came about with the Government of Bahrain’s
decision to adopt a single regulatory model for all banking and financial
institutions, whereby from August 2002, the Bahrain Monetary
Agency (BMA) assumed overall responsibility for the supervisory and
regulatory functions of the capital market and insurance sectors, in
addition to its role of supervising all the financial institutions. Following
a resolution to enact this decision, several Royal Decrees were issued
implementing it as an axis in which to integrate and encompass the
entire financial sector, thus qualifying this sector for an era of
unprecedented development and growth, in line with other

international financial centres.

Following the issuance of these Decrees, the Bahrain Monetary
Agency undertook a comprehensive review of the entire legal
framework regulating the financial sector, with a view to reshaping it
to incorporate these new functions and update such legislation to
reflect regional and global developments. This was then formulated in
a manner that would benefit the financial sector as a whole, based on

the latest globally implemented standards.

One move towards realizing the goal of an autonomous, independent

Exchange in the future was the creation of a new directorate within

Bahrain Stock Exchange
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the BMA, mandated to supervise the capital markets in the Kingdom.

The newly-created Capital Markets Supervision (CMS) Directorate
will operate as a supervisory and regulatory body for the Bahrain
Stock Exchange, and will also assist in the formulation and
implementation of special policies for the development of the
Exchange as one of the main players in promoting the financial sector
in the Kingdom, whilst operating in harmony with other institutions in

this sector.

In view of these recent events and within the approved integrated
framework for the enhancement of the banking and financial sector in
the Kingdom in general, the development of the capital market

constitutes one of the major elements of this strategy.

Indeed, this approach for developing the capital market is based on
several criteria for enhancing its performance. One of the most
important aspects of this initiative is to encourage the banking and
insurance sectors to direct their savings and investments towards the
Exchange, and to provide additional options and new financial
instruments for listing, making full use of the growth of the
Government bonds market in order to develop this market, while

encouraging the private sector to issue similar bonds to finance

expansion plans in their businesses.

Another important initiative is the development of the Islamic market,
using the advanced infrastructure and latest technology available at the
Bahrain Stock Exchange. This will help develop the global Islamic

capital market domiciled in the Kingdom and strengthen the

Kingdom's role as a global Islamic financial centre, qualified to attract

various Islamic financial institutions from around the world.

Based on these ambitious plans, we look forward to a promising
future for the Kingdom of Bahrain, by enhancing the important
contribution of the Kingdom'’s financial sector and recognizing its
important role in promoting Bahrain as one of the outstanding global
financial centres, characterized by its modernization policies, its
integrity and its qualifications in all aspects of legislative, technical and

skilled human resources.

Finally, | wish to take this opportunity to extend our thanks and
appreciation for the continued direction and support of His Majesty
King Hamad Bin Isa Al-Khalifa, the King of the Kingdom of Bahrain;
His Highness Shaikh Khalifa Bin Salman Al-Khalifa, the Prime Minister;
and His Highness Shaikh Salman Bin Hamad Al-Khalifa, the Crown

Prince and Commander-in-Chief of the Bahrain Defence Force.

Ahmed Bin Mohammed Al-Khalifa
Governor of the Bahrain Monetary Agency

Chairman of the Board of Directors



Foreword

-

Ali Salman Thamer
In Charge of Director's Affairs

The most Important event that took place during the year 2002 in the
Kingdom of Bahrain as a whole, and within the capital market in
particular, was the Government of Bahrain's strategic decision to
adopt a single regulatory model, through which the Bahrain Monetary
Agency was empowered to regulate and supervise the whole financial
system. With the integration and harmonization of the Kingdom's
entire financial system being the most important aim, the capital
market institutions and participants believe that such a move will
enhance and emphasize this sector's role within the economic and
investment environment in the Kingdom of Bahrain, both now and in

the future.

Following the abovementioned strategic initiative, the Exchange's
Board of Directors was reformed to reflect the medium and long-
term goals of this decision, with the appointment of 2 out of 8
members coming from the brokerage services industry, thus showing
the Government's commitment towards enhancing the role of the
private sector in playing their assumed role within the economic and
securities industry in particular. Therefore, | would like to take this
opportunity to thank the outgoing members most profusely for all
their unstinting hard work towards making the Bahrain Stock
Exchange the success it is today, and to welcoming the new members
and wishing them well in their new responsibilities under the
Chairmanship of His Excellency Shaikh Ahmed bin Mohammed Al-
Khalifa, the Governor of the Bahrain Monetary Agency and Chairman

of the Bahrain Stock Exchange.

As an immediate result of adopting a single regulatory model, the
Islamic products market continued to grow with the listing of two
issues of Islamic Leasing Sukuk, issued by the BMA on behalf of the
Government of Bahrain, coming in line with industry expectations for

the promised growth potential of this particular sector of the market.

During the year the Exchange launched several major initiatives in
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its drive towards a fully-automated operating environment. In January

2002 the second phase of the Clearing, Settlement and Central
Depository System was implemented, which allowed the Exchange to
deliver to its customers a prompt, efficient, clearing, settlement and
central depository service using a state-of-the-art automated system.
[t also launched the remote access service, allowing investors to
obtain real-time data on all transactions during the trading session, as
well as launching its remote trading service, which allowed licenced
brokers to trade without them having to be physically present on the
Trading Floor. A new dynamic website was also created, which is
due for launching to the public in 2003. It is envisaged that this new
website will enhance the services on offer and help create a more
transparent capital market using the latest technology, by providing
both the institutions and individual investors with the opportunity to
trade through the Internet, thereby helping the market to attract

more participants.

