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ABSTRACT

This project highlights the experiences of some well known compa-
nies involved in international operations. It shows not only the
Middle Eastern firms' (ABC, Investcorp and ITS) international
business operations but also western firm's (DHL) businesses in
the Middle East. Every effort has been to provide as much detail
as possible about these firms' management, organization, product-
mix, marketing, and competition among other issues. The project
thus seeks to offer valuable insights and hopefully will be of
use and interests to many business students,"practitioners and
entrepreneurs. The cases have been written in such a way that
these could be easily developed as teaching cases and this is one

of the inherent objective of the project.
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INTRODUCTION

This project presents experiences of four major international
firms. This is in fact a case-research based project. A case is
defined as typically a record of business issues which actually
have been faced by business executives, together with surrounding
facts, opinions, and prejudices upon which the executives had to
depend (Gragg, 1940). While three of the selected companies in
this project i.e. DHL Worldwide Express (DHL), Arab Banking
Corporation (ABC) and International Turnkey Systems (ITS) operate
in international markets including the Middle East, Investcorp
runs their operations in Europe and North America from the
Bahrain based head office.

Importance

In recent years case research has achieved more attention and
importance from the academics. The American Assembly of Collegi-
ate Schools of Business (AACSB) has played a major role in this
regard. Since the mid 1980s, the AACSB approved and recommended
that case-research publications should be accepted as publica-
tions. North American Case Research Association (NACRA) also
plays a pioneering role in fostering case research. In addition
to publishing the Case Research Journal, the NACRA organizes
annual national conference devoted exclusively to the presenta-
tion and discussions of case studies. The NACRA has now even
some regional associations involved in actively encouraging case

research (Academy of Management, 1994a). Besides, the Academy of




Management and the International Association for Business and
Society (IABS) arrange and conduct special sessions on case
research during their annual conferences (Academy of Management,
1994b) . The case-research environment has further been stimulated
by the top rated journals such as Harvard Business Review, Euro-
pean Management Journal, and Global Business Review which regu-
larly publish case studies. Case-research based thesis or dis-
sertation is also not new. At the MIT's Sloan School of Manage-
ment case research is actively encouraged for students' disserta-
tions. Such research works are eventually developed as teaching
cases. For example, out of 10 comprehensive cases in the text of
Urban and Star (1991) Advanced Marketing Strategy, 8 are based on
the M.S. theses conducted at the MIT.

Despite such importance accorded to case research, there has
hardly been any efforts in the Middle East to develop case stud-
ies. In fact cases of Middle East based firms are rare even
though such research materials will be useful not only to the
western professionals and managers but also to Middle Eastern
businessmen and executives. Keeping this in mind, this project
was initiated 18 months ago. Hopefully, the cases presented here
will eventually be developed as teaching materials in marketing
and international business areas and the participants or students

will have some benefit from it.

Methods
The cases were selected carefully in order to enable the region-
al or international readers to identify them easily. Insights

into all these cases provides learning opportunities to the




feaders and users.

Data and information related to the selected cases were collected
from variety of sources. Initially company records such as annual
reports were collected from each of the firms. Regional news
papers and magazines were also reviewed. Literature search was
conducted at the University of Bahrain Library's Research and
Information section. These searches from ABI Information on CD-
ROM resulted in many references for these companies which were
collected and reviewed. The ABC library was also very useful and
the staff there were very cooperative. Information was also
collected from the officials at the regional DHL, United Parcel
Services (UPS), TNT Skypack, and ITS offices.

Efforts were made to write and present the cases according to the
guidelines of the Case Research Journal which appears in Exhibit
1. For the sake of simplicity, cases have been numbered as inde-
pendent cases, therefore, chronological page numbering has not
been followed. Each case ends with the author's comments regard-
ing the case summary, lessons learned, and epilogue/postscript,
where applicable.

Limitations

Studies of this nature needs very close contacts and communica-
tion between the senior executives and the researcher. This has
not been possible in most of the cases except ITS. The researcher
depended heavily on the secondary information.

Although these can be treated as teaching materials, the accompa-
nying instructor's note have not been developed. Such notes will,

hopefully, be developed in collaboration with my supervisor.




These are all comprehensive cases, but the ABC appears to be much
longer. However, it needs to be mentioned that attempts were made
to provide as much information as possible so that two or more

cases (case seriesg) may be developed from this later.

Reference:
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Academy of Management (1994b) Academy of Management News;
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Gragg, C.I. (1940) Because Wisdom Can't Be Told; Harvard
Alumni Bulletin (October 19).

Urban, G.L. and Star, S.H. (1991) Advanced Marketing Strategy;
Prentice-Hall.
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DHL Worldwide Express - Middle East

DHL Worldwide Express (DHL) 1s today one of the world's largest
express delivery company currently operating in 219 countries
worldwide from 19 hubs and 1610 stations (cities). Today the
company has 35,000 employeés, 9,700 courier vehicles and 137
aircraft (owned, leases or rented) (DHL Corporate Report:1994).
The company estimates that it has 35%-40% market share in Europe
and 43%-47% in Asia. The top management of the company believe
that DHL will become the acknowledged global leader in the ex-
press delivery of documents and packages. This leadership will be
achieved by establishing industry standards of excellence for
quality of service and by maintaining the low cost position
relative to their service commitment in all markets of the world.
In a recent statement Patrick Lupo, the chairman and chief execu-
tive officer said, "Our worldwide expansion and record of growth
reflects the globalization of trade. As our customers have se-
cured new markets, DHL has expanded alongside them, supplying the

support structure" (DHL Corporate Report:1994).

In November 1993 the company has inaugurated its newest and the
most sophisticated regional sorting center (hub) in Bahrain for
the Middle Eastern market. For the Middle East market development
DHL has allocated a $60 million budget and only $15 million of
this has so far being spent for this Bahrain hub development.
Among the company's 19 hubs, the Bahrain is the fourth largest.

This regional office now has approximately 200 employees and 70




percent of them are Bahrainis. In the Middle East the company
currently serves 17 countries from 89 stations (Exhibit:4.1) and
DHL has an expressed objective of maintaining and enhancing its

leadership position in this regional market.

Although the company is making substantial investment in the
region in an attempt to secure their presence and dominant market
share, the management is now considering as to how to attain and
sustain competitive advantages. Low cost operations and low price
services as well as the speed of delivery/collection are the keys
in this business. Other major international competitors viz.,
Federal Express, United Parcels Services and TNT Skypack are also
quite active in this regional market. Federal Express is current-
ly building their hub in Dubai and are currently extending their

operations into Saudi Arabia, the biggest market in the area.

Company History and Background

In 1969 three enterprising Californian businessmen, Adrian Dal-
sey, Larry Hillblom and Robert Lynn (DHL) recognized a business
need within the maritime industry. At the time, cargo ships
moving between the west cost of America and the Hawaiian islands
wasted valuable time and money while sitting idly in the port,
waiting for custom clearances. The three founders of DHL identi-
fied the need of ship owners for cargo manifests to arrive before
the ships themselves - thus speeding cargo clearance, reducing
port turn-out time, saving port fees and greatly increasing each
ship's earning capacity. By harnessing the speed of modern jet

flight to send these manifests DHL helped create a new industry:




express delivery.

Over the last two decades DHL went omn to enhance their market by
identifying similar needs in other segments i.e., international
~banking, construction, oil prospec;ing and the expanding econo-
mies of tﬂe Middle East. In order to be able to serveAthese
customers, the company has opened new DHL offices at an average
rate of one every 8.5 days. Today, after more than 23 years of
growing to customer needs, DHL lays claim to the world's largest
international air express network, linking more than 80,000

cities in over 200 countries.
Industry Background

The express shipment business is essentially commodity business.
It suffers from a lack of differentiation in the same way as the
airline industry, which basically offers the rental of an airline
seat from one place to another. In the express shipment industry,
lack of differentiation is perhaps even more acute because the
customer does not even have the chance to experience the service
personally. By contrast, an airline passenger can evaluate dif-
ferent airlines on the basis of the enjoyment of a flight or a

meal, or the assistance of a cabin attendant, or an on-time

arrival.

For these reasons, competition for customers in the express

shipment industry focuses on proxy measures of performance that




the customer can use as criteria for choosing an express carrier.
Loyalty then builds presumably on the customer's continuing
“satisfaction with the level of service provided by the express
shipment company. Proxy measures of performance include reliabil-
ity and on-time performance records; package tracking informa-
tion and in-house computer tefminals; a range of price
points;availability of volume discounts; total number of destina-

tions; and frequency of pick-ups and deliveries.
Market Trends

"The air express industry is going through a major transition and
DHL is seeking to lead that change", President and chief execu-
tive Mr. Lupo said in 1993. "In the Middle East, the business is
growing at a healthy 16 percent per annum and it has become a key
market in our overall global strategy. This is a result of in-

creased customer demand for a wide range of expedited services."

The current trend in the use of air express is to move heavy-
weight, break-bulk consignments and parts, with door-to-door
delivery in days rather than weeks. The cost is more than compen-
sated for by big savings in inventory and time reduction. Another
related trend is the move among manufacturers and suppliers to

centralize distribution, thereby cutting inventory cost dramati-

cally.

DHL's Middle East sales development manager, Mike Wood, said that

there has been a dramatic upsurge in heavyweight cargo shipped by




air in recent years. "This is particularly true (in the Gulf)
where nearly everything has to be brought in from other parts of
the world. In the past, using conventional airfreight would take
four weeks or more... to transport, clear and collect heavyweight
dutiable items. But with the new service launched, the duration
of the delivery will be cut down to jusg a few days, door-to-

door" (Manama, Bahrain, June 21, 1993)

Middle Eastern economies, particularly the Gulf Cooperation
Council (GCC) countries, are mainly dependet on the oil revenues.
During the late 70s and 80s this region has witnessed major
developments in their industries, housing, educational institu-
tions, hospitals and roads and communications facilities mostly
funded by the oil revenues. Now in the 1990s the oil market does
not seem to be stable, (per barrel price in 1990 was $20, in late
1993 $13), and this may have impact on government and private
sector spending in the region with a resultant impact on the
express delivery industry. Exhibit:2 shows some economic indica-

tors of the Arab World.

Exhibit:2 Arab World in Figures.

