Az

Capital Markets Authonty

State Of Kuwait "og-S31 439

dU)Lodiwlg dulog Gualnisl Cilall
Economic, Financial and Investment Terms







While the Capital Markets Authority (“CMA") continuously
seeks to provide accurate, complete, and up-to-date
information, this booklet is fo be considered merely as a
guideline. It shallnotreplace under any circumstances the laws
and regulations issued by the CMA fo regulate the activities
of capital markets. Moreover, it is not a reference to any

procedures or legal responsibilities of related parties.
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Economic, Financial and Investment Terms

Preamble

The Capital Markets Authority is an independent
Authority with legal personality, as well as financial
and administrative independency. It has been
regulating and supervising Kuwait’'s  financial
markets since the issuance of Law No. 7 of 2010
regarding the Establishment of the Capital Markets
Authority and Regulafing Securities  Acfivities
("CMA Law").

CMA aims to regulate securities activities in a
fair, fransparent and efficient manner, grow the
capital markets, and diversify and develop the
investment insfruments in accordance with best
international practice. It also aims to enhance
investor protection, reduce systemic risk arising
from securities activities, impose requirements
of full disclosure in order to achieve fairness and
transparency, and prevent conflicts of inferests
and use of inside information arising. Additionally,
it seeks to ensure compliance with the rules and

regulations set related to securities activities.
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Moreover, one of the main aims of CMA is to
enhance public awareness of securities activities
and of the benefits, risks and obligations arising
from investments in securities to encourage their
development. As such, awareness publications
are considered one of the fools used by the CMA

to achieve its awareness role.
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Economic, Financial and Investment Terms

Infroduction

It is of utmost importance to become aware and
understand the meanings of economic, financial,
and investment terms, particularly ones related
to securities activities, before investing in financial
markets. Consequently, the investor will have a
better understanding of financial statements,
and will thus follow a better approach in making

rafional investment decisions.

Therefore, it is deemed crucial for any investor to
be acquainted with the basic investment terms in
order to gain the required knowledge regarding

investments.

This booklet includes a brief explanation of
important economic and investment terms in
respect of financial markets, securities activities,
shareholding companies, subscriptions, various
investment instruments, financial statements and

others.
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Generally, CMA's publications are kept brief and
simple, which makes it difficult to cover all the
essentfial economic, financial, and investment
ferms. However, this publication is merely the
starting point. Other related publications shall be
issued subsequently, which shallinclude a broader
range of terms and definitions and updates to

ofhers.
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First

Economics and Investment

Economic and Financial Investment:

Economic investment is known as real
investment. It means the capital expenditure
on the purchase of assets such as plants,
machinery and equipment for use in the
production of other goods and services, or to
expand existing production activities. While
financial investment means investing monetary
assets, including assets such as shares, bonds,
or deposit af banking institutions for profitable
returns that are in the form of interest on
deposits and bonds, or dividends distributed for

shareholders in addition to capital gains

Long-term Investments:

Purchasing securities and holding them for relatively
long terms for the purpose of earning annual
dividends as a safe permanent source of income,

regardless of any fluctuation in security prices.
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First: Economics and Investment

Short-term Investments:
Purchasing and seling of securities in a
predetermined price for the purpose of earning

dividends within relatively short terms.

Financial Markets

Markets concerned with facilitating the offer
and frade (sale & purchase) of securities and
debt instruments, such as shares, bonds, Sukuk
(long-term & short-term) and derivatives. The
definition may also include the markets of
commodities, precious metals and currency
exchange markets. Financial markets are
usually divided into three main markets, which

are as follows:
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1- Capital Markets:

Markets where supply and demand of capitals
are matfched, and long-term financing both of
which are conducted by individuals, private
sector's companies and public authorities.
Shares and bonds are the most important
instruments used in such markets. The capital
markets are the natural conduit for managing
savings owned by individuals in long-term
investments, for instance establishing new
companies, financing activities of currently
existing companies and their future projects,
and financing government development
programs. Capital markets are divided into two
main markets: securities market, and bonds and
Sukuk markets. The securities market consists of
two markets:
e Primary Market or New Issue Market: is
where companies offer their newly issued
shares for the first time through Initial Public

Offerings (IPOs) fo the public.
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First: Economics and Investment

e Secondary Market: the market or markets
in which securities sale and purchase
transactions and fransfers of ownership are
made. The secondary market may divide

into official market and parallel market.

It is important to note that the capital markets
are subject to the regulation and supervision of
the Capital Markets Authority.

Derivatives Markets:

Markets which provide investment instruments
derived from assets or securities with a price.
Derivatives are usually used in hedging against
investment risks, interest rates, and exchange
rate fluctuations. These markets are subject
markets

to mutual supervision of capital

authorities and central banks.

dole Gu)lodiwlg dualnisl vlalinm o Vgl

ALl 315931 Jolos dud @iy 21y 19Ol Bgudl o

ol lele 3L 3yY1 Aoy 2 ¥l

Bgead! Mie 13yl e M @anily 3 g5 Gyl
s e g sl Boedly oMl

Blowl o Jladl uly Blowl OF SWI joazdl (e
el Blsaal cilin Caly505 Buldy eulari] Aeslss

AT Lot OaTaeY) Blgad .