In addition, two important resolutions were passed during the year
that helped open up the market significantly and give wider access to
market participants. The first resolution empowered the financial
institutions to provide brokerage services to their clients, without
having to establish a separate subsidiary brokerage firm and Anhli
United Bank was welcomed as the first institution to do so. The
other resolution empowered the reputed financial institutions to
provide custodial services for their regional and international investors,
to facilitate their trading, clearing, settlement and depository functions,

as a process through which such investors will not only enjoy greater

safety, but cheaper services as well.

Although the year 2002 was not an ideal year to achieve an
outstanding performance, due to the global economic environment,
the Exchange showed some remarkable results with the listing of an
additional eight Mutual Funds, as well as welcoming on board the

Sultanate of Oman's BankMuscat. The bourse saw the index finish

the year on a more positive note from that reflected the previous
year, finishing up by 3.41% and enjoying gains in the volume by
5.26% and value by 7.70% of trading, with an increase in market

capitalization of 14.5%.

As part of its marketing strategy, the Exchange actively participated in
several key events in the region, and was a major player in the Gulf
Investment Forum that was convened in Bahrain on 9-1 | April 2002.
It also continued with its specialized training programme, designed to
improve the skills within the capital market, and once again courses
were undertaken in cooperation with the Bahrain Institute of Banking
and Finance (BIBF) and the US Securities and Exchange Commission

(SEQ).

On this occasion | would like to take this opportunity of thanking the
listed companies and brokerage firms for all their support and
commitment. Thanks and appreciation also goes to the management

and staff for all their support and loyalty.

Finally, the Exchange is most fortunate to enjoy the continued and
unfailing support of His Majesty The King, Shaikh Hamad Bin Essa Al-
Khalifa; His Highness The Prime Minister, Shaikh Khalifa Bin Salman
Al-Khalifa; and His Highness The Crown Prince and Commander-in-
Chief of the Bahrain Defence Force, Shaikh Salman Bin Hamad Al-

Khalifa, for which we are most grateful.

Ali Salman Thamer

In Charge of Director's Affairs
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World Stock Markets Performance in 2002

The year 2002 was marked by a sharp decline in the financial
market performance in most of the leading economies of the world.
This fall was originally triggered back in March 2000, with the
emerging phenomenon of the bursting of the 'technology shares
bubble'. Most statistics issued at the end of 2002 indicated a
recession in the US economy, with reductions in interest rates not
helping to curb the decline and many companies failing to maintain
previous expenditure levels. Production continued to exceed
demand, consumption levels dropped considerably and
unemployment increased by 6%; thus consumer confidence in the
US economy continued to decline. Repercussions from financial
violations also played a negative role, with some of the most
influential players in the market being refrained from conducting any
business; i.e. ENRON and WorldCom. Hence indebtedness levels

soared amidst the weakened conditions of the US stock market.

Activities in mergers and acquisitions also experienced a drop, with
the communications sector being the major contributor in such
activities, particularly in 1999, when this figure amounted to US$713
billion, compared to just US$106 billion in 2002. Such declining
activities, along with the reduction in IPOs, bonds issuance and
rights issues, resulted in the withdrawal of US$3.8 billion in the form
of administration and consultancy fees from the budgets of global
investment banks, as compared to the 2001 levels. Banks produced
total revenues of US$14. | billion in 2002 against US$17.9 billion in
2001, which forced management in many of these institutions to lay

off around 10% of their workforce in a bid to reduce expenses.

European markets were in a much better position altogether than
their US counterparts in 2002, particularly with the continued
decline in the US financial markets over the past three years, the first
such consecutive decline in over six decades. This adversely
affected the number of mergers and acquisitions in the USA,
reducing the number from less than 7000 in 2002, compared to
over 7600 transactions in 2001, and represented a significant drop
for the fourth consecutive year, something not witnessed since
1993. Conversely, European companies' transactions in mergers
and acquisitions reached US$564 billion for the year. These

companies represented over 44% of the total value of global
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transactions worldwide during the last quarter of the year, valued at
a total of US$138 billion in Europe, against US$122 billion in the
USA, the first time in || years that European markets have

overtaken the US market in mergers and acquisitions.

During the boom period of 1997-2000 technology and Internet
companies used to be the most buoyant sector in the market.
However, this has now been overtaken by the energy sector,

where the greatest values for the last quarter of the year were again

to be found in Europe, which attained a value of US$99 billion out

of a total of US$138 billion. The key players within the European
financial markets involved in dealing in mergers and acquisition
activities in Europe witnessed major changes to their positions. For
example, Citigroup was able to improve its position from ninth in
2001 to third in 2002. This was attributed to its role as a consultant
in the acquisition process of Credit Agricole with Credit Lyonnais, at

a value of US$ 168 billion.

However, following the downturn in the financial markets in the
wake of incurred heavy losses, the monetary policy of both US and
Europe lost chances to maneuver, which resulted in the sluggish
growth of the global economy. As a result of this, capital flow to
developing countries dropped significantly and direct flow of foreign
investments into those countries also experienced a sharp decline,
following a flourishing period in 1999. In addition, there was little
growth in East Asia, Russia and Brazil, all of which led to a drop in

demand on investments in general.

