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CAPITAL MANAGEMENT HOUSE INTRODUCES NEW IDEAS TO INVESTMENT BANKING

n interview with Mohamed

A. Aljasim, Chief Investment

Officer of Capital Management

House (CMH). CMH is an

investment firm regulated by
the Central Bank of Bahrain (CBB) focused on
providing its clients with innovative Shari’ah
products and investment solutions. d
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and South Asia recorded a 90 per cent growth
in 2007 to US$17 billion. Industry practitioners
further estimate that the private equity market in
the Middle East could be worth as much as US$60
billion by 2015.

Our proprietary private equity focuses on equity
investment and provides capital to small-and
medium-sized enterprises, along with start-up

and/or early stage companies that have clear

We've identified core investment themes which we will

exploit over the next five years in line with our income and
profit objectives. These include infrastructure and real estate
development; private equity and venture capital; asset
management; financial and investment advisory; and capital
market activities. We focus our activities in the GCC and MENA
region and opportunistic investments in other regions on a

highly selective basis.

There are clear opportunities for private equity in the region.
There is an abundance of companies, including family-owned
establishments and private companies, seeking investors and
looking to exploit opportunities presented by policy reforms.
Investors in the GCC region have an appetite for private equity
investment. Experts estimate that approximately US$2 billion
were raised in private equity funds between 2002 and 2005; and

that private equity investment in the Middle East, North Africa

Bahrain is a leading
centre for Shari'ah
invesiment products
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growth dynamics and strong profit potentials. We
target companies in various sectors including but not limited
to energy, retail, manufacturing and petrochemicals, food and
beverages, financial services, healthcare services and medical
products, and technology.

We look for businesses that have proprietary technologies and
customer bases. We look at companies with strong management
teams, healthy margins, and clear value propositions. CMH
typically acts as the lead investor in target companies and,
where appropriate, CMH will seek strategic partners that can
bring additional capital, market reach and overall support to the

portfolio company:.

The regional real estate sector will continue to grow due to
increases in domestic liquidity in the regional markets. The
market in the UAE and Qatar has grown strongly over the
past five years. We are positive about Bahrain as the market
is still relatively underdeveloped relative to the GCC and
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accordingly we are working on several deals which we anticipate
will be launched within the next few months. We also see some
opportunities in Saudi Arabia as the Kingdom gradually relaxes
regulations on foreign direct investment and as economic and
demographic fundamentals point to a potentially huge demand
for real estate development, particularly in housing. In fact,

our current offering includes Dannat Resort at Half Moon Bay
where CMH is a co-promoter and strategic investor. Half Moon
Bay, which is located in the eastern province of Saudi Arabia, is a
tourism designated area. We see significant opportunity as wellin
support infrastructure development across the region.

Is there interest from investors outside the GCC to
invest in the region?

The current market turmoil is creating significant buying
opportunities for shrewd long-term investors in markets such as
the US and Asia. The recent movements of the sovereign wealth
funds into the US and UK (Abu Dhabi to Citigroup and Temasek
to Barclays) indicates the long-term value that is being created
there. In a similar vein, with markets declining by over 20 per
cent this year, investors are looking to markets that are relatively
insulated from the market decline in the US and UK. The GCCisa
prime target for these funds. We are well positioned to advise these
investors on opportunities in the markets.

The sub-prime crisis has also occasioned a re-think among some
investors. Many, including western investors, are discovering
the virtues of ethical banking such as that practised by Islamic
banking. This should help create great interest in the GCC region,
especially Bahrain, a recognised centre for Islamic banking.

The GCC, in our view, has to be regarded as an emerging market
trying to free itself from an economy skewed towards dependence
on the energy sector. Opportunities therefore abound and should
not escape the interest of foreign investors. In Bahrain, for instance,
we have seen firms from India and the Far East investing in major
real estate development projects. Several multinationals have also
set up factories in the Bahrain Investment Wharf in the new Hidd
port.

Are GCC investors looking at other markets?

We are seeing increasing interest from investors in innovative
products in markets where valuations are sensible for the medium
to long term. Of particular interest are markets like India and the
Far East. Africa is becoming an attractive destination, particularly
South Africa, with the build-up to the World Cup 2010.

For our part, we have promoted Libya in our role as the
investment advisor of the Libya Fund, a private equity fund
focused on investing in Libya. The fund has successfully
completed its first two acquisitions in the energy sector. We
consider ourselves as pioneers in Libya and, interestingly, some
reputable names and institutions in the finance industry have
joined us recently in this investment. The Libyan market offers
huge potential, having been isolated from the rest of the world
for decades. The opportunities for investment are significant.
We are also looking at a few real estate development projects
in India.

INFLIGHT PROMOTION

It has to be emphasised that, as a matter of policy, whenever we
go to markets outside the GCC, we seek out and work with strategic
local partners to help ensure the success of the investment.

Does CMH invest for its own account?
As part of our investment and management philosophy, we invest
alongside our clients to align our interests with theirs. We were
founding shareholders of the US$1 billion First Energy Bank and
Arbah Capital (an investment company regulated by the Capital
Markets Authority in Saudi Arabia). Our clients have enjoyed the
opportunity to be exposed to these prime investments.

What are the main investment challenges ahead?

One challenge will be to strengthen the different regulatory
regimes in the GCC and globally where Shari’ah-compliant
finance is growing fast. AtCMH, we welcome efforts to streamline
the industry’s infrastructure and regulatory framework as well

as the standardisation of accounting and reporting. It is essential
that regulators push ahead with the introduction of international
standards such as Basel 2 and take steps to ensure that Islamic
institutions are subject to efficient and transparent rules, ensuring
alevel playing field for all. This will help to streamline operational
aspects of Islamic banking, making global harmonisation of
Shari’ah compliance a reality.

The industry will have to consolidate if it is to compete with
conventional institutions operating through Islamic “windows”
and to prepare for the challenges posed by globalisation. Islamic
banks must ensure that the products and services on offer are
relevant to the needs of customers. That means keeping pace with
developments in the financial world as well as being innovative in
our approach to the requirements of both clients and investors.

:For further information contact
Capital Management House
,P0. Box 1001, Manama
Kingdom of Bahrain
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