A leitieal @ilpal 5055 e Jans Lill 3lsn¥l ulls oy
pusid g Ay @d I Adle 39T 9T Jgual (e dAaiiin
Soline (ye dogaill ilibec 3 Lagec ALell clinduall
Gy lacely 3051 Hlaced i Hloliay leiiaY!
O A garme mas) sl wlides B Lialy ccdbeall
i Lo daley . (anly JuolS Lonny udlatll ¢sull
e yide Blodly Bldyy B ] Gyt oda
28338 el aidly JLell 3l sl iliea



3. Money Markets

Markets concerned with short-term credit

transactions, such as commercial papers,

fransferable and fradable certificates  of
deposit and treasury bills. Transactions of
such markets are commonly run by financial
brokerage institutions, for instance banks and
investment companies. Money marketfs are

subject to the supervision of central banks.

Disclosure

Revealing and providing access to all
information of inferest to investors in financial
markets in a fimely manner, whether such
information is related to disclosure of interests,
financial statements, material information or
decisions that may affect the price and value

of the fraded securities.
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First: Economics and Investment

Bankruptcy

The inability of an individual, be that a natural
individual or a corporate entity, from repaying
his outstanding commercial debts due fo
financial instability or other reasons, which may
lead to distrust in his credits and threatens his

creditors’ interests.

Securities Activities

The activities practiced by the persons
licensed by the CMA to work in the securities
trading industry, and thus subject to the CMA
Law and its Executive Bylaws. The following
are included within the realm of securities
activities:

1. Securities Exchange.

Clearing Agency.

Investment Portfolio Manager.

Collective Investment Scheme Manager.

Investment Advisor.

S O

Subscription Agent (Underwriter).
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Custodian.

8. Market Maker.
Securities broker registered in the Securities
Exchange.

10. Securities broker not registered in the
Securities Exchange.

11. Investment Controller.

12. Credit Rating Agency.

13. Valuation of Assefs.

14. Any other activities which the CMA may
specify.

Microeconomic Data/Information

They are the data and informafion of a
particular entity or economic unit. An
example of such information is the income,
expenses, wages, value of raw material used
in production, cash flows and profits. These
microeconomic variablesindicate the financial
conditions of the entity or the economic unit,

and the expectations of the future growth.
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First: Economics and Investment

Macroeconomic Data/Information

They are the data and information, which aim
at monitoring the macroeconomic variables,
such as the Gross Domestic Product (GDP),
total investments, consumer expenditure,
money supply, inferest and inflation rates,
value added to the GDP by each economic
sector, and unemployment rate in order to
know the general condition of the economy
(boom or recession). The definition may also
include the information and data related to
the global economy, and the local, regional,

and international political events.

Credit Rating
It is the assessment given by an institution
specialized in determining the general financial

solvency regarding a particular entity.
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Inflation

It is the rate of increase in the general level of
prices for goods and services over two periods
of time. It is measured by the percentage of

change in consumer prices.

Dedling in Securities

A person dealing in securities for his account
or on behalf of a third party by sale, purchase,
submitting an offer of sale or purchase
or acquisition, issuance, public offer for
subscription, waiver of the right to subscribe,
promoting, marketing, underwriting, custody,
the

dealing of, lending, short sale, pledge, waiver

listing, depositing, settling, financing
of securities, or any other tfransaction the CMA

deems as dealing in securities.
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First: Economics and Investment

- Valuation of Assets

Valuation of Assets is defined as the process and

mechanisms undertaken to determine the value of a

company'’s assets and shares in the following cases:

1. Value of inkind shares constfituting the
company’s share capital whether upon
incorporation or upon increase of its capital;

2. Value of the net assets of companies which are
parties to a Merger, conversion or division, or
when making an Acquisition Offer;

3. Value of the share of a partner who does not
wish fo remain a partner;

4. Value of the share of a joint partner;

5. Value of the share of a partner who refuses to
amend a partnership company contract;

6. Value of the shares of a removed partner;

7. Value of the share of a deceased partnerin a
professional company;

8. Value of any attached shares;

9. Anyotherevents provided forinthe Companies
Law, its Executive Bylaws orthe CMA Executive

Bylaws.
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Investment Diversification
Utilizing cash assefs in  various types of
investments such as securities, real estate
and deposits in order to reduce risk. It is a
method for diversifying the investor’s securities
portfolio by investing in different companies’
shares related fo different secfors such as
banks, communication, insurance, real estate,

industry and financial services.

Feasibility Study
Itis a comprehensive group of specialized studies
to determine if the project is economically
the

environmental and social aspects of the project.

feasible. It includes legal, financial,

Provisional Seizure
Temporary prohibition of transfer, remittance,
exchange, or disposal of funds pursuant fo an

order from court or a competent authority.
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First: Economics and Investment

Ally
A person who is affiliated with another person (s)

or is subject to their control.

Liquidity
A degree to which assets may be converted
to cash without cost and is available for the

enfity.

Licensed Person

A natural or corporate entity that has a license
from the CMA to practice one or more of the
securities activities provided for in CMA Law

and ifs Executive Bylaws.

Monetary aggregates (Money supply)

The amount of money available in economy,
which includes currency in circulation, sight
deposits, and deposits of banks and other

financial institutions.
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Interest

It is the amount paid by the borrowers to
the lenders as compensation or fee. Interest
rate can be seen as the opportunity cost for
lenders for not spending their money and

bearing the risks of lending it instead.

Sector

Companies sharing common characteristics
are divided into sectors; the public sector
and the private sector. The private sector
is divided
enterprises, and large enterprises. The large

info small and medium-sized
enterprises sector is also divided to micro
sectors based on activity. For instance, the
banking sector, industrial sector, financial

sector, and service sector.

Issuer

A corporate entity entitled to issue securities.
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First: Economics and Investment

Financial Solvency

The ability of a person, whether a natural
individual or corporate entity, fo meet its short-
term and long-term obligations, and its ability
to avoid insolvency risks which it may face
due fo a change or changes in the economic
conditions affecting its business. The financial
solvency is an important criterion considered

by lenders when seeking financing.