Competition

Traditionally all types of mail and packages have been carried as
cargo by commercial airlines. Express shipment companies still
have to rely on some airlines to cover smaller, more distant

markets, but are rapidly building their own fleets and routes to




avoid this type of dependency. Moreover, the express shipment
companies have infrastructure on the ground to support door-to-
door service, whereas airline catrriers only serve their customers
from airport to airport. The airlines' great strength is their
ability to compete on price for cargo shipments because their
passeﬂger traffic contributes to the fixed costs of fiying each
route. Freight forwarders are professional service companies
that take over where the airlines leave off. They are specialized
in customs clearance procedures, packaging and labeling require-
ments, insurance, transportation options, rates and discounts,

and local delivery‘arrangements.

The market for express delivery of documents and parcels is
growing fast in the Middle East and all major international
players such as, United Parcel Service (UPS), Federal Express and

TNT Skypack are all present in the region.

UPS

Founded in 1907, UPS is today the largest US transportation
company with 1992 annual revenue of‘over $16.5 billion. Addition-
al facts about UPS appear in Exhibit:2. Compared to DHL, UPS has
been a relatively new entrant in the international markets. In
1985, UPS operated in Canada and a handful of European countries.
Since then, it has lit out across Europe and the Far East, adding
some 145 countries in 18 months during 1989-90. Its foreign
market share rose from 2% in 1988 to around 6% in 1989. But the

$200 million in international losses have hurt the firm. Kent




Nelson, the chief :executive officer of UPS predicts that foreign
operations will break even by 1993. Two major strategies followed

by UPS are low price and growth through acquisitions.

Exhibit:3 UPS, the Fact Sheet

Exhibit:4 UPS ad in the GCC

In 1990, UPS acquired a small British courier firm, International
Messengers Limited (IML) which was operating in the Arabian Gulf
region, and entered into the Middle Eastern market. The company
has established offices in Bahrain and Dubai; and in other GCC
countries, viz. United Arab Emirates, Qatar, Kuwait and Oman
they have agents or franchisees. UPS Bahrain manager, said in
1993 that only except DHL no other express courier company was
currently doing business in Saudi Arabia, the largest GCC coun-

try.

During 1987-88, the former Chairman of UPS, John Rogers, made an
attempt to buy DHL but nothing came of it. Roger then went on to
acquire several operations in Europe as a means of progressively
building a ground service and expanding air coverage in the
continent. UPS traditional strategy of moving in by buying small,
foreign couriers, however, has proven complicated. "You can't
impose the UPS culture on people outside the US. You have to let
them assimilate at their own pace," says Donald Layden, senior
vice-president. With its size and clout, however, UPS has lots of
breathing room. After all, while the company lost almost twice as

much as Federal Express in 1988 in overseas, Federal's losses put




a much greater strain on its resources. UPS moves slowly, ob-
serves on executive, "but when it moves, it's the 900-pound

gorilla.™

Federal Express

Federal is another major U.S. air céurier services firm founded
by Fred Smith, a Vietnam war veteran. The company is based in
Memphis, USA and started operations in 1973. The company provides
wide range of express services for the time definite transporta-
tion of documents and goods throughout the world using an exten-
sive fleet of aircraft and vehicles; offers aircraft charter
services; and provides full range of integrated transportation
and business solutions, including transportation expertise,
logistics management and other specialized services. Federal has
the largest share of the US market (48% compared to 26% of UPS).
In the fiscal year 1992, the company annual revenue hit $7.55
billion; employees numbered 93,000 worldwide, making some 300,000
daily calls (pick-ups or drop-off). Four hundred and fifty-four
aircraft and 31,000 vehicles serviced an average daily package

volume in 1993 of 1.7 million worldwide.

For years Fred Smith, Chairman of Federal Express, had been
saying that the company would have to become a global player if
it was to survive in the year 2000. So in 1989, Federal acquired
the cargo airline Tiger International, owner of the "Flying
Tigers" name, for $895 million. With the acquisition of Tiger,

Federal inherited some problems such as, unionized workforce,




poorly maintained aircraft and an increase:in debts. The purchase
however, ocffered them an expanded fleet of aircraft, additional
giound facilities, and valuable distribution experience in the
heavyweight air cargo business. Another major benefit they gained
was immediate access to landing rights in Japan and to other
southeast Asian countries. So they sﬁarted to serve this market

via the Anchorage hub in Alaska.

Federal Express regional office in the Middle East was based in
Bahrain, but 1989-90 they moved this office to Dubai anticipating
better business prospects there. They have business operations in
all the GCC countries except in Saudi Arabia. They are currently
building their Middle East hub in Dubai and trying to have a
sponsorship in Saudi Arabia. Once they succeed in concluding such

an arrangement, they will be a major competitor of the DHL.

Besides the above major competitors, TNT Skypack, the big Austra-
lian transportation company (1991 revenue is $3.8 billion) is

also operating in the region in the express delivery market.

Other competitors in the Arabian Gulf include commercial airlines
from all parts of the world. As seen in Exhibit: 5 competitors
include Northwest Cargo, Cathay Pacific, Air France Cargo along
with Federal's Flying Tigers. Cathay Pacific, like DHL, is plan-
ning to expand 1its cargo operations with flights to London,
Frankfurt, and Hong Kong. In contrast to most airlines whose
cargo revenue is only about 10 percent of total revenue, Cathay's

cargo revenue stands at about 22-25 percent. Facing an over-




supply of cargo service in Dubail (United Arab Emirates), Cathay
is seeking to diversify its market coverage by expanding its

operations in Bahrain.

Exhibit:5 Bahrain Airport
In recent vears a new type of competition has emerged in thé
time-sensitive document segment of the market that may prove to
be insurmountable -- fax machine. Recently, annual growth rates
for overnight letters in the US market, for example, slowed to
around 10% in 1990, from 25% in 1988 and a high of 58% in 1984.
All express delivery companies are likely to suffer to some
extent in this segment. 'Barid Mumtaz', an express delivery
service operated by the Postal Services Department of Bahrain, is

also in operation.

DHL's Entry in the Middle East

DHL opened its first Middle East office in Bahrain in 1976. The
location was determined by its good air links and proximity to
the major markets in the region. The company opened offices in
the Eastern Province of Saudi Arabia in early 1977, followed by

offices in Riyadh and Jeddah later that year.

The United Arab Emirates (UAE) was next in 1978, with full on-
line stations in Dubai, 2bu Dhabi and Sharjah. The other main DHL

countries in the Gulf all went on-line by the end of the same

year.

10




' Duringvthe heady years of the Middle East o0il boom (late 70s and
early 80s) DHL acted as a vital communication link. Partly be-
cause no other ailr express service ar¥ived on the scene until the
1980s, "DHL" became a generic term and to "DHL" something meant

to send it by the fastest possible means.

By the late 1978, the rapid growth of the air express resulted in
a need to supplement the services provided by regional airlines
through the use of aircraft in the Gulf. In 1979, DHL's associate
in Saudi Arabia, SNAS Trading and Contracting, bought an F-27 and
based the aircraft at the DHL facility at the Bahrain Interna-
tiénal Alrport. SNAS is named after their Saudi sponsor's name
which is : Prince Saud bin Nayef bin Abdul Aziz Al Saud. By the
mid-1980s, the airport had become the regional hub of DHL opera-
tions and in 1988, a purpose-designed sorting facility was
opened. This hub was linked with other DHL hubs around the world
and served as a gateway to the Middle East region. International
shipments, both inbound and outbound, were collected, the details

recorded and sorting carried out for onward delivery.

As the use of the air express services in the Middle East expand-
ed, so did the fleet of aircraft operated by SNAS and DHL, par-
ticularly over the past five years. In 1988, the fleet comprised
three Metros flying five sectors. Today, five Metros and one
Convair operate 10 sectors:Bahrain, Riyadh, Dhahran, Jeddah,

Dubai, Abu Dhabi, Doha, Muscat, Kuwait and Shiraz in Iran.

Exhibit:6 SNAS Ad in Saudi Arabia
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Exhibit:7 DHL Ad in GCC countries

DHLis operations today are a far cry from those early days when
delivering a consignment may have meant picking it up from the
airport and then driving around until the destination address
could be located. Few Middle East citieé, in the past, had street
or even building names or numbers. Moreover, the fast growth
fueled by petro-dollars meant that quite literally, the topogra-
phy would change every month. Typical of this was Riyadh, which
had barely 100,000 people in 1975 and now has a population ap-

proaching 2 million.

From one-office operation in Bahrain 18 years ago, DHL has grown
to 89 customer service centers in 17 countries around the Middle
East employing over 1,200 people. In Saudi Arabia, there are 27
SNAS offices and they are actively promoting their services
(Exhibit: 6). Simultaneously, the DHL is also promoting their
services in the GCC countries through English (and its Arabic

version in Arbic newspapers) advertisement (Exhibit: 7) in the

region.

Though the DHL"S Middle East operation covered only the Gulf
until 1978, it has expanded considerably since to spill well
beyond the confines of the Gulf. It now extends from Libya in the
west to Pakistan in the east and from Turkey in the north to

Yemen in the south. DHL today operates throughout the entire

Middle East.

12




Exhibit:8 Map of DHL GCC Operations

The company has never closed its doors to customers. Throughout
the civil war in Lebanon, DHL's Beirut offices remained open. DHL
also maintained its services during the Gulf crisis of 1990-91.
The company was the first air express service back into Kuwait,
just days after the country's liberation. DHL was allowed access
to Kuwait Airport and overland by road when all else was strictly
limited to military traffic. DHL ferried freighters full of
building materials, spare parts and specialized equipments for

the ravaged country.

New Hi-techHub for the Middle East

The DHL Worldwide Express Middle East Distribution Center at
Bahrain International Airport was officially opened on November
2, 1993 by the Prime Minister Shaikh Khalifa bin Sulman Al-Khali-
fa. The BD 3.38 million (BD1=$2.65) building, constructed over a
period of 18 months, is the most advanced of its kind anywhere in
the world.