Global Financial Markets

Globally, most of the markets witnessed a noticeable drop by the
end of 2002. The Dow Jones Industrial Index decreased by
16.76% to 8341.63 points by the close of business on 3|
December 2002, against 10021.57 points at the end of 31
December 2001. The Nasdaq Index also dropped by 31.53% to
1335.51 points, compared to 1950.4 points the previous year, and
the Standard and Poor's Index dropped by 23.37% to close at
879.82 points, as compared to | 148.08 points in 2001 .

In Europe, the Morgan Stanley Index revealed an overall decline in

all European markets for the year; the UK market dropped by
17.8%, the French market by 22.2%, and the German market by
34.1%. Major Asian markets also fell, with Japan's Index recording a
drop of 10.96%; Hong Kong by 20.6% and Singapore falling by
13.1%.

Arab Financial Markets

In contrast however, Arab financial markets recorded a marked
improvement by the last quarter of 2002, according to the Arab
Monetary Fund's (AMF) database, which covers the |2 Middle
Eastern bourses of Bahrain, Saudi Arabia, Kuwait, Qatar, Oman,
Jordan, Abu Dhabi, Dubai, Egypt, Beirut, Tunis and Morocco, with a
growth rate of 0.6% compared to 2001 levels.

According to AMF data, the performance of Arab financial markets
far exceeded that of other international financial markets in 2002, at
a time when the Standard and Poor's Emerging Markets Index

registered a drop of 7.7% during the same period.

The AMF data indicates that the Bahrain Stock Exchange recorded
the highest increase in market value within the Arab markets in
2002, hitting 20.3%, which was attributed to decisions by Ahli
United Bank and Investcorp to increase their paid-up capital and list
the additional shares on the market, as well as improved levels of

share prices of listed companies overall.

The data also indicates that 5 countries registered an increase in
their indices for the year as compared to 2001, these were as
follows; Bahrain up by 3.41%, Saudi Arabia up by 3.62%, Muscat
26.16%, Kuwait 38.96% and Egypt 3.65%. On the other hand
however, 3 countries indices recorded a drop, these were; Jordan

down by 1.56%, Tunis 21.40% and Beirut 2.60%.




Bahrain Stock Exchange Achievements 2002

First: Legal Infrastructure

In line with the Government's objectives to develop the capital
market's legal framework, the sector witnessed a dramatic
development when the Government adopted a single regulatory
model. This move gave the Bahrain Monetary Agency (BMA) the
authority to regulate and supervise the capital market and insurance
sectors, and all institutions working within these two sectors. This
will assist in fostering the development process within the capital
market, and make it better able to deal with the rapid changes
currently taking place within the sector as a whole. It will also make
the primary and secondary markets more attractive to both local
and foreign investors, thereby enhancing their contribution towards

the Kingdom's economic development.

With regards to regulating the technical systems in the Exchange, a
resolution was passed with respect to the provision of custodial
services through the BSE's Central Depository System (CDS). This
resolution allows non-brokerage firms licenced by the Exchange to
provide custody services, the transfer of securities and the
settlement of transactions on behalf of their clients, in accordance

with clearly stated conditions, as outlined in the resolution.

Another resolution passed during the year allowed banks and
financial institutions to practice as brokerage firms without having to
establish a subsidiary brokerage firm. This step will encourage those
institutions to play a greater role in the marketplace, and benefit

from the opportunity afforded to them by the Exchange.

Second: Technical Achievements
The process of transferring the day-to-day running of the BSE over
from manual to automated systems is one of its prime objectives,

the following has been achieved during this year:

* Implementation of the second phase of the Central Depository
System, which allows investors to have their shares deposited

electronically.

* Launching the remote access service, which enables investors to
obtain real-time information on all trading activities, i.e. bid and offer
prices, quantities offered for each stock and the fluctuation of prices

during the trading session.

* Launching the remote trading service to licensed finance and
brokerage firms, which enables subscribers to carry out trading
activities without the broker having to physically be on the trading

floor.

* Launching of the electronic accounting system that will ensure the
systematic and accurate recording of financial transactions and
preparing the financial statements in accordance with the

international accounting standers and ISO requirements.

* Finalizing the procedures for operating a back-up system that will
enable the BSE to carry on providing Trading, Clearance and

Settlement and Depository services in the case of an emergency.

* Finalizing the BSE's new website, which will give real-time
information on all trading activities as well as financial information

released by listed companies.

Third: Listing

As a result of the efforts made by the BSE to promote itself as a
regional listing centre in a way that adds depth to the market and
variation in the financial instruments listed, the following companies

were listed on the Exchange during the year:

* The Sultanate of Oman's BankMuscat.

* The first and second issues of the Islamic Leasing Sukuk, issued by
the BMA on behalf of the Government of the Kingdom of Bahrain
worth US$ 180 million.

* Thirteen Mutual Funds managed by local and foreign financial
institutions, in a step that reflects the Exchange's efforts to make the
Kingdom of Bahrain a centre for Mutual Funds listing, during the year
five mutual funds were delisted, the number of Mutual Funds

currently listed is 29.

Fourth: Training

The Exchange's belief in the importance of preparing human
resources to perform their jobs in line with international standards,
and in the hope of increasing awareness of the importance of the

Exchange in its role towards financing economic development, the
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Exchange continued to cooperate with the Bahrain Institute of
Banking and Finance (BIBF), and the following courses were held at

their premises in Juffair:

* Seminar on Disclosure Standards, organized in cooperation with
the US SEC, where in addition to Bahraini companies many other

GCC and Arab financial markets participated.