Gross Domestic Product (GDP)

It is the monetary value of all final goods

and services produced by the economy in a

specific fime period, typically a year. The GDP

is measured by three methods, which are as

follows:

1. GDP measured by expenditures.

2. GDP measured by the value added by
each enterprise to the GDP according fo

the sector of the enterprise.
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3. GDP measured by income, which is the
total income earned from the production
process of all final goods and services in
economy. It includes compensation of
employees, corporate profits, and taxes

and fees paid to the country.

For example, GDP measured by expenditures
is calculated as follows:

GDP = private final consumption expenditure +
government expenditure + gross fixed capital
formation + net exports (exports - imports)
+ change in invenfory (ending inventory -
beginning inventory).

Nonprofit organizations

Any corporate entity (institution or authority)
practicing economic or service activities
without seeking to achieve profit from such
activity. Any profits earned are reinvested in

the nonprofit authority or institution.
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First: Economics and Investment dole dujloiiwlg dualnisl cilallhm o Vgl

- Security

A security is any insfrument —in any legal form
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- that evidences ownership of a share in a s Jie 2l cre ey Joloill ALls 3ligs

financial fransaction pursuant to a license from

the CMA, such as:

a) shares issued or proposed fo be issued in  jliui, o Lajlas] 7yuaddl of 3pslall @gudl i
the capital of a company A8, a1

b) anyinstrumentthatcreatesoracknowledges L o) e 9 @ Adgane 5 o G BlaT &l .
a debt issued or to be issued by a company LA, Al gy

¢) loans; bonds; Sukuk; and other instruments 14,81y @iy Sally @l iadly oy, all .z

d)

that can be converted to shares in the
capital of a company
all public debt instruments that are tradable

and issued by the various government
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entities or public institutions and authorities dalad
e) any right, opfion or derivative relating to Blsdl cre b Glan eliiin of Sl of 3> i -

securities LAl
f) unitsin a collective investment scheme coeben Hlail allal s @las sl

a)

any paper orinstrument considered by the CMA
as a security for the purposes of implementing

CMA Law and its Executive Bylaws.
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However, not to be considered as securities are
commercial papers such as cheques, promissory
notes, bills of lading, letters of credit, cash fransfers.
Also, instruments negotiated by banks exclusively
between each other such as insurance policies
and rights arising from retirement funds established

for the benefit of the beneficiaries therefrom.
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Second
Securities Exchanges

Low Price
The lowest price of a share over certain frading
period(s), which may be a day, a month or a

year.

High Price
The highest price of a share over certain frading
period(s), which may be a day, a month or a

year.

Securities Exchange

A market designated for matching bid and ask
offers forsecurities which follows specific trading
procedures and performs the functions usually
performed at securities markets, according fo

the rules and regulations issued by the CMA.

Material Information
Any information concerning a listed company,
listed fund, issuer or obligor, as the case may

be, relating fo its activity, its financial position,
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or its management which is not available to

the public and relates to its assets, liabilities,
financial position, or general course of business,
that may lead to a change in the price or
volume of trading in a relevant listed security,
or affect the wilingness or unwilingness to
acquire or divest an interest in such a security,
or may affect the issuer’s ability fo meet its
obligation.

Fundamental Analysis

A company analysis regarding its main

indicators such as assefs, revenue and
administrative efficiency. In addition, studying
the main factors of the sector it belongs to,
while taking into consideration all economic
and financial variables affecting its present and
future activity. This shall assist in determining the

fair share price of the company.
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Technical Analysis

A study to the price movement of shares and
their volume and value of frading in the market
based on historical data in order to predict
future price movements, volumes and values

of frading.

Trading
The process of buying and selling securities
through trading channels provided by the

Securities Exchange.

Fluctuation
An intraday measurement of the price change

of a security during trading.

Price Correction

The adjustment of shares’ prices after an
economically and financially  unjustified
increase or decrease to levels close o their fair

values.
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Resistance Level

A price level which is difficult for the shares’
prices to rise above. Rising above such level is

an indication of a market boom.

Capital Gain

Profit gained from selling a number of shares of
a certain security after its price increased. It is
calculated as follows:

Capital gain = (security sale price — security
purchase price) x the amount sold of the
security.

If the purchase price is higher than the sale
price, capital loss will be incurred be the

investor.

Closing Price
Price of the last fransaction of a share during a
day’s trading session.
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Opening Price
Price of the first transaction of a share during a
day’s frading session.

Equilibrium Price
Price agreed upon by the buyer and the seller

to execute the fransaction.

Futures Markets

A regulated market where deals on assets or
securities are executed on a specified future
date with predetermined prices according to

certain mechanisms and controls.

Spot Market
A market where transactions are settled and
securities are delivered within a short period of

fime.
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Beneficiary

Any person who has a benefit that represents
5% or more in the capital of a company listed
in an Exchange, whether directly, indirectly, or

in alliance with others.

Market Maker

A person who ensures the availability of supply
and demand for one or more listed securities
according to confrols issued or approved by
the CMA.

Bid Offer
An expression of interest to acquire ownership
of asecurity listed in the Exchange and through

the Exchange for cash consideration.

Ask Offer

An expression of interest to dispose of a
security listed in the Exchange and through the
Exchange for cash consideration.
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Settlement

The procedure by which any trading confract
is conducted to fransfer the ownership of
securities from the seller to the buyer, and to

complete their payments.

Clearing

The procedure of counting the net rights and
liabilities of tfraders in securities arising from
any frading contfract with regard to payment,

delivery or both on the settlement date.