Exhibit:9 Photograph of DHL new building in Bahrain

DHL chairman and chief executive Patrick Lupo said at the ceremo-
ny that the facility is ideally positioned at the airport and
will be the nerve center of DHL's operations in the Middle East.
"That we made this investment, at a time when the world is going
through a recession, is a sign of our confidence in the economies

of Middle East," said Mr. Lupo. The leading-edge technology has

13




been applied throughout the two-story, 7,000 square meter build-
ing, which is set on an 11,000 square meter air side site. Fully
automated processes, which incorporate the latest bar code scan-
ning technology, will enable up to 4,000 parcels and 8,000 docu-

ments to be sorted per hour.

A data transmission center will, meanwhile, link the DHL Regional
Distribution Center (RDC) to 200 countries that make up the DHL
worldwide network. An integral part of the facility is mechanized
handling equipment for airline containers and other freight, a
very important element in the changing face of express distribu-

tion.

The Bahrain center has been designed to meet the distribution
needs now and into the next century. Special handling systems are
installed to rapidly improve transit times through the facility.
On the air side of the site, DHL and SNAS aircraft will have ramp
access up to the door of the center. On the land side, DHL vehi-
cles are able to load and unload documents, packages and freight
for Bahrain and other destinations reached by the Saudi-Bahrain

Causeway.

"This investment is part of a $60 million expenditure in the
Middle East," said Ken Allen, DHL's Middle East regional
manager."It has been made with the future in mind, as shipment
volumes are projected to rise 20-30 percent per annum and weights
by substantially more. Over the next four years, we will be

making further substantial investments in physical installations,

14




technology and training," he said.

Bahrain was chosen for the cite of the center for geographic and
business reasons. The Bahrain Internatioﬁal Airport is well
served by regional and international airline providing air links
to all important commercial areas. The King Fahd Causeway, mean-
while, gives additional access to the important market of Saudi

Arabia and other countries in the peninsula.

Sophisticated Technology and Speedy Service

In the construction and designing of the Regional Distribution
Center (RDC) in Bahrain, DHL has sought the services of special-
ists in the field of automated sorting equipment and information
technology and combined it with its own in-house skills, in the
design and construction of a facility that is unmatched anywhere

in the world.

The RDC's function is the forwarding, distribution and consolida-
tion of all material passing through it. It also serves as a data
capture center for all inbound and outbound material within the
region. Within the secure area of the facility, state-of-the-art
sorting systems for documents and packages have been installed.
These use the latest high-speed bar code reading technology to
give fast and accurate distribution of all shipments. All ship-
ments will be transported to, from and around the region in unit

load devices (ULDs), sealed containers that fit into aircraft

holds.

15




A new computer data transmission center is an integral part of
the facility, linking the Bahrain hub to the 200 countries that
make the DHL worldwide network. The facility has a special
section for handling heavier freight into and out of the Middle
East. This area comprises racking, speéial handling equipment and
computerized inventory control systems. Every shipment will now
be automatically scanned and sorted. There will be more check-
points but less handling by people and therefore less possibility

of human error.

Shipments were previously picked up and put down as many as eight
times; this number will now be reduced to two. Missorts previous-
ly stood at 0.2 percent; with the new hub they will be 0.002

percent, one in every 50,000, the management believe.

The shipment processing cycle can be split into two distinct
sections: parcels and documents. It beings with pre-alerts from
stations and other hubs, telling Bahrain how much material is
coming on a particular aircraft. The ULDs will arrive at a cen-
tral loading area adjacent to loading conveyors. The materials
arrive in three types of bags:green, containing documents; blue,
containing documents for New York bank; and red, containing

dutiable items.

All bags are sorted. The red bags are opened and the contents are

individually placed on the conveyor, which takes them to the

16




mezzanine floor. This is only of the two times they will be
handled. Green bags are not opened but placed on the conveyor, on
Awhich they automatically travel to the designated document sort-
ing area on the first floor. Dutiable items from the red bags are
individually X-rayed when they reach the mezzanine floor by one

of the three latest scanners.

Exhibit:10 Sophisticated Bar Code Scanner & Conveyor System

After the X-ray and checking, the item goes to the loading sta-
tion where the bar code on the specially designed label is read
by a hand-gun reader. Simultaneously, the parcel is weighed. It
travels automatically along a conveyor to one of the 23 exits.
Computers designate its destination and determine if it is a
heavy or light parcel. Handling crews then load the heavy parcels
directly into the ULDs. The lighter parcels go back into the bags

and then into the ULDs.

The contents of the green bags are put on to a sorter career on
the first floor arrival area. Bar codes are again read by spe-
cialized equipment which translates the information into a desti-
nation number for automatic dispatch into the correct destination
chute. The items are guided directly into bags and once the bags
are full, a take-away conveyor carries them to the labeling

position before re-entering the feeding lines of the parcel sort-

ing system.
On the air side of the building, containers are loaded on or off

17




'dollies' by fully powered conveyor spurs which include a level-
ing function to accommodate variations in the height of the
dollies. Inside the facility, containers are moved and manipulat-
ed on high-performance, low-friction gravity roller conveyors and

power-assisted, rail-mounted transfer tables.

On the road side of the facility, heavy freight bound for the
causeway 1s loaded on to long-haul 40-feet trucks by a fully
automafed scissor lift. These trucks are especially built and
equipped with rollers to facilitate easy and prompt load on/offs

of containers from the aircraft.

The Future

The ambitious regional hub of DHL is now in operation. Whether
they will achieve their projected target is yet to be seen. To
what extent their business is likely to be affected by lower oil
prices cannot be ascertained at this stage. What will happen now
(in 1994) that the Saudi Arabian market has been opened to
others, such as Federal Express? These and other related issues
are currently being considered by the DHL regional managers in

the Middle East.

In an effort to reduce their cost, DHL Bahrain management has
realized that they can transport heavy cargoes in all GCC coun-
tries through the Saudi-Bahrain causeway and can still deliver
overnight. This means that only the express documents and parcels
can be transported to distant places by air. Furthermore, in

order to expedite the customs clearance at the causeway, they
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‘usually initiate the formalities ('legalization procedure') of
the documents and parcels, either at the Saudi Embassy in Manama
or at the Causeway, even before the arrival of cargo in Bahrain.
This is possible because of the advanced technology in use, and
they know exactly how many parcels and documents are being trans-
ported by individual aircraft and accordingly they prepare the

papers and 1nitiate the legalization process.

In January 1994, the Gulf Air has introduced a daily cargo
freighter from Bahrain to Brussels via Sharjah (in UAE). This new
Boeing 757 freighter flies overnight to Brussels where DHL's
European hub is located. DHL and Gulf Air have agreed on some
business arrangements to their mutual benefits. These includes
transporting DHL's cargo and parcels by the freighter as well as
delivery of Gulf Air's cargo by DHL's operations. Such an ar-

rangement has obvious advantage for both DHL and Gulf Air.

Furthermore, Japan Airlines (JAL) and Lufthansa, the world's
largest air cargo shippers, acquired minority stake share in the
DHL International in December 1990, with an option to expand
their holdings (DHL Corporate Annual Report:1992). Lufthansa and
JAL have later exercised their options to acquire controlling
interest in DHL International. Together with the Japanese trading
company Nissho Iwai Corporation, JAL and Lufthansa now control
57 percent of DHL International. "The company's alliance with
JAL, Lufthansa and Nissho Iwai significantly strengthens our

uplift and long-haul capabilities and enhances our airport han-
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dling capacity throughout the world," says Patrick Lupo. " For
customers, it means access to a much broader menu of services.
Indeed DHL is well poised to meet the future. Our success, howev-
er, can only be measured by our ability to anticipate and meet
our customer's logistics neéds by staying ahead of continuing

global change" (DHL Corporate Annual Report 1992, p2).

Patric Lupo has expressed his confidence and optimism about DHL's
future. "As we look ahead, we see exciting opportunities for our
customers and for ourselves. International agreements like GATT
(General Agreement on Trade and Tariffs), NAFTA (North American
Free Trade Agreement) and the expansion of European Economic Area
reflect changing, more open patterns of international trade.....

In this world of tomorrow, only one quality of service is good
enough: the best. That's why DHL's 35,000 employees, backed by
state-of-the art equipment and technology, are dedicated to
providing the highest level of service in the air express indus-
try. I believe this dedication to service quality will maintain
DHL's position as world leader in the air express industry for
the next 25 years" (DHL Corporate Annual Report:1994, pl). Only

the future will witness whether such an optimism will material-

ize.
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SUMMARY AND CONCLUDING COMMENT

In this section we would lik= to offer our observations and
comments regarding the theme or focus of the case, the inherent
lessons and, where applicable, the update or epilogue.

i.Brief Analysis of DHL-Middle East

This case presents the story of a very successful multinational
firm's entry in the Middle East. It shows how the company has
gradually expanded its business in this regional market and has
strengthened its presence with substantial capital commitment. It
is interesting to note that despite the different socio-cultural
and legal environment of the region, DHL kept growing fast. One
of the important requirements for foreign firms doing business in
the region (e.g. Saudi Arabia) is that they need to have a local
sponsor or partner. DHL was the first express delivery company to
enter the Middle East. They were also able to establish contact
with an influential Saudi prince who was in fact their sponsor.
SNAS was their associate in Saudi Arabia. This business relation-
ship has its inherent benefits too. For example, DHL and SNAS
lorries and other transports usually get quick services at dif-
ferent customs points of the country. This helps reduce the
required time for delivery which is very crucial for any express
delivery company. Moreover, SNAS has its own lorries and aircraft
and DHL is using this resources. Thus they have avoided initial
high investment. Recently, in a similar way, DHL is using Gulf
Air's daily cargo service to and from Brussels where DHL's Euro-
pean hub is located. This means that wherever there is a possi-

bility, the company is using resources of other firms or part-
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ners. All these instances suggest that DHL has adopted a typical
'regeocentrié' attitude of a multinational enterprise. Some of
their ﬁoves héve contributed to their competitive advantaée.
Modern facilities at Bahrain hub, business relationship with SNAS
and Gulf Air are obviously the major strengths of the company .
However, as the growth potential of the market is high, other
express delivery companies including Federal Express, UPS and TNT

Skypack are making determined efforts to increase their business

in the region.