* The Investment Representative Programme in cooperation with
US SEC, an obligatory requirement, for brokers wishing to trade on

the BSE.

Fifth: Publications

The Exchange continued to issue various publications in both Arabic
and English giving the latest trading information, as well as financial
data available on listed companies to interested parties, and

investors in the market.

The Exchange also established an electronic mailing list, designed to
broaden the investor base that is currently receiving the BSE's

trading reports.

In addition, the Exchange is currently working on the technical
procedures for making all publications available on its new website,
in order to facilitate those interested in the contents of the

publications via the Internet.

Sixth: Promotions:
The Exchange participated in the following events as part of its plan

to promote the services available to the public:

* The Gulf Investment Forum, organized by the BMA, which was

held in Bahrain on 9-1 | April 2002.

* The Ist International Finance and Business Forum Exhibition,

which was held in Dubai on [4-16 May 2002.

* The 8th Annual Arab Investments and Capital Markets
Conference, which was held in Lebanon on 23-25 May 2002.




Key Statistical Data 2001-2002

No. of Listed Companies

Listed Companies

Bahraini
Non Bahraini

Total

No. of Listed Bonds 2001 - 2002

Bonds
Corporate
Government

Islamic Leasing Sukuk

No. of Listed Mutual Funds 2001 - 2002

Composite Index 2001-2002

Year end
High

Low

Composite Index and Sub-indices 2001-2002

Composite
Banks
Investment
Insurance
Services
Industrial

Hotel & Tourism

Common Shares

2001
36

6

42

2001
1761.46
1769.64
1648.15
1518.73
1679.15
1932.90
1536.99

2002
35
5
40

2002
1821.49
1934.24
1632.42
1526.80
1697.25
[991.61
1654.83

Preferred Shares

2001
|
0
|

2001

2001
21

2001
1761.46
1855.67
1594.65

% Chg.
3.41
930
-0.95
0.53
1.08
3.04
7.67
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2002
|
0
|

2002

2002
29

2002
1821.49
1843.27
1690.53



Trading Activities During 2001 - 2002

Volume
Month 2001 2002 % Chg.
Jan. 5,400,914 91,639,695 1596.74
Feb 12,491,386 12,013,804 -3.82 100
Mar 13,080,770 19,675,864 50.42 90
Apr 22,713,907 39,310,056 73.07 80
May 20,783,934 42,622,120 105.07 5 70
Jun 54,874,175 16,621,811 -69.71 ; 60
Jul 28,456,941 27,004,148 501 g °0
Aug 32,271,853 18,404,055 -42.97 g 0
Sep 21,000,243 18,988,464 -9.58 30
Oct 16,782,063 36,877,959 119.75 |2(())
Nov 13,877,286 17,448,995 25.74
Dec 93,587,476 12,302,820 -86.85 0
Market 335,320,948 352,909,791 5.24 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
No. of Trading 249 251 2001 2002
Days
Value
Month 2001 2002 % Chg.
Jan. 1,289,730 15,983,285 1139.27 20
Feb 3,771,184 3,813,730 I.13
Mar 2,989,948 4,948,165 65.49
Apr 5,116,592 9,552,988 86.71 = 19
May 4,618,859 7,737,359 67.52 =
Jun 13,121,297 4,964,569 -62.16 % 10
Jul 6,274,897 6,418,940 2.30
Aug 8,031,533 4,915,553 -38.80 5
Sep 5,929,141 4,201,214 -29.14
Oct 4,446,558 6,810,199 53.16
Nov 3,992,600 4,430,355 10.96 0
Dec 12,952,446 3,991 383 69.18 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Market 72,534,785 77,767,740 7.21 2001 2002
No. of Transactions
Month 2001 2002 % Chg.
Jan. 492 1,981 302.64 2500
Feb 802 872 8.73
Mar 731 1,118 52.94 2000
Apr 1,544 1,453 -5.89
May I, 172 1,312 I'1.95 1500
Jun 964 950 -1.45
Jul 1,149 1,070 6.88 1000
Aug 1,859 674 -63.74
Sep 356 716 4720 500
Oct 1,242 1,072 -13.69
Nov [,123 870 -22.53 0

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Dec 701 669 -4.56
Market 13,135 12,757 -2.87 2001 HE 2002

—
Y
V;\



Key Statistical Data 2001-2002

Market Capitalisation for the Year 2002

2001

BD million
Commercial Banks Sector 695.39
Investment Sector 934.36
Insurance Sector 88.61
Services Sector 711.35
Industrial Sector 12.30
Hotels & Tourism Sector 46.67
Total Market 2,488.68

2002
BD million

857.70
[, 116.42
95.33
719.29
I'1.89
49.88
2,850.49

Percentage Breakdown of Market Capitalisation , by Sector, for the Years 2002 and 2001

2002

0.42%

25.23%

3.34%

Commercial Banks Sector Bl |nvestment Sector
Services Sector mm Industrial Sector

2001

1.75%

30.09%

39.17%

B |nsurance Sector
mm Hotels & Tourism Sector

0.46%

28.59%

3.56%

Commercial Banks Sector Bl |nvestment Sector
Services Sector mm Industrial Sector