Trading Hall (Trading Floor)
A place in the Securities Exchange building
designated for the execution of the buying

and selling operations.
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Second: Securities Exchanges

Pricing Efficiency

The market’'s capability and speed in
determining fair prices for the traded securities.
In other words, the availability of allinformation
and financial data required to fairly evaluate

shares’ pricesin a fimely and accurate manner.

Operational Efficiency

The market’s capability to continuously
balance between supply and demand and
to provide the minimum limit of liquidity so
investors can enter and exit the market with the
least possible cost. In other words, the traders’
ability to easily buy and sell securities without a

steep rise or fall of prices.

Market Efficiency

The market's ability fo reflect material
events, economic informatfion and financial
statements affecting the companies’ activities,

and consequently affecting the securities
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prices of the listed companies. The Market

Efficiency is divided info three levels:

1.

Weak Form Efficient Market: The markets

where the material events, economic

information and financial statements
affecting the securities prices are not
available to all fraders. Their real effect on
securifies’ prices shows affer a relatively
long period of time.

The

markets where the material events, economic

Semi-Strong Form Efficient Market:

information and  financial  statements
affecting the securities prices are available
fo most fraders. Their real effect on securities
prices shows within a short time period.

Strong Form Efficient Market: The markets
economic

where the material events,

information and financial  statements
affecting the securities prices are available to
all fraders without exception. Their real effect

on securities prices shows immediately.
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Market Efficiency (Competitiveness)

It means that no single corporate entity or an
alied group can affect the rising and falling
of the prices due to the existence of a large

number of fraders in the market.

Trader
A person who buys and sells securities for his

own account.

Investment Porifolio Manager

A person who manages discrefionary or non-
discretionary Investment Portfolios on behalf
of clients or who manages the assets of the
company by whom he is employed.

Investment Advisor
A corporate entity that provides investment

advice relating to securities for remuneration.
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Support Level
A price level which is difficult for shares’ prices
to fall below. If that occurs, it is an indicator of

market recession.

Insider

Any person, due fo his position, has access
to information or data of material effect on
a listed company that is not available to the

public.

Inside Information
Information and data not announced to the
public which if announced will influence the

price or frading of a security.

Market Indices

Indicators which show the net changes in
shares’ prices of companies through fime
according to different measuring mechanisms

(price index, weighted index).
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Securities Settlement System

Any entity that setfles and transfers securities
according to a set of predetermined rules.

Price Margin

The difference between the bid price and the
offer price, it increases and decreases based
on the supply and demand, market efficiency,
and price transparency.

Broker
A corporate entity who purchases and sells
securifies for the account of a third party

against a commission.

Central Counterparty
An entity that itself between
counterparties to contracts, becoming the

intferposes

buyer to every seller and the seller to every

buyer.
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Clearing Agency

Any enfity that conducts seftlement and
clearing operations of securities, and one
which provides the central custody of securities,
and one which provides other related services.
Cenfral securities  depositories,  securities
sefflements systems and central counter parties

are considered types of clearing agencies.
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Third

Shareholding Companies

Cash Dividend
A dividend paid in cash by the company to its
shareholders on specific dates, which can be

quarterly, semiannual or annual.

Stakeholders
Every person of inferest with the company
such as employees, creditors, suppliers, clients,

agents and service provides thereto.

Board Member
A natural or corporate entity elected or appointed
membership of a company’s board of directors.

Thisincludes arepresentative of a corporate entity.

Board of Directors’ Secretary

A person appointed by the board of directors
from amongst the company’'s employees
to record, register and note all minutes of
meetings, and to perform any other duties

assigned to him by the board in this respect.
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Third: Shareholding Companies

Accumulative Voting

Amethod of votingthat grantseach shareholder
a voting ability pro rata to the number of shares
owned, where the shareholder is entitled to
vote his shares in favour of one candidate to the
company's board of directors or to distribute his

votes amongst the nominees.

General Assembly

Inviting shareholders on an annual basis or
whenitis deemed necessary to discuss different
issues related to the company’s activity, fo
exchange opinions, give suggestions, evaluate
the company’s situations and discuss future

plans and approaches.

Voting Right

The right granted to the shareholder to vote on
the policies and decisions of the company in
the general assembly’s meetingin accordance

with the numlber of his shares.
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Shareholders Register

An official record which registers the ownership
of shareholding company’s shares and registers
the transfer of the shares’ ownership or any
disposition of such shares. It usually includes the
shareholders’ names, address and number of

shares held.

Effective Control

Every condition, agreement or shareholding,
no matter what the amount, that leads to
controling the appointment of the majority
the
resolutions issued by it, or the general assembly

members of the board of directors,

of the relevant company.
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Third: Shareholding Companies

Related Person

A person that occupies the office of a member
of aboard of directors, executive management,
supervisory position for a broker, investment
advisor, manager or supervisory position for any
of the abovementioned entities, oran employee
or representative of any of the entities that deall
with the public, or has discretion in disposing of
securities or monies as part of his role at an entity

licensed to work in securities.

Subsidiary Company
A company is deemed a subsidiary when a
person owns more than 50% of its share capital

or has effective control over it.

Associate Company

Acompanyisdeemed an associate when another
company owns, directly or indirectly, more than
20% and less than 50% of its share capital, or has a

significant influence over its decisions.
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Shareholding Company

A company whose capital is divided into
tradable shares of equal value. The shareholder
is liable only for the value of his capital share.
He is only held accountable to the extent of

the par value of his shares.

Public Shareholding Company

A company whereby their issued shares
are subscribed in by means of a public offer
whether at formation or capital increase, or a

company that lists its shares on the Exchange.