ii. Lessons

What we learn from this case is that an appropriate attitude is
needed for an international firm to successfully operate in a
different socio-cultural environment than domestic market. Fur-
thermore, the gradual approach adopted by DHL appears to have
been useful. Initially the company entered a few markets and then
the business was expanded to other markets. This approach helped
them to gain valuable market knowledge such as, type of custom--
ers, services needed, local contacts and so on. Based on such
knowledge of one market they moved to other markets in the re-
gion. Top management's support and commitment have also been a
major factor their success in the reg:on. They have kept monitor-
ing the developments in this regional market and have gradually
capital commitment. In the early 1990s DHL approved a budget for
US$60 million for the Middle East market, $9 million of which has
already been spent for the Bahrain hub. Senior managers of the
company, including the CEO Patrick Lupo, frequently visit the
region not only to provide motivation and support to his managers

but to get first hand information from the field.
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iii Update/Epilogue

For many years DHL has effectively had a private operator monopo-
vly in Saudi Arabia through associate company SNAS. Other interna-
tional express companies such as, Fedlx, UPS and TNT Skypack have
been able to provide only a delivery service in the country. That
situation has changed in 1994 when FedEx started operations in
Saudi Arabia (Exhibit 11). This entry of FedEx in the Gulf's most
important and biggest market has intensified competition. DHL,
being the leader in the Middle East, is responding with new
strategies in product-mix (low weight and heavy weight), pricing
and promotion in order to maintain its position. Exhibits 12 and

13 provide a few examples. Similar promotional campaigns were run

in the other GCC countries too.
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Exhibit:1 DHL Stations in the Middle East

COUNTRY
BAHRAIN
CYPRUS
EGYPT
IRAN
JORDAN

KUWAIT
LEBANON

LIBYA
OMAN
PAKISTAN

QATAR
SAUDI ARABIA

SUDAN
SYRIA

TURKEY

YEMEN

REGIONAL H.O.

CITY

Manama
Nicosia
Larnaca
Limassol
Alexandria
Cairo
Port Said
Tehran
Amman
Agaba
Kwait
East Beirut
West Beirut
Tripoli
Muscat
Salala
Islamabad
Karachi
Lahore
Doha

Abha

Al Baha
Al Jauf
Al Kharj
Al Khobar
Arar
Dammam
Dhahran
Gassim
Gizzan
Hafar Al Batin
Hail
Khartoum
Aleppo
Damascus
Homs
Adana
Ankara
Antalya
Abu Dhabi
Dubai
Sharjah
Sana'a

Bahrain

Source:DHL Express Club Magazine,

Hofuf
Jeddah
Jubail
Khafji
Makkah
Medina
Nejran
Riyadh
Tabuk
Taif
Yanbu

Busra
Istanbul
Izmir

1991.
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- - Exhibit: 2 UPS Fact Sheet
News from
NS United Parcel Service -

3

FACTS; UNITED PARCEL SERVICE

FOUNDED .. ..ot i August 28, 1907 in Scattle, Washington
HEADQUARTERS ...t .....Atlanla, Georgia
CHAIRMAN AND CEO.......ccccooviiniiiiiiiiiiieiei Kent C. (Oz) Nelson
-1 DELIVERY VOLUME........oouvvueeesi 2.9 Billion Parcels and Documents
P9I REVENUE ...ttt $15 Billion
DAILY DELIVERY VOLUME ...........ooovivii 11.5 Million Parcels and Documents
DAILY AIR DELIVERY VOLUME ... 775,000
(UPS Next Day Air & UPS Second Day Air combined)
EMPLOYEES ..o 256,000
CUSTOMERS .....ooooiiiiiiiiiiii e More than 1.1 Million

(Shippers who receive automatic daily pickup service)

OPERATING FACILITIES

......................................................................... 2,250

AUTOMOTIVE VEHICLE FLEET..............ccovveinoi 129,000 Vehicles
(Vans, tractors, trailers, etc.)

UPS JET AIRCRAFT (Including those on firm order)........c.oeeun..n, I57'S veeeiininn, 55

T27'S coviiinannn, 52

DC-8's.............. 49

T4T'S v 11

TOTAL........... 167

CHARTERED AIRCRAFT ..ot 266

DAILY FLIGHT SEGMENTS.....c.coooviiiiiinninaaeo o Domestic ......... 971

International...... 496

AIRPORTS SERVED .........ooommuiiiiniiiiieiieaeeeoeio o Domestic ......... 349

International. ..... 209

AIRHUBS: US.A......oooovii Main U.S. Air Hub: .................. Louisville, Ky.

Regional Air Hubs: ................ Philadelphia, Pa.

Dallas, Tex. and Ontarnio, Calif.

EUROPE........ oo Cologne/Bonn, Germany

ASIA PACIFIC ...oooviiiniiii i Hong Kong, Singapore

SOUTH AMERICA ..........ocooiiiminiiiiiii Miami, Fla.

Fac101(5/92)




Exhibit 4 UPS Ad in the Middle East

~BEHIND THIS SHIEID—

[S EVERYTHING YOU
EXPECTED FROM IML.

®

AND MORE

IML Air Courier is now an integral part of UPS, the world's
' largest Package delivery company.

At UPS, in over 60 years of delivering packages, we have

i developed a unique dedication to this simple task.

! We have also set ourselves some very high standards.

( IML shared these standards.

! So aithough the IML name will disappear, the quality of
the service you associated with the company will not.
As the brown livery and gold shieid of UPS become

| increasingly familiar, remember, they

represent all that you expected from IML.

; The same dedication to service.

‘ The same dedication to reliability. With the added

strength of the UPS network, 468 aircraft,

119,500 vehicles, 286,000 people serving

' over 185 countries and territories worldwide.
At UPS, however, we see little merit in being

| the biggest, unless you get there by being the best.

i So our aim will not be simply to get your

; business, but to earn your trust, the only

| way we know how. One delivery at a time.

i

[

United Parcel Service
As sure as taking it there yourself.

Call toll free 800-4774
Source: Gulf News (Dubai); May 7, 1944 p 21




Exhibit: 5 Bahrain Airport

- - - "N - .),‘
dustry

®The Cathay fleet...adding an exciling new dimension to Bahrain's aviation in

Source: Gulf Daily News, May 8, 1993, p.13.




Exhibit: 6 SNAS Ad in Saudi Arabia

T . . ‘ |

radition.

bnly SNAS can offer you:

+ Commitment to service in Saudi Arabia since 1978,

o A fleet of dedicated aircraft.

o Heavyweight container trucks and vans.

+ Lasernet, our computerised confirmation of
delivery system.

o Over 300 professionally trained staff operating from
27 locations throughout the Kingdom.

+ Access to DHL, the world’s largest air express

network, serving customers in more than 200
countries.

And now, special low
rates on your
heavyweight shipments!

--------------------
1 P srad wr drnols of spocted rones from STUS oo hooryweigie shdpauress’ :
:r’_—_—__.- Job Tiete ]
j Adéren or—— F\-: 1
lmd—-’-mgh—n——w..-n— ]
imernatinsl Packages vove 14 Kpp '
!
!
t
1

=]
l Jum il 3 SNAS oprvnputatie it pour sere At togun elivetins
] Mpadh 4421919 Jodded Y18 Dhadree M1
' o srod
Tiupryevight Oppertentin
! PO Be PTY. etk 23473
] o Fou jréddad 60000L2

r— JJ 7
RO LT,

'THE HEAVYWEIGHT SOLUTION’

{png

Source: Arab News, November 10, 1993.




Exhibit: 7 DHL Ad in the Middle East

Any WEIGHT
Any SIZE

OVERNIGHT?

DHL delivers overnight
anywhere in the Gulf!

7 Door-to-door service.,

No weight or size limit.
[ Proof of delivery.

[ Special rates for regular DHL
customers. _

For more details on our overnight services, call Chris Williams on: |
U.A.E. Freephane 800 4004 !

or complete this coupon and send it to: 1

DHL overnight services, PO. Box 6252, Dubai, U.A.E. =
I

1

]

I

or fax Dubai 373418.
Name:
dress: Tel:

!
|
GCC overnight distribution gervices. :

O  international overnight services. 1
O Heavyweight Middle East inbound express freight services. :j\o
4

L {0  Special rates for reguiar DHL customens.

1
I

1

[}

]

1

:

| Company name: Job title:
I ad

1

}

1

1

1

|

]

Source:  Gulf News, May 3 1994, P. 23
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Exhibit: 9 New DHL Building in Zahrain

®The DHL Regional Distribution Centre at Bahrain Inlernational Airport.

Source: Gulf Daily News, November 29, 1993
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Exhibit 11 Federal Express Advertisement in UAE

Now you can ship ovemight to Saudi Arabia...

and get free gifts from the no.1 in Air Express.

Federal Express, the World's largest air express carrier, now delivers the goods in and out of Saudi Arabia.
Overnight delivery to the major business centres of the Kingdom means you can now choose to get it there
quickly with the world's No.1. And remember, collect the pink copies of your Saudi destination FedEx airway bills
issued between July 1 and August 11, 1994 and bring them in for great free gifts.
For details on our new Saudi service, call one of our Customer Services Hotlines and
make sure your packages and documents really fly:

Dubai 821821, Abu Dhabi 724050, Kuwait City 564 0677, Manama 530440.

The best way to ship it over there.

- Free Gifts

2 Saudi destination air Wé)}bill cppiéi‘s-‘ - 5 Saudi destination air waybill copies 10 Saudi destination air waybill copies
for a FedEx T-Shirt. S for a Boss Radio. fora World Time Clock/Calendar.

. *Gifts must be redeemed before August 31, 1994. ) T

Source: Gulf News, July 10 1994, p7.




Exhibit 12 DHL Advertisement in Bahrain

CuUsSTOMS
HOLO UPS

It's the same motor, but the one oh
the right goes 3 times faster.

it's amazing what streamlining and fine  airfreight service with time-definite transit,
tuning can do when applied to the importing Door-to-door. Customs cleared. Computer-

of heavyweight freight. tracked. Legalised.

With  conventional systems, No weight or size restrictions. No

because of the variety of agents and 2 e hidden surcharges. It is the easiest

the compiex procedures involved, method of importing goods into

You can wait three weeks or more /’I, :‘\qq‘A Bahrain. And by far the fastest. In

for your consignment to arrive, clear fact, the only thing that doesn't go fast

customs and find its way to its final is your money.

destination. So why not find out how the ETS
Now DHL's Express Transit Service (ETS) importation and distribution system can help

speeds up freight delivery to between three Save your company time and money.
and six days. ETS is a priority, inbound, Call your local DHL office on 534 141.