1.88%

27.95%

37.56%

B nsurance Sector
mm Hotels & Tourism Sector
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% Change
23.34
19.48

7.58
[.12
-3.32
6.86
14.54



Change In Paid-Up Capital for the BSE Market in 2002

10.00%
8.00% 7.99%
6.00%
4.00%
2.00%
0.00% 0.06% -0.12%
-2.00%
-4.00%
-6.00%
-8.00% -6.30%
Bonus Share Pre-emptive Reduction in Delisted
Rights Paid Up
Capital
Percentage Change in Paid-Up Capital for Each Sector as of the Year End 2002
Bonus Share Pre-emptive Rights Reduction in Paid Up Capital
Commercial Banks 24.36%
Investment 4.83% -1.28%
Insurance 0.53% -49.70%
Services
Industrial
Hotel & Tourism
0.3- 24.36%
0.2-
0.1 - 4.83%
0- — 0.53%
0- -1.28%
02-
03-
04-
0.5-
-49.70%
-0.6- -55.48%
Commercial Investment Insurance Services Industry
Banks
Hl Bonus Share Bl Pre-emptive Right B Reduction in Paid Up Capital Delisted
— .‘///
P

Delisted

-55.48%

Hotel & Tourism



Key Statistical Data 2001-2002

Trading Value in Terms of Legal Entity and Nationality

Trading by Legal Entity

40.00%
36.43%
35.00%

30.00%
2500% 27 30%
20.00%
15.00%

1O 1O
10.00% 743%  7.44% 8.30% 8.24%

5 4.82%
5.00% | 19% 2.66%
"7 0.00% 0.79% 0.39%

0.00% —

Financial Institutions Govermental Institutions Individuals Other Institutions

Bahraini G.C.C M Non-G.C.C

Trading by Nationality

3.85%

Non-G.C.C

31.22% 2001

G.CC

64.93%

Bah
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Listed Companies on the BSE :

Commercial Banks Sector
National Bank of Bahrain
Bank of Bahrain & Kuwait
Ahli United Bank

Bahrain Islamic Bank

The Bahraini Saudi Bank

Investment Sector

Gulf Monetary Group

Arab Banking Corporation
United Gulf Bank

Bahrain International Bank
Investcorp Bank

Bahrain Middle East Bank

Bahrain Commerecial Facilities Co.
United Gulf Industries Corp.
Taib Bank

Shamil Bank of Bahrain

Insurance Sector

Bahrain Kuwait Insurance Co.
Al-Ahlia Insurance Co.

Arab International Insurance Co.
Takaful International Co.

Arab Insurance Group

Bahrain National Holding Co.

Traded Securities and Instruments

Services Sector

Bahrain Ship Repairing & Eng. Co.
Bahrain Cinema Co.

National Import & Export Co.
General Trading & Food Proces. Co.
Bahrain Maritime & Mer. Int.

Bahrain Telecommunications Co.
Bahrain Car Parks Co.

Bahrain Duty Free Shop Complex.

Industrial Sector
Bahrain Flour Mills Co.

Delmon Poultry Co.

Hotel & Tourism Sector
Bahrain Hotels Co.
National Hotels Co.
Bahrain Tourism Co.

Bahrain Family Leisure Co.

Non-Bahraini Companies

BankMuscat (Oman)

Sudan Telecommunications Company (Sudan)
The International Investor (Kuwait)
International Investment Group (Kuwait)

Qatar Telecommunications Company (Qatar)
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Traded Securities and Instruments

Listed Mutual Funds as of 31/12/2002:

The Housing Bank Jordan Fund (BD)

Islamic Development Bank Unit Investment Fund - ($)
SICO Selected Securities Funds (BD)

SICO Assured International Fund (SAIF)
MAN-AHLI Guaranteed 360 E.C Fund ($)
MAN-AHLI Prisma Guaranteed Fund E.C Fund ($)
MAN-AHLI Guaranteed 220 Plus E.C Fund (%)
TAIB American Explorer Fund Ltd. ($)

TAIB Everest Fund ($)

TAIB Biomed Fund ($)

TAIB Crescent Global Fund (%)

TAIB Currency Fund ($)

TAIB Income Fund ($)

TAIB Rocky Mountain Fund ($)

TAIB Technology Growth Fund ($)

TAIB Thames Fund ($)

BNP Paribas Caravan Fund ($)

Listed Bonds:

Government

Bahrain Government Fixed Rate Bonds
Long term Government Bonds

Islamic Leasing Sukuk

Islamic Leasing Sukuk (2nd Issue)

Islamic Leasing Sukuk (3rd Issue)

First Arabian Equity 2000 Fund (Islamic Fund) ($)

Gulf International Bank Falcon High
Yield Defensive Fund ($)

Gulf International Bank Falcon Emerging
Markets Bond Fund ($)

Gulf International Bank Falcon Dollar High Yield Fund ($)
Gulf International Bank Global Equity Fund ($)

Gulf International Bank Enhanced Liquidity Fund ($)

Gulf International Bank Falcon US Long/Short Equity
Gulf International Bank Falcon Relative Value Fund (%)
Gulf International Bank Falcon Euro High Yield Fund ($)

The Investment Trust Fund Trust Capital Guaranteed
GCC Fund (BD)

The Investment Trust Fund Trust Capital
Guaranteed GCC with Minimum Return Fund (BD)

The Investment Trust Fund Trust Capital Guaranteed
Gulf Fund

Corporate
BCFC Bonds (3rd issue)

BCFC Bonds (4th issue)
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Members of the Exchange

Brokers' List:

Brokerage Firms

Office Name

ABC Securities

Bank of Bahrain & Kuwait Financial Services

Gulf Securities

IndoGulf Securities

Securities & Investments Co.