Closed Shareholding Company
A company whose subscription in its issued

shares is limited to its founders.
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Third: Shareholding Companies

Chief Executive Officer / Executive Member

A person appointed by the company’s board
of directors from amongst the member of the
board or others, who shall be directly under
the board of directors, and is in charge of
managing all executive works relating to the
company’s main activities, in accordance
with the responsibilities and authorities granted

fo him.

Non-Executive Member of the Board of Directors
A member of a board of directors who is not
fully engaged in full-time management of the
company and does not receive a salary from
it. The remuneration received as a member of

the board of directors is not deemed a salary.
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Auditor
A natural person registered with the Authority
in the Auditors’

independent technical opinion on whether

Register who gives an

the financial statements of a company present
a frue and fair view of the company’s affairs
and are prepared in accordance with the
international accounting standards adopted
by the CMA.

Shareholder
A natural individual or a corporate entity who

owns share issued by a shareholding company.
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Fourth l_sul )
Subscriptions GLbisVLAUn ulaulalhng
Private Placement 1o litt olusY

An invitation addressed to a specific class or
person(s) to subscribe in a security.

Public Offer / Initial Public Offering
An invitation addressed to the public through
various means of media to subscribe or

purchase securities.

Preemptive Rights

A right that grants a security owner priority to
subscribe in an Issuer’'s share capital increase
pro rata to the number of securities he owns in

the Issuer’s share capital.

Issuance Manager
A person licensed to carry out the activity of a

Subscription Agent.

Otiurs polidl of dias &b | dgage 330 go
~Adle 485 B oLadU

plad) LLESY
BIL 3153 SO peamll g sall 33201 Aules
Al 3 il G e

oLESY 2 Aagtg¥ ) G

er- DY [ FPUPY T[N [ - SPU R PP ST [y EX [ IV
&2 &l (31591 (re aSlay Lo Ay JLadl (il 3315 B
sl Ll el

Hlaio W joue



Prospectus

that information

regarding a security, its issuer and other

A document contains
information in accordance with the conditions

and requirements issued by the CMA.

Subscription Agent / Underwriter

A person who offers or sells securities for the
benefit of the issuer or his ally, or obtains
securities from anissuer or ally for the purpose of

re-marketing them or managing theirissuance.
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Fifth

Investment Instruments

Luola
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Debt Instruments

Mid-term and long-term investment instruments
such as convertible and non-convertible
bonds and Sukuk with fixed or variable return,
freasury bonds and freasury bills or any other

debt instrument approved by the CMA.

Money Market Instruments

Short term investment instruments such as
deposits or their equivalent in Islamic banking,
government bills, and bonds and Sukuk issued
by banks or companies, whether in Kuwaiti
Dinars or other foreign currency, bank deposit
certificates, repurchase agreements, or any
other money market instrument approved by
the CMA.

Shares
Shares issued or to be issued in a company's

share capital.
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Treasury Shares

A company’sshares which the issuing company
repurchases or buys back or otherwise makes
use of.

Common Shares

Securities that represent ownership or share in
the capital of a shareholding company, whose
shares are fradable. They grant their owners
a number of rights, for instance the rights
of attending general assemblies, receiving
dividends if distributed, voting and subscription

priority.

Non-listed Shares
Shares of companies that are noft listed in the

Securities Exchange.
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Listed Shares

Shares of companies that have fulfilled the
conditions of listing requirements of the
Exchange, which all companies must meet in

order o be listed in the Exchange.

Preferred Shares

Shares that are granted certain privileges in
voting, profits, liquidation proceeds or any
other rights, provided that shares of the same

type are equal in rights and privileges.

Stock Dividends
Shares distributed by the company to its
shareholders, in addition to or instead of cash

distributions.

Letter of Allotment
A lefter to the investor from the issuing
company, which shows the number of shares

he has been allocated.
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Issuance

The process of offering securities by the
issuing party (government, public companies,
established  or  recently  incorporated
companies) for subscription in the primary

market.

Custodian

A corporate entity licensed by the CMA to
hold in custody clients’ funds and clients’
assets including those constituting a collective
investment scheme in accordance with the
provisions of CMA’s Law and its Executive

Bylaws.

Stock Split

The process that leads to an increase in the
number of a company’s capital shares while
maintaining shareholders’ equity due to a
decrease in the par and market value of the

share.
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Redemption Price (Call Price)

The price that must be paid to the bond holder
when redeemed before its maturity date. It
usually equals the bond's par value plus the

redemption premium.

Fair Share Price

The price determined affer taking into
consideration all the current and expected
economic and financial data about the

company.

Bond

A financial instrument that represents an
indebtedness due from the issuer to the
bondholder, pursuant to which a bondholder
the

bond’s term, one payment or more of the

receives periodic distributions during
redemption, or both. And the bond expires

when it reaches its maturity date.
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Fifth: Investment Instruments

- Government Bond

Bondsissued by the government, ministries, public

authorities or public institutions whether through

adirectissue, or anindirect issue, or those entirely

secured by abovementioned authorities.

e Treasury Bond:
A bond issued by a government (Central
Banks) for different terms, which may last
from a year to 30 years with annual or semi-
annual interest until the maturity date.

e Treasury Bill:
A security issued by the Central Bank with
a term ranging between three months and
a year. It is usually sold with a discount on
its nominal value, and is redeemed at the

nominal price on the maturity date.

- Fixed-Income Bond
A bond with a fixed interest rate until its maturity
date.
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Variable-Income Bond
A bond issued with a variable interest rate
linked with the market interest rates or any

other variable indicators related to the issuing

party.