== ¢ 44 LE
WORLOWIDE EXPRESS ®

—_—

Source: Gulf Daily News, November 25 1994, pe6.




Exhibit 13 DHL Advertisement

Ri="

|
I
I

Jé

in Bahrain

Introducing Gulf Wide Distribution.
Now freight takes the express lane.

Have you ever wondered why it takes
so long to ship freight around the Guif? Why
it's so complicated and why you are never
quite sure if and when your important con-
signments will finally get there?

Well, now there is an alternative.
DHU's unique Gulf Wide Distribution Service
{GWD) revolutionises the way vyou can
distribute heavier weight shipments around
the Guif. GWD is faster, three days instead
of six days.

I's much easier, DHL sorts out all
the paperwork, customs, licences
etc., all the paperwork. And it’s
much more reliable.

Our own planes and trucks run

when vyour consignments are ready to

=) 7/4

go and we track and control them with our
unique computerised tracking system. Ang,
of course, it's a door-to-door service, with

very attractive rates:

|- ToTTTTTe

Bahrain Bahrain Bahrain
! | ! !
Dubai : Qatar Kuwait
50kg i 100kg 150kg
BD48 | BD7S BD108

But don't take our word for it, challenge
us with your freight shipment.
And, let us prove that with DHLU's
Gulf Wide

Distribution, heavier

weight shipments don't have to

1998 us on 534 141 and we'll take a heavy

load off your mind.

—— ( § 4 [
WORLOWIDE EXPRESY ®

Source:

Gulf Daily News,

November 6 1994, pls6.
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Arab Banking Corporation - Bahrain

With a 1992 equity of $1.4 billion and assets of $19.5
billion, the Arab Banking Corporation (ABC) 1is the Arab
World's second largest bank, followed by the Riyadh Bank
of Saudi Arabia (Exhibit 1). During the last 14 years,
this Bahrain ©based institution has become a major
international bank led by BAbdulla Saudi, the founding
President and Chief Executive Officer. Today the bank has
a worldwide network spanning 33 countries. The bank has
major subsidiaries in Germany, Spain, U.K., France, Hong
Kong and Jordan.

In January 1994 the ABC was, however, faced with some
major 1issues. Credit card and traveller’s cheque
transactions of one of its newly established subsidiary,
the Arab Financial Services (AFS),had been suspended in
the U.S. The United States took action under the UN
Security Council resolution that froze Libyan financial
assets from December 1, 1993 over thé 1988 bombing of a
Pan Am airliner over Lockerbie, Scotland. There is also
implicit external pressure to replace Abdulla Saudi who is
a Libyan national, from the possition he holds. Besides,
-the bank was contemplating new moves to strengthen its
position in fast-growing South East Asia, particularly in

China, and some additional Middle Eastern countries.




COMPANY HIS;I‘ORY AND BACKGROUND

Arab Banking Corporation was incorporated on 17 January,
1980 by Amiri Decree in the State of Béhrain. The views
from the headquarters of the Arab Banking Corporation
(ABC) provide panoramic vistas across Manama and far
beyond the shoreline of the city. The office towers and
busy boulevards of Bahrain's financial business centre
contrast with another more tranquil scene, a dhow (boat)
carefully manoeuvring through the shallow turquoise
waters of the Gulf.

Inside the eleven storey building, the elegant and relaxed
Italian-designed interior 1is a reminder that ABC, in
keeping with the varied outlook from its executive floors,
is a bank that has chosen to develop in many outward
directions since its inception in 1980.

It is a diversification philosophy that has served the
bank well in contrast to some other banks which arrived in
Bahrain in the early part of the decade, with the single
alm of pursuing the deposits of the Gulf's Arab oil
producers, whose economies then were seen to be in ever-
increasing surplus.

Formed by Kuwait's Ministry of Finance, the Abu Dhabi
Investment Authority and Libya's Secretariat of the
Treasury (the third shareholder has now become Libya's
Central Bank), each has subscribed equally to ABC's fully

paid-up capitalisation of $750 million. Nevertheless ABC,




an offshore bank without an obvious local customer deposit
base, has followed a congistent strategy of developing its
own long-term sources of finance from-the Eurobond market
and by international expansion to give ABC a retail
deposit foundation outside the region. At the end of 1989
authorized share capital was increased to US$1,500 million
in anticipétion of 1990's planned public flotation.

THE GROWING YEARS

The establishment of ABC in 1980 coincided with a period
of surging international liquidity attributable to the
major oil price increases of the 1970s and the resulting
large current account surpluses of Opec and especially
Arab Opec members. ABC's initial activities were geared
deliberately towards contributing to the deployment of
this liquidity through the medium of syndicated
international lending. Starting with a capital base that
far exceeded that of any other Arab Bank, ABC was well
placed to lead the Arab world in its bid to capture a
position in the international financial community that
reflected the growing importance of Arab economies in the
global economic structure. ABC quickly forged its mark
as a lead manager and arranger of major international
loans, and through both its own underwriting power and
support from some of its Arab banking associates managed
to make up for lost opportunities in the 1970s when Arab
banks had not been able to handle an appropriate share of

the greater and more diverse volume of trade and other




business flows between the Arab states and the rest of the
world. 7 |

After establishing its name in the syndication markets,
ABC settled- into a consolidation phase, which would have
been necessary even 1f the market for sovereign lending
had not contracted. This period was a 'growth
consolidation', during which the Bank demonstrated its
commitment to developing an international presence and
close contact with central banking authorities,
correspondent banks and clients worldwide by establishing
an extensive network of Dbranches and representative
offices in major financial centres. ABC also began to
develop a range of fee-earning services, and placed great
emphasis on exploring new avenues of lending such a co-
financing in collaboration with the World Bank or project
financing. Simultaneously, ABC sought to enhance
management, systems and control back-up so as to increase
the efficiency and competitiveness of operations and in
order to assure clients and correspondents that ABC was a
responsible, reliable and credible business partner.
ORGANIZATION OF THE BANK AND BRANCH NETWORK

ABC's international outlook was reflected in its early
ambition to establish a wide-ranging branch network
throughout the world's major financial markets. Setting
up a branch network to penetrate Europe as a whole, ARBC
pinpointed London as a logical springboard and early in

1981 created in the British <capital a Representative




Office for the UK and Ireland which was eventually
absérbed into the London Branch. Later in 1981 ar
Representative Office for Continental Europe was opened in
London. The first fully .operational 5verseas branch was
established there in May 1982 and in 1985 moved into ABC's
new premises Jjust next to the Bank of England. Operating
as a wholesale commercial bank, London Branch has
maintained a consistently high profile in traditional
areas of treasury activities, corporate lending and trade
finance. New York branch opened its doors later in 1982
and has gradually expanded its range of banking activities
to include not only financing Arab world trade and short-
term finance to Latin American countries, but also many
aspects of corporate finance. The third branch to open in
1982 was the Singapore Branch which has expanded into a
multi-product corporate banking unit with its activities
including a variety of treasury and capital market
products, as well as the more conventional direct and
syndicated loans and trade finance activities appropriate
for the fast growing region.

Set up in 1983, the Milan Branch has succeeded in tapping
lucrative business from the Arab World. In 1987, for the
first time since inception, the total volume of
documentary credits generated by Milan branch topped the
USS1 billion mark. Paris branch was created in 1986 with
the upgrading of ABC's already established representative

office. It 1is particularly active in trade-related




financing between France and the North African Arab
couﬁtries. Bahrain main branch was constituted in 1986,
largely with a view to facilitating the evaluation of
Bahrain operations as a profit céntre, and. to separate
Head Office functions which provide overall coordination
and supervision over the Bank's global network.

In addition to the branch network, ABC Group's worldwide
activities and client relations are strengthened by the
establishment of representative offices in Hong Kong,
Houston, Rome, Tokyo, Tripoli and Tunis. It may be noted
that the Representative Officé for Continental Europe was
closed in 1987 as it was supplanted by ABC's planned
branch penetration'in Europe.

ACQUISITION S TRA';['E GY

ABC's large capital base has always provided the Bank with
the added option of strategic acquisitions to further
business development and balance sheet growth, and in 1982
ABC gained access to the West German merchant banking
market by purchasing a 90 per cent-plus stake in the
private merchant bank Richard Daus & Co. Bankiers
(subsequently reorganised and renamed Arab Banking
Corporation - Daus & Co. GmbH). In early 1984 ARC
acquired a majority stake in the large Spanish bank, Banco
Atlantico, upon 1its resale to the private sector by the
Spanish government, and in early 1985 purchased control of
the Hong-Kong based Sun Hung Kai Bank which in 1986 was

renamed International Bank of Asia Ltd. These investments




are all yielding very good results for ABC, providing
ready product and client diversificaéion, aﬁd an entry
into regional markets that have gained in importance as
ihternational lending remains held back by the debt
crisis.

In 1985, 1in order to establish a separate investment
banking entity, ABC incorporated a Bahrain-registered 100
percent-owned subsidiary, ABC Investment & Services Co.
(E.C.), as the investment banking flagship of the ARC
Group with ABC International Ltd., incorporated in 1984
specialising in corporate and market services from its
London base. In 1988, through ABC-EC, the bank acquired
a 50 per cent stake in the renamed Banco ABC-Roma de
Investimentos S.A. in Brazil, providing an entry to the
rapidly developing investment banking industry in that
country. It also provided assistance in the acquisition
of a Jjoint-venture commercial bank in Jordan, which was
established in 1990.

INDUSTRY SITUATION AND FINANCIAL PERFORMANCE

Thus in a relatively short space of twelve years, a major
banking group, Arab 1in character and international in
scope, has grown out from Arab Banking Corporation's head-
quarters in Bahrain. The ABC Group now retains close to
5,000 employees worldwide, with six operational branches,
Six representative offices, seven major subsidiaries and
five affiliates spread across the international financial

community.