TAIB Securities Co.

Trust Securities Co.

U.G.B Securities

Individual Brokers

Abdulla Zain Al-Abedin

Nassir Abbas Khosrou

Yousif Al-Ajaji
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Listing and Annual Subscription Fees

Local Equities

Listing*:
0.1% of the company's paid-up capital, with a maximum amount of BD 15,000 and a minimum
amount of BD 5,000.

Annual subscription**:

I. 0.1% of the first BD |0 million of the company's paid up capital, with a
minimum of BD 3,000.

2. 0.05% of the amount exceeding BD |0 million, up to BD 50 million.

3. 0.025% of the amount exceeding BD 50 million, with a maximum amount
of BD 20,000.

Clearing & Settlement:

[.0.0125% of the first BD |5 million of the company's paid-up capital with a
minimum of BD |,000.

2. 0.00625% of the amount exceeding BD |5 million of the company's paid-up

capital, with maximum gross fees of BD 4,000.

Non-Bahraini Equities

Listing*:
0.1% of the company's paid-up capital, with @ maximum amount of BD | 5,000 and a minimum
amount of BD 5,000

Annual Subscription**:

50% of the Bahraini shareholding company.

Local Closed Companies

Listing*:
BD 1,000.

Annual Subscription:

[.0.025% of the first BD 5 million of the company's paid-up capital, with a
minimum of BD |,000.

2. 0.025% of the amount exceeding BD 5 million, with a maximum amount
of BD 5,000.

All the above amounts are expressed in Bahraini Dinars (BD).
* A one-off payment.
** Applicable to companies only, whereby the remaining part of the financial year of a company's registration

will be taken into consideration and charged on a quarterly basis.

Mutual Funds:

Listing®: BD 300
Annual Subscription: BD 250

Bonds:

Listing®: BD 1,000
Annual Subscription: BD 500

Currency Warrants:

Listing*: BD 250

Annual Subscription: Nil.

Transfer Agents:

Membership*: BD 500
Annual Subscription: BD [,000

Individual Brokers:

Membership*: BD 500
Annual Subscription: BD 250

Brokerage Firms:

Membership*: BD |,000
Annual Subscription: BD 500

Custodianship:

Membership*: BD [,000
Annual Subscription: BD 500

Bahrain Stock Exchange
Annual Report 2002
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We have audited the financial statements of the Bahrain Stock Exchange as of, and for the year ending 31 December 2002, as set out on

pages 27 to 34.

Responsibilities of the Board of Directors and the Auditors
These financial statements are the responsibility of the Board of Directors of the Bahrain Stock Exchange, and our responsibility is to express

an opinion on these financial statements based on our audit.

Basis of Opinion

Our audit has been conducted in accordance with International Standards for Auditing, which requires placing and implementing an auditing
plan, to reasonably assure that the financial statements are free of any materials mis-statements. An audit includes examining on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles
implemented, and the significant estimates made by management, as well as evaluating the overall financial statements presentation. We

believe that our audit provides a reasonable basis for our opinion.

The Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of the Bahrain Stock Exchange as at 31
December 2002, and the result of its operations and its cash flows for the year then ended, in accordance with International Financial

Reporting Standards.

Other Regulatory Matters

In addition, in our opinion, the Bahrain Stock Exchange has maintained proper accounting records and the financial statements are in
agreement therewith. To the best of our knowledge and belief, no violations of the Exchange's Internal Regulations have occurred that might
have had a material adverse effect on the operations of the Stock Exchange or its financial position. Satisfactory explanations and information

have been provided to us by management in response to all our requests.

KPMG
Manama - Kingdom of Bahrain

February 2003

Note: This report has been translated from the original Arabic version as received from the auditors.
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For the year ended 31 December 2002 in Bahraini Dinars

Balance Sheet

Notes 2002 2001
Current Assets
Cash and balances with banks 153,867 133,072
Short-term deposit 879,233 1,086,408
Other receivables 4 48,051 56,901
Specialized Regional Market 8 199,080 i
Total Current Assets 1,280,231 1,276,381
Non Current Assets
Fixed assets 3,2 736,870 832,056
Total Assets 2,017,101 2,108,437
Current Liabilities
Current Support — Project of Specialized Regional Market - 189,000
Accounts Payable 73,955 58,449
Payable Expenditures and other Accounts payable 5 23,676 14,115
Employees Salaries & Benefits 6 15,925 39,428
Specialized Regional Market 8 199,080 -
Total Liabilities 312,636 300,992
Net Assets 1,704,465 1,807,445
Accumulated Funds 2,017,101 2,108,437

Ali Salman Thamer
In Charge of Director's Affairs

Ahmed Bin Mohammed Al-Khalifa
The Chairman

Note: This report has been translated from the original Arabic version as received from the auditors.
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Income Statement

For the year ended 31 December 2002 in Bahraini Dinars

Income of Operations
Subscription Fees

Registration Fees

Commissions and Other Incomes

Banks Interest

Expenses

Staff salaries & allowances

General administration expenses
Remuneration of the Board of Directors
Depreciation

The Exchange's Contribution to Regional Specialized Market

Net (Deficit) Surplus in Income from Operations

Subsidy from the Ministry of Finance & National Economy to
the Exchange's automation process

Total Income for the year
Balance at the beginning of the year

Balance as at 3Ist December

Ahmed Bin Mohammed Al-Khalifa
The Chairman

Notes

3,2

Note: This report has been translated from the original Arabic version as received from the auditors.