Corporate Bond

A bond issued by a private corporation or
institution. Its returns vary according fo the
financial solvency and the credit rating of the

issuing party.

Convertible Bond:
Bonds that give their holders the right to convert

them into shares in a future date.

Guaranteed Bond
Bonds that offer their investors guarantees for
their loans such as real-estate or one of the

company'’s assets, and they have low returns.
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Zero-Coupon Bond

A bond sold with a discount on its nominal
value, and the investor redeems its nominal
value on the maturity date. The investor can
sell it in the market price in case he/she wants

to before such date.

Unguaranteed Bond

Common bond which has no guarantee from
the issuer, and what is most commonly fraded
in the market. These types of bonds usually

have high returns and high risks.

Redeemable Bonds
A bond which the owner has the right to

redeem all or part of it prior to its maturity date.
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Fund
A Collective Investment Scheme formed to collect
money from investors for the purpose of investing
it on their behalf in different fields in accordance
with professional management principles of the
collective investment and to be managed by a
Fund Manager for a specific fee. It may only be
incorporated by the person licensed to practice
the activity of establishing and managing collective
investment schemes. There are usually two types of
investment funds; open-end and closed-end funds:
o« Open-ended Fund
A fund of a variable capital, with a capital
that increases with the issuance of new
investment units or decreases with the
redemption of any of its units during the
period specified in its articles.
o Closed-ended Fund:
A fund of limited capital. Ifs units can only be
redeemed at the expiry of the term of the fund.
Its capital may be increased or decreased in

accordance with its Articles of Association.
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Debt Instruments Fund
An investment fund with the main objective

of investing in mid-ferm and long-term
debt

government or semi-government companies

instruments issued by governments,

or private institutions and companies or
any other body approved by the CMA. It is
regulated by regulatory authorities and rafed
by a recognized international rating agency
or a local rating agency licensed by the CMA,
ensuring the fund's continued performance as

provided in its Articles of Association.
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Money Markets Fund

A fund with the main objective of investing in
money market instruments as provided for in
its Articles of Association. Due to ifs investment
in money market instruments, these funds are

usually classified as low risk and high liquidity.

Real Estate Fund
An investment fund that aims atf investing the

fund’s money for real estate purposes.

Fund of Funds

A fund that invests in other funds licensed by
the CMA or by a foreign regulatory authority
in accordance with their own regulatory
standards and conditions, similar to criteria
applied by the CMA.
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Forward Contract

A private confractual agreement between
the buyer and the seller for purchasing or
seling a commodity in a future date with a
predetermined price. These contracts are
fraded outside of the regulated financial

markets.

Option Contract

A contract or agreement that gives a person
the right, and not an obligation, to purchase or
sell a security or securities, or a stock index, but
this right does not bear the right fo own these

securities.

Futures Contract
A contractual agreement between the

buyer and the seller for purchasing or
seling a commodity in a future date with a
predetermined price and they are fraded in

regulated financial markets.
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Nominal Value, Par Value, Par

The value indicated on a security (whether a
common share, a preferred share, bond or
Sukuk). It does not necessarily represent the
amount paid by the subscriber, instead, it may
be issued in an additional price such as anissue

premium or for a discount in certain cases.

Issuance Price

The price of a security at the time of issue, or
the amount that the shareholder should pay
for his ownership. Sometimes it may be issued
in a value higher than its nominal value (share

premium and ifs expenses).

Share Book Value
The share's value calculated by dividing the
shareholder’s equity by the number of issued

shares after excluding the treasury shares.

et Ll A8yl Ao ¥ Aol
il Lsle Loges) BLall 23,01 Lo igoell Zegill o
Le 3yapalls Jia3 ¥ ag o(ISm A s o7 J3lies o
3OS Lalis] pacwn Houad 13 LeY Le caSall aads

e oY 3 i L3l T s

Do ded

e casi Lo gl el Ly a1 Aeldll o
B9d dady jhuay wBy Al pdiy sslaes @aludl
ciliay los) 39dler Lol daced! diesd

:g;MiMLﬁM!M!
sladfial aa 3yamadl @l sae Ll (Gresla!



Market Value

The actual value of the share when traded at a

certain time in the Exchange.

Investment Controller
A corporate entity licensed by the CMA to carry
out the activity of controling and supervising

collective investment schemes.

Conversion Ratio
The number of common shares that may be
received in exchange for convertible bonds or
preferred shares.

Collective Investiment Scheme
An entity that employs investors’ money in

various investment instruments.
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Investment Unit in Funds

An investment unit is an indivisible security that
represents a share in a fund’s assets directly
vesting its holders with all rights resulting
therefrom.

If one unit is owned by more than one owner,
they must choose one person amongst them

to represent them before the fund.
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Sixth

Mergers & Acquisitions

Initial Agreement

An agreement that contains general principles
and initial steps to present a voluntary
acquisition offer or enter info a merger

between two companies or more.

Acquisition Offer

An offer fo acquire or a solicitation to procure
the acquisiion of shares which would
confribute to achieving effective control over
a company listed on an Exchange, or over
an unlisted company in the event of reverse
acquisition, to which the provisions and rules of
Module Nine (Mergers and Acquisitions) of the

Executive Bylaws of CMA’s Law apply.
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Sixth: Mergers & Acquisitions

Reverse Acquisition

Any arrangement pursuant to which a listed
company issues new shares and offers them
to an unlisted company’s shareholders in
exchange for theirs, so as the new shares
of the listed

following the

represent more than 50%

company’s issued shares

acquisition.

Merger

An agreement that leads to the merger of one
company or more into another orinto a different
legal entity, whether through amalgamation,

consolidation, or division and amalgamation.