In order to appreciate fully ABC's performance over the
past decade, it needs to be ééen in the context of the
evolving international and economic environment, which at
times was far from hospitable to banking and financial
activities. The 1980s began with a surge in international
inflation and interest rates, which caused recession in
most of the wofld's economies. The vyear 1982 was a
benchmark of undeniable crisis for sovereign lending by
international banks, the ripple effects of which were to
be felt throughout the rest of the decade. Debt
rescheduling, securitisation of existing debt and various
products and technological innovations in financial
markets Dbecame a fact of daily 1life for the banking
community. Financial markets also had to adjust to the
stock market crash of 1987 and enormous volatility in
foreign exchange and interest rate movements.

Against this background of financial and economic
instability and crisis, ABC has recorded a remarkable
pattern of growth whose momentum hés not been lost in the
difficult climate of the 1980s. ABC's total assets have
grown from US$4.8 billion in 1981 to $13.1 billion in 1985
and $19.5 billion by end-1992. The loan portfolio has
grown from USS$1.2 billion in 1981 to USS$5.1 billion in
1985 and reached US$10.5 billion by end-1992. Total
deposits grew from US$3.8 billion in 1981 to USS$ 15.2
billion in 1992. The bank's reserves have been built up

from US$114 million in 1981 to US$412 million in 1985,




when total shareholder's funds stood at US$1.188 billion.
By the end of 1952 shareholders' funds reached USS$1.4
billion (ABC Annual Reports 1982-1993).

" As shown from the figures above, the rise in assets over
the past 12 years has shown meteoric growth, almost
tripling in the first five years and then almost doubling
again. In the first half of the decade, syndicated
lending was in full swing but as the depth of the debt
crisis became apparent ABC, like other international
banks, turned increasingly to fee oriented business in
order to supplement the interest margin income. Another
notable feature of ABC's growth path over the past twelve
years has been the sizable expansion of the customer
deposit Dbase. A concerted effort to attract this
business, as well as the additions of the retails banks
Banco Atlantico and International Bank of Asia, have led
to a rise in customer deposits from $723 million in 1982
to $8.5 billion in 1992.

Pre-tax profits have been maintained, with the exception
of 1987 and 1989 when, in accordance with developments in
international markets, the Board of Directors decided to
allocate all profits after minority interests to loan loss
provisions. Exhibits 2-4 show detail Income Statement,
Balance Sheet and Sources and Uses of Funds.
INTERNATIONALIZATION PROCESS CONTINUES

The internationalization of the ABC Group network

continued in the 1990s as the Bank's new European




subsidiary, ABC International Bank plc. opened in London
and acqﬁired the Dbusiness of ABC's Paris Branch. The
Jordanian subsidiary, Arab Banking Corporation (ABC)-
Jordan, in Amman and ABC's Loan Production Office in Los
Angeles also attained full operational status. ABC
established its own stockbroking arm in Bahrain with a
seat on the local exchange while Banco Atlantico opened a
subsidiary bank in Gibraltar. These new units all comply.
with the Group's basic strategy of acting decisively and
appropriately both to secure existing market shares and to
minimize overall exposure risk through the further pursuit
of viable geographical and product diversification.

ABC International Bank’s goals seek to ensure that ARC
can continue to locate a high percentage of its earning
assets in Europe, regardless of any moves to protect entry
to the European Community after 1992. It will also
encourage the development of full banking relationships
with corporations operating in a mature market; it should
provide an introduction to opportunities arising from the
opening up of Eastern Europe to foreign <capital
investment; and it will assist the Bank to consolidate the
substantial share of European-Arab trade financing
activity that 1s already successfully handled through
ABC's other European units and particularly the Bank's
units in Italy and Germany.

The establishment of direct presence in certain Arab

countries is also designed to improve the
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comprehensiveness of ABC's trade financing service and to
capture more business in a wider range df markéts.

During 1992 Banco Atlantico was able to benefit from the
modest recovery of many Latin American economies. It also
strengthened the presence of its subsidiary Banco
Iberoamerica (Panama) 1in Nassau (Bahamas) with a view to
offering trust services and other tax efficient products
to private individuals and companies. A representative
officg was opened in Portugal to assess the commercial
opportunities deriving from the closer linkage of the
Iberian peninsula's two economies. And the Bank's
representative office in Beirut was re-established
following improvements in the security situation in
Lebanon.

GEOGRAPHICAL DISTRIBUTION OF ASSETS

The ABC Group's diversified access to banking
opportunities worldwide is reflected in the Dbroad
geographical spread of the Bank's earning assets. At the
end of 1992, 52 per cent of ABC's consolidated earnings
assets were distributed within Western Europe (55.3 per
cent - 1990 figure), 16.1 per cent in the Arab world (16.7
per cent), 11.4 per cent in Asian markets (10.2 per cent),
11.3 per cent in North America and the remaining 8.8 per
cent across Latin America, Africa and East Europe (9.0 per
cent) (See Exhibit 5).

Furthermore, during 1992 ABC moved to increase its

activity within the Arab world by applying to open a
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representative office in Cairo and to upgrade its Tunisian
representative office to offshore banking unit status.
ABC also established a representative office in Tehran
during the year.

The broad geographical diversification of ABC assets has
been developed as a basic strategic objective. A high
level of diversification provides banks with the only
adequate protection against those dramatic and often
largely unpredictable fluctuations in particular markets
and regions that can have such an impact on balance sheet
performance. In ABC's case, 1t 1is clear that the wide
distribution of its assets within countries with stable
political and economic situations has sheltered the Group
from the worst effects of the combined problems of the
Gulf crisis and business recession afflicting certain main
markets.

PRODUCT RANGE AND BUSINESS ACTIVITIES

ABC offers a full range of commercial banking, treasury
and investment banking services through its global
network, supported by the continuous upgrading of advanced
technology.

Commercial Banking

ABC's initial business thrust was directed primarily
towards the traditional areas of international banking -
syndication’s and underwriting, trade finance and
correspondent banking. Syndicated lending in fact

provided the ideal medium for the Bank to establish its
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name in the market: the market itself was booming and ABC
was very strongly capitalized from the beginning. By the
time that the syndicated loan market began slipping, ABC
was solidly established. While the syndication of loans
and loan substitutes continues to be a major activity,
project finance has gained in importance. In 1988 an
energy group was established, based in Houston and London,
giving new impetus to energy related lending. While
~maintaining its strong position in trade finance activity
relating to two-way trade between the industrialized
countries and the Arab world, ABC has made significant
progress in financing trade between other areas. It has
also expanded the range of trade finance products offered
to include, for example, a forfeit, counter trade
clearing, co-managing of credit lines under official trade
protocols and Islamic pre-export financing.

ABC has made progress in using certain subsidiaries' and
affiliates' experience 1in private banking to begin to
develop a wider Group profile in this growth sector. Fee
generating clearing, cash management and other
correspondent banking services are other profitable areas
to which the Bank has shown its clear commitment through
heavy investment in the most up-to-date technology in this
field.

On the retail Dbanking side, ABC subsidiaries Banco
Atlantico and International Bank of Asia have developed a

range of new products, also taking advantage of latest

13




financial 1innovations and technological development.
Banco Atlantico uses the Visa network for its traveller
cheque issue, as does the Group's Bahrain-based affiliate,
the Arab Financial Services Company.

Treasury Operations

Over the past twelve years, against a backdrop of unstable
and sometimes turbulent markets, ABC has developed its
treasury capabilities to service the needs of the
expanding Group and its clients. A range of diversified
products in a variety of currencies has been developed
which are made available through a cooridnated and
increasingly integrated international network.

From the outset, ABC's establishment in an offshore
financial centre such as Bahrain and its rapid acquisition
of a loan and marketable security portfolio, required the
establishment of a full-service dealing room. Since 14
April 1980, when the first deposit was accepted, the
Bank's money market operations have provided an important
part of its deposit base. The long-term strategy of
generating more stable customer liabilities is reflected
in the rapid growth of customer deposits, now accounting
for close to half of total deposits. While a major factor
in this phenomenal growth was the addition of Bank of Asia
to the ABC Group, the recruitment of specialist customer
traders in several wunits is now bearing fruit. The
investment grade rating from Standard & Poor's will enable

the Bank to widen even further its investor base, but at
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the same time the Group remains committed to full
reciprocity in supporting the various money markets in
which it participates. The aim of lengthening the tenor
of its liability base has also been achieved through the
issue of Floating Rate Notes (FRNs), bearer bonds and term
loans denominated in US$, HK$, DM, Yen and Spanish
pesetas.

From the beginning, one key objective of ABC has been to
establish dealing rooms capable of providing competitive
services and quotations to its customers and
correspondents worldwide. Foreign exchange operations
have evolved over the 1last decade from trading on own
account to providing a full range of services to corporate
clients and high net worth individuals. By the end of the
decade ABC's professional and competitive treasury
capabilities were evidenced by product diversification
encompassing major and regional currencies.

Investment Banking

From modest beginnings, ABC's merchant and investment
banking activities have expanded to include securities
trading, portfolio management, advisory functions, bridge
finance, mergers and acquisitions and Islamic banking.
ABC Investment and Services Co. (E.C.) is the investment
banking arm of the ABC Group and forms the principal
member of the ABC Capital Markets Group which also
includes ABC 1International in London, ABC-Daus in

Frankfurt and ABC Capital Markets in Singapore.
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In 1986 ABC was instrumental in arranging the largest ever
international equity underwriting group for the disposal
0of existing shares in the Italian company Fiat S.P.A. The
_London-based ABC International Ltd., played an active role
in the purchase of Banco Atlantico and International Bank
of Asia and participated in the highly successful public
floatation of Banco Atlantico shares in 1987. ABC-EC
assisted in 1988 in the arrangement of another acquisition
for ABC via a debt/equity conversion of the renamed Banco
ABC-Roma de Investimentos S.A. in Brazil. It also
assisted in the acquisition of a joint-venture commercial
bank in Jordan, which was established in early 1990. ARC-
EC 1is currently looking at a number of other potential
investments, some of them in the Arab world. Besides its
own substantial Dbond portfolio, ABC is an active
discretionary fund manager for an increasing number of
investors. Clients <can also rely on an extensive
capability in the financial futures and options markets
through ABC Futures & Bullion Pte. Ltd., which is a floor
member of Simex in Singapore, and ABC-EC's Futures Fund.
In addition, private banking clients of ABC enjoy access
to the same quality service normally reserved only for
major institutional investors. The Bank also specializes
in managing funds on behalf of Islamic financial

institutions and Moslem clients of the ABC Group.