2002

772,695
5,500
117,207
28,824

924,226

658,164
389,175
13,710
206,077
10,080

1,277,206

(352,980)

250,000

(102,980)
1,807,445

1,704,465

Ali Salman Thamer

2001

757,789
15,900
72,863
62,123

908,675

635,793
373,191
6,800

205,776

[,221,56

(312.,885)

250,000

(62,885)
1,870,330

1,807,445

In Charge of Director's Affairs

Bahrain Stock Exchange
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Cash Flows

For the year ended 31 December 2002 in Bahraini Dinars
2002 2001

Operations
Amounts Received from Participants 786,677 743,590
Commissions & other Income 117,207 72,858
Staff expenses & allowances (681,667) (648,425)
Paid expenses (363,740) (318,770)
Board of Directors and Committees' remuneration (13,710) (6,800)
Net (outgoing) Incoming Cash Flow from Operations (155,233) (157,547)
Investment & Financing Activities
Fixed assets purchased (110,891) (130,554)
Bank Interest 28,824 72,824
Subsidy from the Ministry of Finance & National Economy to the
Exchange's automation process 250,000 250,000
Government Grant for Specialized Regional Market - 189,000
Amounts paid for Specialized Regional Market (199,080) -
Net (outgoing) incoming Cash Flow from Investment and Financing Activities 31,147) 381,270
Net (outgoing) Incoming Cash Flow during the year (186,380) 223,723
Cash and Cash equivalents at the beginning of the year 1,219,480 995,757
Cash and Cash equivalents at 31st December 1,033,100 1,219,480
Cash and Cash equivalents according to Balance Sheet
Cash and balances with Banks 153,867 133,072
Short-term fixed deposits 879,233 1,086,408

1,033,100 1,219,480
Ahmed Bin Mohammed Al-Khalifa Ali Salman Thamer
The Chairman In Charge of Director's Affairs

Note: This report has been translated from the original Arabic version as received from the auditors.
 —
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Notes to the Financial Statements

For year ended 31 December 2002 in Bahraini Dinars

I. Status and Operations

The Bahrain Stock Exchange is considered as an independent organization with its own legal identity, established in accordance with Amiri Decree No.
4/1987. The Minister of Commerce and Agriculture has issued the Ministerial Resolution No. 13/1988 setting the Exchange's Internal Regulation and outlining
the objectives of the Exchange.

The supervision of the Exchange was transferred to the Bahrain Monetary Agency during this year in accordance with Decree No. 21/2002.

These objectives are summarized in developing the Bahrain Stock Exchange, encouraging savings, upgrading the investment awareness among the nationals,
developing and rationalizing the methods of dealing and developing traded securities and financial instruments in the Market to serve the economic
development operations in the country, and to help in achieving the objectives of the economic policies and enhancing the financial position of the Kingdom of
Bahrain.

The Exchange facilities provide for the dealing of authorized securities in the market, and the necessary finance to support the economic development in the

Capital Market.

2. Significant Accounting Policies

The preparation basis of the Financial Statements:
The financial statements have been prepared in conformity with the International Accounting Standards announced by the Board of International Accounting

Standards, the interpretation issued by the Interpretations Committee attached to the above said Board and by the conformity of the Exchange’s Bye-Laws.

The most applied Accounting Policies:

Incomes from subscription and registration fees, services, interest from fixed deposits, commission on transfer and other incomes,
which are calculated on maturity.

The fixed assets maintained to be used for administrative purposes, not intended to be sold and calculated as cost less
accumulated depreciation.

The depreciation has been calculated on cost by the straight-line method at annual rates, which are intended to write off the net

cost of the assets over the useful life for each asset:

Furniture, equipment and auto trading system 5 years
Computers and cars 5 years
Impairment:

The management revises the values of fixed assets on the day of preparing the Balance Sheet, and compares it with the book values to show if there is a

permanent reduction in the book value. This reduction, if existed, will be transferred to cash statement.

Note: This report has been translated from the original Arabic version as received from the auditors.
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Employees Leaving Indemnities:

remuneration.

fixed-percentage of salaries basis.

Foreign Currency:

the income statement.