Control

Any condition, agreement, or shareholding
(whether individual holding or through
subsidiaries or acting in concert) exceeding
30% of the fraded shares of a company listed

on the Exchange.
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New Company

A company set up to combine the financial
liabilities and assets of two companies or more
that have been merged by consolidation in
accordance with the procedures specified by

law.

Merging Company

A company that assumes the financial assets and
liabilities or part thereof of one or more companies
which are then to be wound up in accordance

with the procedures specified by law.

Merged Company

A company whose legal entity is wound up
following an agreement to transfer its financial
liabilities and assets to another company, or to
found a new company, or to divide ifs financial
liabilities and assets info two parts or more, in
accordance with the procedures specified by

law.
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Sixth: Mergers & Acquisitions

Voluntary Acquisition Offer

An offer to acquire, or a solicitation to procure
the acquisition of the shares of one or more
classes of shares of a listed company other
than those owned by the Offeror, its subsidiaries
or those acting in concert with it as of the date

of submitting the offer.

Mandatory Acquisition Offer

An offer to acquire or a solicitation to procure
the acquisition of the remaining shares of
the Offeree Company which the Offeror is
obliged to make to all of that company’s
shareholders as a result of possessing together
with its subsidiaries and any party acting in
concert 30% or more of the securities of a listed

shareholding company.
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Competitive Acquisition Offer

A Voluntary Acquisition Offer made by the
Offeror of the competitive acquisition offer
that contains a material addition or revision
to a condition in the Original Acquisition Offer.
The Offeror of a competitive acquisition must
state its objectives for making the offer, which
has to be submitted before five business days
from the closing of the collection period of the

Original Acquisition Offer.

Non-Cash Voluntary Acquisition Offer

An offer to acquire, or a solicitation to procure
the acquisition of, shares of one or more classes
of shares of an Offeree listed company other
than shares owned by the Offeror, its subsidiary
or those acting in concert with it on the date of
offer submission, in exchange for shares issued
by the Offeror company or for a combination
of cash and shares issued by the Offeror

company.
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Original Acquisition Offer

An acquisition offer submitted to an Offeree
by a person before another person submits a
Competitive Acquisition Offer.

Collection Period

The period from opening the registration in the
acquisition manager’s portfolio to participate
in the acquisition until closing the registration in

the acquisition manager’s portfolio.

Offer Period
The period from disclosing an Acquisition
Offer until announcing the execution of the

acquisition fransaction.
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Offeree

Any listed company in the Exchange in respect
of which an acquisition offer is made.

In the event of a reverse acquisition, any
unlisted company in respect of which areverse

acquisition offer is made fo its shareholders.

Acquisition Manager

A person licensed by the CMA fo carry out the
activity of Investment Portfolio Management
who is engaged in collecting the shares of

those wishing to participate in an acquisition.

Controller

Any person, natural or corporate, who has control.

Draft Merger Contract

The terms and conditions drafted and agreed
upon between the companies that are entering
infto a merger, which should be executed in
accordance with the procedures set out by the

CMA Law and the Executive Bylaws.
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Offeror:
A person, natural or corporate, that submits

an Acquisition Offer. In the event of a reverse
acquisition, any listed company that issues
new shares and offers them to the shareholders

of an unlisted company.

Offeror of an Original Acquisition

Any person, natfural or corporate, that submits
an acquisition offer to an Offeree company,
before another person submits a Competitive

Acquisition Offer.

Offeror of Competitive Acquisition
Any party or parties that offer a competitive
acquisition offer other than the Original

Acquisition Offer.
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Seventh
Financial Reports

Shareholders’ Equity

The capital in which the owners of the
company (shareholders) participated in, in
addition to the reserves and retained earnings.
It is calculated as the difference between
assets and liabilities. The shareholders’ equity is

also referred to as the company's book value.

Total Liabilities
The company’'s obligations fowards others
such as creditors, taxes, debts and short and

long-term loans.

Total Assets

All assets owned by the company such as
cash in banks, deposits, fradable investments,
securities, buildings, machinery, equipment,
accruals  and

securities, the company’s

infangible assets such as patents and

frademarks.
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Seventh: Financial Reports

Voluntary Reserve

A specific percentage deducted annually
from the company’s net profit before taxes,
if any. It is determined by the company’s

General Assembly.

Legal Reserve

The mandatory reserve deducted annually
pursuant to the Company’s Law. It represents
a specific percentage of the net profit before
taxes, if any. The company may raise this

percentage.

Retained Earnings

The amount of the profit which the company
has reinvested instead of distributing as
dividends. It appears under the shareholders’
equity heading in the general balance sheet. It
is considered a source for the infernal financing
of the company that can be redistributed in

the future.
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Fixed Assets

Long-term capital assets that could be used
in production such as machinery, equipment,
building and others. Such assets are usually not

fraded in the company’s fransactions.

Insolvency
A company’s inability to meet its financial
obligations towards creditors as it becomes

due.

Total Revenue

Total amount of money which the company
receives in return of selling its products
or services, including other revenues not

connected with the company’s main activity.

Accrued Revenue
Revenue of a current accounting period that

have not yet been collected.
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Deferred Revenue

Revenue that is collected at a current
accounting period, but is related fo future
operations. They are often called “Advance

Payments” or “Unearned Revenue”.