16




THE SUBSIDIARIES

As already mentioned, over the past decade ABC has
acquired several subsidiaries with the aim of broadening
the geographicai range of the ABC Group, expanding the
scope of Dbanking products and services offered and
diversifying ABC's liabilities structure.

Arab Banking Corporation - Daus & Co. GmbH

ABC's first acquisition was a 90 per cent stake as a
limited partner in Richard Daus & Co. Bankiers, which was
originally founded in 1912 in Berlin but after the Second
World War, was moved to Frankfurt. With its restructuring
in 1984, the Bank's name was changed to Arab Banking
Corporation - Daus & Co. GmbH. ABC increased its share to
99 per cent and raised additional capital in 1987, and
again in 1989 ABC provided new capital injections. ABC's
West German subsidiary contributes to the Group's overall
business development through its role as a principal
German correspondent for many Arab banks and Dby
maintaining a very active involvement in the finance of
German Arab world trade. The Bank is also active in
securities dealings, new issues, arranging and placing
syndicated loans and project and commodity finance. In
1985 ABC-Daus acquired its own premises in the heart of
Frankfurt's banking district.

Despite the economic problems of reunification that
continued to affect Germany in 1992, ABC Daus & Co. GmbH

still managed to remain profitable for the year, earning a
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net income of DM 0.8 million ($0.5 million). ARBRC-Daus's
strong correspondent links with banks in the Arab world
enabled the Bank to capture a larger market share of the
unified Germany's requirement for trade and contracting_
facilities related to their business in the region. In
addition, the strength of the Deutschemark currency in the
midst of the turbulence experienced by other European
currencies from September 1992 onwards led to increased
counterparty use of ABC-Daus's foreign exchange brokerage
services.

During 1992, ABC-Daus restructured its balance sheet in
response to the prevailing recession and the twin 1993
challenges of the introduction of internationally
recognized capital adequacy rules and the creation of a
Single European Market. Total assets were reduced as a
result to DM1,008 million ($624 million) from DM1,108
million ($730 million) and the loan book contracted from
DM260 million (US$142 million). The Bank became a
shareholder of the newly-formed Frankfurt Stock Exchange
holding company which was established as a first step
towards unification of all Germany's stock exchangés and
in response to pan-European challenges and opportunities;
its competitive ability to complete German bond and equity
trades for «clients in the future has therefore been
assured.

ABC-Daus intends to build on its excellent knowledge of

Arab world markets in the pursuit of continued growth in
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its core activities. It envisages widening its scope of
customers through involvement with emerging private sector
concerns in both the eastern part of Germany and other
East European countries. The likely greater prominence of
Frankfurt and the Deutschemark on the way to fuller
European economic integration should increase the value of
ABC-Daus's services to existing and potential Arab
clients.

ABC Banque Internationale De Monaco S.A.M.

ABC Banque Internationale de Monaco was acquired as a
subsidiary of ABC Daus in 1982 but was largely taken over
by ABC in 1984, as the result of a capital increase.
Expanding Arab trade and private banking business now
complements the traditional commercial and retail
activities of the company and particular successes have
been registered in ©portfolio management. Another
important activity is local real estate financing through
mortgage and property development loans as the
Principality's policies continue to make Monaco a
preferred second home for many of the world's wealthy.
Monaco's economy in 1992 once again provied itself to be
remarkably resilient and protected from the recessionary
climate afflicting most of the rest of Europe. Local real
estate activity and employment remained high while the
banking sector continued to draw in increasing volumes of

non-resident deposits, attracted by the Principality's
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fiscal advantages and sound regulatory reputation.
Exhibits 6 and 7 provide summary data of ABC subsidiaries.
ABC Banque Internationale de Monaco enjoyed a successful
yéar in 1992, with profits rising by 57 per cent to FFr5.2
million (US$269 million). While the Bank has developed
its own expertise in short-term secured real estate
lending in the local market, it has also become more
integrated into the ABC Group in terms of its
international trade and deposit gathering activities.

ABC Monaco is playing an important role in the ARC Group
initiative to develop an internationally competitive
private Dbanking service. It already offers multi-
currency, interest-bearing checking accounts, and has the
facility to act as broker and custodian for clients'
international securities transactions. - Products wunder
consideration include property management and development
for clients through a separately incorporated real estate
subsidiary.

In general, ABC-Monaco can provide investment clients of
the ABC Group network, wherever they are located, with a
specialist introduction to the considerable advantage of
incorporation, residency or account holding in Monaco.
Banco Atlantico

The largest of ABC's acquisition is Banco Atlantico, which
was acquired from the Spanish government in 1984 following
the collapse of the Rumasa Group. With a boost to the

Bank's capital, the shareholders which also included Banco

20




Exterior de Espana and Banco Arabe Espanol, were intent on
accentuating Banco Atlantico's subsidiary in Panama, Banco
de Iberoamerica and representative offices in the region.
In 1987 the ownérship was widened with a highly successful
new share capital issue which enabled a return to public
ownership and a listing on the Madrid and Bracelona stock
exchanges, a move which resulted in a 25 per cent boost to
capital.

Since 1983 Banco Atlantico has been turned from a loss-
maker into a highly profitable institution. Retail
banking has emerged as the major growth area in the
Spanish financial sector and Banco Atlantico's widening
branch network, which now numbers 266, high public profile
and innovative approach to new products has served it
well. The general enhancement of information systems has
facilitated the introduction of a number of new and very
popular products including the 'Deposito Azul’ (Blue
Account), which offers Treasury-type vyields to time
depositors. The Bank's foreign currency accounts and cash
management services have become much more efficient,
competitive and widely used. Mortgage loans, credit cards
and other forms of consumer finance have also altered the
structure of Banco Atlantico's assets, although the
company has by no means neglected the buoyant corporate
sector in Spain. Internationally, the Bank remains active
in trade finance and cooperates with ABC's New York Branch

to develop the lucrative trade and private banking
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business in Latin America. In advance of 1992, Banco
Atlantico has positioned itself for the Single European
Market by forging 1links with other European financial
institutions.

Spanish economic problems increased in 1992 and presented
Banco Atlantico with a very discouraging domestic banking
environment. The strains of trying to adjust Spanish
economic performance to that of mainstream Europe prior to
the creation of the Single European Market in 1993 were
very much in evidence. And the devaluation of the Spanish
peseta within the European Exchange Rate Mechanism (ERM)
in September and November 1992 were not unexpected.
Spanish economic growth and capital investment fell in
1992, while wunemployment and the balance of payments
deficit rose. Of particular concern to the banking
community was the deterioration in the credit worthiness
of many small to medium-sized companies, faced with high
borrowing rates, low final demand and increased
competition from within Europe.

Over 80 per cent of Banco Atlantico's total deposits are
raised as customer deposits through the extensive domestic
branch network (which was expanded by four in 1992), and
an increasing share of these deposits is being channeled
into high-yielding deposit products including the Bank's
popular range of investment funds.

In contrast to the rise in deposits, Banco Atlantico's

loan portfolio was deliberately maintained at previous
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years' levels. The Bank responded to the weakening of
Spanish corporate credit by establishing a special loan
recovery department and appointing outside management
consultants to review risk control procedures within Banco
Atlantico and its subsidiaries.

International Bank of Asia Ltd. (IBa)

When ABC wanted to expand into the Far East, it decided
the Dbest approach would be to acqﬁire an existing
operation, preferably in Hong Kong, which seemed the
obvious springboard for a regional push.

IBA was originally acquired by ABC in 1985 as the Sun Hung
Kai Bank and renamed in 1986 when ABC increased its
holding. ABC has wholly owned the bank since 1990 when it
bought out the remaining 25 per cent.stake of a local
businessman. IBA registered a 78 per cent rise in
documentary credit volumes in 1992, as the bank's total
assets grew by 31 per cent to $1,000 million.

In 1892, ABC bought IBA's headquarters building and the
bank's 18 domestic branches in Hong Kong. ABC said at the
time that this confirmed its commitment to the area. ABC
has representative offices in Hong Kong and Tokyo, a
branch in Singapore, and an affiliate in Bangkok, OHI
(Thailand) . Both Hong Kong operations are headed by ABC's
chief operating officer and Asia division head, Mike M
Murad.

In addition to taking advantage of business opportunities

presented by the booming economy of Hong Kong and trade
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between neighboring countries and with the Arab world, IBA
introduced to the market several innovative products, the
most notable of which were the 'My Card', a credit card
designed for use by females only, including department
store credit cards and affinity cards for members of
prestigious clubs in the colony. "The intention was to
expand and complement ABC's presence worldwide", said Mike
Murad (Asian Business: June 1993).

It was this type of activity that earned IBA a Golden Coin
Award from the American Banking Association for
outstanding achievement in the field of retail banking.
"We have a full time unit dedicated strictly to product
development" said Murad. The bank introduced four new
products in 1992. "That's very unusual for a bank of our
size" (Asian Business: June 1993).

The Bank has also become a leading arranger of hire
purchase finance and engages in mortgage lending, a
further asset-based and collateralised product. Through
its own sharebroking subsidiary, IBA Securities Ltd.,
established in 1988, another dimension has been added to
its involvement in Hang Seng-related business.

Hong Kong's business environment was particularly
favourable during the first half of 1992, but optimism was
tempered in the final few months of the year as
differences over the course of political reform in Hong

Kong emerged between China and Great Britain.
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IBA took advantage of the favourable conditions for
balance sheet growth to boost total assets by 31 per cent
to HK$7.7 billion (US$1,000 million) in 1992. The Bank's
funding base saw a 42 percent increase in customer
deposits as IBA launched new savings products and improved
branch locations and access to attract more clients. IBA
also raised a further $85 million through two FRCD issues,
the second representing the Bank's first offshore FRCD
fund raising exercise.

The loan portfolio grew by 25 per cent during the year to
reach HK$5.3 billion ($687 million) and documentary credit
volumes also rose dramatically with year-end commitments
78 per cent higher than twelve months earlier. A feature
of IBA's credit expansion has been above industry average
record of risk control in all areas - corporate banking,
hire purchase and leasing, and consumer credit cards. In
recognition of this achievement, IBA was named to Visa
International's Asia-Pacific Risk Advisory Committee.
Buoyant stock market conditions during 1992 provided
excellent opportunities for IBA to promote its securities
and private banking products using its IBA Securities
Ltd. subsidiary.