3. Fixed Assets

Cost

Balance at | January
Additions

Disposals

Reclassification

At 3Ist December
Depreciation

At st January
Charges for the year
Disposals

Reclassification

At 31st December
Net Book Value

2. The Significant Accounting Policies (Continued)

Furniture
& Other
Equipment

334517
7,620
(B4,617)
18,177

325,697

252,326
32716
(34,108)
6,071

257,005
68,692

For the year ended 31 December 2002 in Bahraini Dinars

The Non-Bahraini Employees are entitled to leaving indemnities payable under the Bahrain Labour Law, based on the length of service and final

Bahraini Employees are covered by the Pension Fund Commission Regulations to which the Exchange and its employees contribute monthly on a

Foreign currency transactions are translated to Bahraini Dinars at the foreign exchange rates ruling at the date of the transactions. Financial assets and liabilities

are translated into Bahraini Dinars at the market rates ruling on the balance sheet date. Foreign exchange differences arising on translation are recognised in

Computers Vehicles Project 2002 2001
in Total Total

progress
921,008 22,620 106,424 1,384,569 1,256,316
14,788 - 89,141 ['11,549 130,554
(20,382) (16,500) - (71,499) (2,301)
(15,177) - (3,000) - =
900,237 6,120 192,565 1,424,619 1,384,569
280,083 20,103 - 552,512 348,933
172,137 1,224 - 206,077 205,776
(30,233) (16,499) - (70,840) 2,197)
(6,071) - - (70,840) -
425,916 4,828 - 687,749 552,512
474,321 1,292 192,565 736,870 832,056

Note: This report has been translated from the original Arabic version as received from the auditors.
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Notes to the Financial Stateme

For the year ended 31 December 2002 in Bahraini Dinars

4. Other Accounts Receivable 2002 2001
Subscriptions and registration fees 8,073 29,012
Commissions Payable 24,366 15,183
Rent 2,400 3,450
Interest payable 2,013 113
Pre-paid expenses 4,143 2,842
Others 7,056 5,301

48,051 56,901
5. Other Payables 2002 2001
Advance recoveries 13,678 2,450
Accrued expenses 9,998 I'1,665

23,676 14,115
6. Provision for Staff Entitlements 2002 2001
Leave entitlements 15,056 35,625
Leaving indemnity and air tickets 869 3,803

15,925 39,428

The Exchange employs 49 Bahraini nationals and one expatriate as at 3| December 2002 (57 and 5 employees for the year 2001)

Pension rights and other social benefits for the Bahraini employees are covered by the Pension Fund Scheme to which the Exchange and employees
contribute monthly on a fixed percentage of salaries basis. The Exchange contributions of Bahraini employees for the year 2002 amount to BD 40,319 (BD
38,602 for 2001).

Expatriates employed under a specified contract period are entitled to leaving indemnity at the rate of one month's salary for each year completed in service.

7. Other Commissions and Incomes 2002 2001
Commissions on transferring of financial securities 71,694 38,675
Ticker tape income 7,500 -
Services 14,160 19,452
Others 23,853 14,736

117,207 72,863

Note: This report has been translated from the original Arabic version as received from the auditors.
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For the year ended 31 December 2002 in Bahraini Dinars

8. Specialized Regional Market

Total amounts represent receivable and payable related to the Specialized Regional Market that are registered in the Exchange's books till the end of the
project and then will be transferred with all the details to the Specialized Regional Market's management. The entire received amount up to 3 |st December

2002 paid by the Ministry of Finance & National Economy is BD. 189,000 in addition to BD. 10,080 paid by the Bahrain Stock Exchange.

9. Financial Instrument and Risk Management

Financial instruments consist of financial assets and liabilities.

Financial Assets include Cash, Short term fixed deposit and other receivables.

Financial liabilities of the Exchange include accounts payable, accrued liabilities and employees benefit.

Accounting policies for financial assets and Liabilities are set out in note (2).

The risk associated with financial instruments and their risk management is explained below.

Interest Rate Risk is the risk that the value of a financial instrument will fluctuate due to changes in interest rates.

The short-term deposit interests are calculated at fixed interest rates and mature within one year. Repricing occurs when funds are reinvested
on maturity of a deposit.

The effective interest rate is the historical rate for a fixed rated instrument carried at cost. The average actual interest rate on short-term fixed deposit
during the year is stood at 1.45% (2% in 2001).

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and causes the other party to incur a financial loss.
Cash is placed with national banks with good credit ratings.

The Exchange is not exposed to credit risk with respect to its financial assets.

Currency risks are the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.

All BSE's deposits are in Bahraini Dinars and as such the BSE is not exposed to the currency risk.

Note: This report has been translated from the original Arabic version as received from the auditors.
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Notes to the Financial Statements

For the year ended 31 December 2002 in Bahraini Dinars

9. Financial Instruments and Risk Management (Continued)

Liquidity risk is that the BSE will encounter difficulty in raising funds to meet commitments associated with financial instruments. Liquidity risk may result

from an inability to sell a financial asset quickly at close to its fair value.

The management of the BSE is managing the liquidity risk by maintaining cash and cash equivalents at a high level so that sufficient funds are available, including

unutilized credit facilities with banks, to meet any future commitments.

Fair value of financial instruments is the amount for which an asset could be exchanged or a liability settled between knowledgeable, willing parties in an

arm's length transaction. Differences can therefore arise between the book value under the historical cost method and fair value estimates.

Underlying the definition of fair value is a presumption that the BSE is a going concern without any intention or need to liquidate, curtail materially the scale of

its operations, or undertake a transaction on a adverse terms.

The fair value of cash, deposits, receivables, payables, accrued expenses and employee's benefits are not materially different from their book value.

10. Distribution of Assets and Liabilities

All BSE's assets and liabilities are in the Kingdom of Bahrain, and as such the BSE is not exposed to any risk outside the Kingdom of Bahrain.

I 1. Comparative Figures

The comparative figures have been reclassified where necessary to conform with the current year's presentation. Such reclassification has not affected net

income and expenses nor total assets nor accumulated funds previously stated.

Note: This report has been translated from the original Arabic version as received from the auditors.
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