Annual Report

A report which every shareholding company
must send fo its shareholders af the end of each
fiscal year. It shall be audited by a licensed
and independent auditing office. It typically
includes the balance sheet, income statement,
statement of changes in equity, statement
of cash flow, any information related to the

company, and the company’s future outlook.
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Expenditure

Total expenses incurred by a company for
practicing its activity within a specific time,
including general and administrative expenses,
raw material expenses, provisions of capital

depreciation, taxes, and fees

Dividend
A portion of the company’s profits which are
distributed to shareholders either through cash

or free distributions of shares.

Paid-up Capital
The amount of the company’s capital which

has been paid by shareholders.
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Avuthorized Share Capital

The shareholding company’s capital which
has been legally approved and registered.

Financial Year

The accounting year of the company which
varies from one company to another. In some
this may start at the beginning of the calendar
year, whereas others start at the beginning of
quarter of the year.

Net Profit
The difference between total revenue and
total expenditure of a company.
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Guarantees
The guarantees of fulfilment of the company’s
loans and obligafions.

Return on Capital

An accounting measurement which shows the
company'’s profit, during a specific period, as
a percentage of its capital. This percentage
reflects the changes in the company’s profifs

over fime.

Cash Flow Statement

A statement showing the cash flow of a
company during a certain accounting period,
which results from operating, investing and
financing activities. It also shows the banks’
balance and cash equivalent of a company

at the end of the accounting year.
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Seventh: Financial Reports

Income statement

A statement showing the total revenue, fotal
expenditure, total profit, and the operating
profit of a company over a certain period of

time whether annual, semiannual, or quarterly.

Statement of Financial Position

A financial statement which shows total current
assets (assets that may be converted into cash
within a maximum of one year), and fotal non-
current assets (that needs more than a year
to be converted info cash). It also shows the
total equity, total current liabilities (short term
that matures within less a year), and total non-
current liabilities (matures after a year).

Total Assets = Total Equity + Total Liabilities
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Current Liabilities:
Obligations which the company must settle
with financial institutions within a short period of

time (less than a year).

Current Assets

The value of the company’s highly liquid
assets such as cash, assets that may be easily
converted to cash within less than a year, short-

termreceivables, and inventory ready to be sold.

Financial Indicators

e Earnings Per Share
Itis calculated by dividing the company’snet
profit by the number of shares outstanding.
Earnings Per Share = Net Income/Number

of Shares Outstanding
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Market
Outstanding Shares X Share Market Value)

Number of Trades & Traded Value

Total number of executed transactions and
the fotal of their value over a specific period

of time.

Market Capitalization

It is calculated by multiplying the number
of outstanding shares by the current share
market value.

Capitalization = (Number  of
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Market to Book Value

It is calculated by dividing the company’s
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- Share Turnover

An indicator of the securities’ liquidity, which
equals the quantity (volume) of the traded
securities divided by the number of outstanding
shares in a specific furnover period.

Share Turnover = (number of fraded company'’s

shares over a period/Outstanding Shares) x 100
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Seventh: Financial Reports

Price-Earnings Ratio (P/E Ratio)

It is calculated by dividing the last share closing
price in the market by the profit gained during
the 12 months preceding the closing. Its increase
is a negative sign which indicates a decrease in
the return oninvestmentin the company’s share.
Price-Earnings Ratio (P/E Ratio) = Share Closing Price/
Net Profit during the year prior to the closing price.

Financial Leverage Index:
It measures the level of the company’s
obligations towards others (financial institutions
and creditors) in the company’s capital
structure. It is calculated as follows:

Financial Leverage = Total liabilities/
Shareholders’ equity

A decrease in this percentage is an indicator of
the company's financial leverage and its ability fo
fulfill its short and long term financial liabilities and
to self-finance its operations without the need to

borrow or be subjected to financial distress.
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Liquidity Ratio / Current Ratio

It measures the company’s ability to meet all
its short-term obligations, it is calculated as
follows:

Current Ratio = Current Assets/Current Liabilities

Return on Equity Ratio

It measures the return achieved by the
company for the shareholders.
Return on Equity Rafio = Net Income/
Shareholders’ Equity x 100

It is worth mentioning that there is a strong
correlation between thereturn onshareholders’
equity and the company’s share price. If the
return on shareholders’ equity increases, the

market share price increases, and vice versa.

Ayl ya5e

Lolel3all S slagll Lle 36,401 5,03 yadell (s
iU Ly Conam o Ja 1 3 yaand 2L

Glslaall + Wglatall @lssrsall) = sl 5o
(5]l

teadbacad| Ggd Ao ladl L dbe

cOpepliaell 48, 500 dasmd (g1 Glall o

100 x (4SLedl Bga~ gJLn:J

e Gl o Gl Wla W ) L 5L juxdy
LS i aay (AS,01 CIPRSUIRPRRIERY UIPN Iy PV-ES
Mﬁi@ma‘y&l‘j g.ﬂ}u.-.” ‘Q.ét.uj'



[

Return on Investment in Securities

The amount of return on an investment in a
security based on the dividends (or profitfs),
in addition to its capital gains. It is usually
calculated as follows:

Return on Investment =

Dividends

Share purchase price

Share price-share purchase price
+ - X 100
share purchase price

Cash Return on Shares

Itis calculated by dividing the dividends by the
share market price.

Cash Return on Shares = Distributed Dividends /
Share Market Price
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Net Profit Margin

An indicator that shows the company’s net
profit as a percentage of its total revenue.

Net Profit Margin = (Net Profit/Total Revenue)
x 100

An increase in this percentage indicates
an increase in the company’s operating

efficiency.

Free Float Shares

The company’s number of shares that are
available for the public to tfrade after excluding
the
agencies, and public authorities.

maijority  shareholders, government

Capital Structure
Permanent and long-term financing of a
company such as long-term loans, preferred

shares and equity.
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