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Company Description

Islamic Arab Insurance is a market leading takaful and retakaful company with
exposure to MENA and central Asia. The company was incorporated in 1979 in
Dubai and has been a pioneer in Islamic Insurance and Reinsurance.

Investment Theme/Thesis

Salama is a company that has considerable potential to attract further low cost
capital from its gross premium written and above average combined ratio. The
company’s expertise and brand equity in Islamic insurance makes it difficult for
conventional insurers to compete in its core markets.

Investment Points

m Insurance penetration in MENA markets remains well below developed countries
at 1% of GDP compared to 9.5%.

m |slamic insurance while still an industry in its infancy is exhibiting tremendous
growth relative to conventional insurance.

® The company has maintained healthy net underwriting margins of 10-15%
throughout its history reflecting a disciplined underwriting practice.

m Premium/Equity is running at 1.1x on an assumed combined ratio of 90-95% and
modest investment gains imply returns in the 15-19% range.

® The company also owns a 30% stake in Salama Saudi which currently has a
market cap of SAR 550 million.

2009 Review

® 2009 gross premium written grew 19% to AED 1.58 billion and operating profit
reached AED 184 million.

® Net underwriting margin remained at 12% roughly flat with last year.

B Annualized Q4 net income of AED 51 million gives the company an earnings
multiple of 4.5x.

m Shareholders equity grew 10% year on year to approximately AED 1.5 billion.

m As of Q3 09 the company had cash and short-term deposits of AED 800 million
and investments of AED 820 million compared to a current market cap of AED
900 million.

m Salama’s balance sheet continues to grow in the right places giving management
flexibility that could allow for a significant share buy-back or acquisition.

Possible Negatives

There is a perception that the company’s investment book is heavily exposed to the
UAE market. In reality, Salama’s investments are predominantly held in government
bonds and international funds. In fact, domestic investments only account for 4% of
total investments.
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Recommendation

Not Rated
Stock Data
Price (as of Feb 14 2010) 0.82
(AED)
Target Price (AED) NA
Upside / Downside NA
Market Cap (AED mn) 902.0
Market Cap (USD mn) 245.6
Shares outstanding (bn) 1.1
52 WK Av. value traded (USD 3.5
mn)
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Exchange Rate (EGP / USD) 3.7
Source: Reuters, Rasmala Research
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12m High / Low (AED) 1.45/0.55

™ M 12M
Salama -3.5% -25.5% 46.4%
DFM Index -53% -25.3% 8.7%

Source: Reuters, Rasmala Research

Major Shareholders

(%)
Noor Al Ain Management 13.7
Services
Aiyad Management Services 10.0
Others 31.0
Free Float 453

Source: Company data
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Disclaimer

The information provided herein is for informational purposes only for and is not intended as an offer or
solicitation with respect to the purchase or sale of security, nor a recommendation to participate in any
particular investment strategy.

Rasmala Investment Bank Limited (“Rasmala”) has conducted reasonable research to arrive at the fair value
estimates for the company(ies) or stocks mentioned in this report. Although the information in this report
has been obtained from public sources that Rasmala believes to be reliable, we do not guarantee its
accuracy, and such information may be condensed or incomplete.

The information provided herein is for informational purposes only and is not intended as an offer or
solicitation with respect to the purchase or sale of securities, nor as a recommendation to participate in any
particular investment strategy.

Readers should understand that financial projections, fair value estimates and statements regarding future
prospects may not be realized. All opinions and estimates included in this report constitute our judgment
as of this date and are subject to change without notice.

The report may also include analysis and views expressed by our research team. While reasonable care
has been taken to ensure that the information contained herein is correct and not misleading, no
representation is made as to the accuracy or completeness of this report and, as a result, no reliance
should be placed on it and no liability is accepted for any direct, consequential or other loss arising from
any use of this report or its contents.

Rasmala is not registered with the U.S. Securities and Exchange Commission, or any U.S. state authority,
as a broker-dealer or investment advisor. This report is not been approved, disapproved or recommended
by the U.S. Securities and Exchange Commission, any state securities commission in the United States,
the securities commission of any non-U.S. jurisdiction or any other U.S. or non-U.S. regulatory authority.
None of these authorities has passed on or endorsed the merits or the accuracy or adequacy of this report.

Rasmala does and may seek to do business with companies covered in its reports. As a result, users
should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision.

Rasmala, its group entities, and their respective employees, directors and officers shall not be responsible
or liable for liabilities, damages, losses, claims, causes of action, or proceedings (including without
limitation indirect, consequential, special, incidental, or punitive damages) arising out of or connection with
the use of this report or any errors or omissions in its content.
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