The strong commitment of IBA and of its parent bank ABC to
Hong Kong was evident in 1992, with the decision to
acquire the Bank's headquarters building and other branch
locations. The purchases will also help control operating

costs in coming years, and together with rapidly improving
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staff productivity, should ensure further profitability
gains. 1IBA believes that economic expansion in the region
will continue to support strategically planned and managed
growth focused on retail baﬁking and the servicing of
consumer and small and medium company requirements.

ABC is planning to expand its operation in Asia and the
Arab Magrebe (North African Countries), focusing in
particular on trade finance opportunities. ABC was
drawing wup plans to float shares in its Hong Kong
subsidiary, 1IBA, on the 1local stock exchange. "Our
strategy is to direct our focus on Hong Kong, and in the
future we may expand to China", said Saudi. ABC 1is
positioning itself to take advantage of new trade finance
opportunities between China and the Middle East. It
already does some business in China, largely through its
Hong Kong and Singapore branches, but now the bank feels
there is potential for more business there. "Europe 1is a
mature market, and the opportunities for expansion there
are very limited in relation to those we see now in the
Far East, specially trade related", said Saudi (MEED: 8
October 1993). Towards the end of 1993, the bank was
considering forming a joint venture in China and even the
possibilities of a full branch if the right partner cannot
be found.

Financial Highlights of IBA

International bank of Asia achieved record profit of

HK$142 million in 1992, an increase of 103% over 1991.
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The annualized return on assets rose to 2.49% and return
on equity reached 22.53%, continuing an uninterrupted
trend of strong earnings growth since 1988. During the
year total deposits rose by 45% to HK$6.5 billion. Total
assets increased by 31% to HK$ 7.8 billion. A record
US$85 million (equivalent HKS$S663 million) was raised
through two issues of FRCDs, demonstrating the market's
confidence in IBA's financial progress, and it's access to
a wide range of funding sources. The Bank has total
capital resources of HKS 1.1 billion, and a capital funds

to assets of ratio over 14%.
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FINANCIAL HIGHLIGHTS OF IRA

1992 1991 1990 1989 1988
PROFIT AND LOSS ACCOUNT
Operating Profit after tax (HKS million) 130 100 77 56 39
Preference share dividend ~ (HKS million) 7 20 30 30 30
Cash Bonus (HKS million) - - - - 13

Net Profit after appropriation (HK$ million) 142 70 47 26 13

1992 1991 1990 1989 1988
CONSOLIDATED BALANCE SHEET
Capital Funds (HKS$ million) 1,090 941 788 740 714
Total Assets (HKS$ million) 7,745 5,921 5,268 5,186 4,403
Advances to customers
less provision (HKS million) 5,320 4,260 3,643 2,800 2,247

Current, deposit and

other accounts (HKS million) 6,418 4,430 4,385 4214 3,688

Source: Company Annual Reports
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1992 1991 1990 1989 1988
SHARE STATISTICS
Earnings per share (HKS) 030 027 0.18 0.10 0.13

Total assets value per

share at book value (HKS) 29.34 2243 1996 19.65 16.68

1992 1991 1990 1989 1988

SECURED RETURNS AND RATE (After tax equalization)

Return on average equity (%) 22.53 1425 12.00 730 2.80
Return on average total assets(%) 249 179 150 140 1.10
Capital funds and

reserves to total assets (%) 14.54 17.79 1490 1430 16.20

Source: Company Annual Reports
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ABC International Bank

ABC International Bank plc (ABCIB) commenced operations as
a UK incorporated independent subsidiary at the beginning
of April 1991, when it acquired a significant share of the
business of the existing London Branch of Arab banking
Corporation. At the beginning of July 1991, the Paris
Branch of the parent bank became a branch of ABCIB.

The new bank's authorized capital was established at UK
Pound 300 million with UK Pound 150 million being paid in
on opening. At the end of 1991 ABCIB's capital adequacy
ratio according to Bank for 1International Settlements
(BIS) definitions was 20.6 per cent, a fair indication of
the new Bank's scope to generate extra business over the
coming years. ABCIB was established with the intention
that it become a premier Arab bank in both the UK and the
rest of Europe with a particular expertise in the
financing of two-way trade and investment between the
Arab world and Europe. ABCIB hopes to expand existing
sterling and French Franc correspondent and clearing
business taken over from ABC's London and Paris branches
and enhance the services it can offer through its new
organization.

By establishing ABCIB as a subsidiary based in the
European Community, ABC has been able to guarantee itself
a competitive business presence within both the Community
and the emerging wider European Economic Area (EEA). The

new Bank will be better placed, for instance, to co-
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operate with the European export credit agencies which
assist in the financing of much European capital equipment
export abroad. As it becomes more established ABCIB might
also be expected to be able to tap European capital
markets in its own right.

The formation of ABC International Bank is an important
step forward for the group's strategic global expansion.
"The London operation should, in particular, demonstrate
ABC's commitment to the new Europe emerging as a result of
EC's single market initiative and changes in EFTA
(European Free Trade Association) concern countries", says
Abdullah Saudi, the president and CEO of the ARC. "The
new bank will be able to concentrate efforts on developing
business in this area and in forging links between the new
Europe and a resurgent Arab World".

Marvin Hay, Managing Director, ABC International Bank plc.
says " In 1990, 50% of our business was in Europe and I
think that it is important to protect that market share
and indeed to try and win a greater share. 1In 1989, there
was $70 billion worth of letter of credit trade between
Europe and Middle East, and we would like to enhance our
share of that".

1992 represented the first full year of operations for ABC
International Bank plc (ABCIB), the European Commuhity—
based ABC subsidiary established in April 1991 in advance
of the introduction of a single European banking

'passport' at the beginning of 1993. Despite sluggish
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economic conditions in Europe during September 1992 and
the currency and interest rate instability that followed
the September withdrawal of the UK and Italy from the
European Exchange Rate Mechanism (ERM), ABCIB made
progress in developing its balance sheet. A cautious
build-up of the bank's short-term lending activities
increased total assets in>both UK sterling and US dollar
terms to Sterling 1,355 million or US$2,025 million.
Successful marketing of ABCIB to other banks and financial
institutions resulted in the establishment of a wider
funding base of inter-bank deposits, and the new bank was
able to launch a successful certificates of deposit
programme.

On 26 October 1992 ABCIB established a Private Banking
Unit in a newly opened branch in the West End of London.
This branch is staffed by a specialist team selected to
provide a full range of private banking services to high
net worth individuals. It co-ordinates with other private
banking units within the ABC Group to provide
comprehensive world coverage.

ABCIB's net profit for its full year of operations was
sterling 5.1 million (US$9.0 million), which has been
retained within the Bank to boost shareholders' equity to
sterling 158.3 million (US$240.2 million). ABCIB's
capital adequacy ratio at end 1992 on a risk adjusted
basis using the Bank of England rules was in excess of 18

per cent. The Bank therefore retains some capacity for
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more growth once the European economy begins to recover
from its current low point.

Arab Banking Corporation (ABC) - JORDAN

Although Arab Banking Corporation (ABC) Jordan was
licensed as a full-fledged commercial bank on 21 January
1990, the year 1991 can be seen as the first year in which
the new Bank was fully operational. Despite difficult
economic and political conditions affecting the Jordanian
market place through 1991, ABC—Jordan. made considerable
strides 1in establishing itself in a very competitive
environment. ABC-Jordan represents ABC's first onshore
full banking presence in the Arab world, and its success
is important to the ABC Group's intensified effort to
generate a stable business base across the whole Arab
world.

ABC has a controlling 60 per cent interest in ABC-Jordan
which was established following a restructuring of the
former Jordan Securities Company. Jordan's Housing bank
holds a 25.46% per cent stake in the Bank, and the
remaining shares are held by individuals and institutions
from inside and outside the country. ABC-Jordan also has
a 70 per cent participation in the Arab Co-operation for
Financial Investments Company (ACFICO), which has a seat
on the Amman Stock Exchange and offers brokerage and
investment management services. ABC-Jordan was
instrumental in 1991 in establishing an independent

company with four other local banks to offer Visa card
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services; this venture was expected to become operational
in 1992.

Arab Banking Corporation (ABC)-Jordan benefited from
buoyant conditions in its home economy to record
substantial balance sheet and profitability growth in its
second full year of operations. Total assets at the end
of 1992 stood at JD (Jordanian Dinar) 128 million (US$185
million), an increase of 53 per cent over 1991. Expansion
has been driven by the bank's success in gathering
customer deposits from its widening network of branches.
Net profits for the year were JD1.80 million (US$2.6
million), representing a growth rate of.73 per cent over
1991. In 1992 ABC-Jordan opened three new branches,
doubling its number of outlets.

With the backing and international experience of its
majority shareholder ABC, the Group's Jordanian subsidiary
has introduced a more automated, innovative and universal
approach to banking in the country. Apart from
traditional commercial banking activities, ABC-Jordan has
also managed to develop investment and merchant banking
services through the establishment of its own corporate
finance department and through effective stewardship of
its 70 per cent owned Arab Co-operation for Financial
Investments Company (ACFICO). In a year in which the
Jordanian stock exchange and capital markets performed

strongly, the Bank boosted income significantly through
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brokerage, underwriting, fund management and new issue
activity.

SITUATION in 1994 and THE FUTURE

AFS is the biggest issuer of Visa Card in the Middle East.
As already mentioned, it had to suspend all credit card
and traveller cheque transaction after U.S. froze the
bank's dollar assets on December 20, 1993.

AFS is owned by 58 Arab Financial Institutions. According
to its 1992 Annual Report, ABC holds 36.1 per cent of the
company's shares followed by Saudi Arabia's National
Commercial Bank which owns 12.5 per cent.

Bahraini authorities have defended the firm and criticized
the U.S. for freezing its assets on the basis that AFS was
owned and controlled by Libyans.

"The apparent justification for such an actien is that AFS
is owned/controlled by Libyan persons", Bahrain Monetary
Agency (BMA) said in a statement. "In the opinion of the
Bahraini authorities, this explanation is not factually
correct since AFS 1is only 11.26 per cent owned by the
Libyan Government", said BMA. (Gulf News: 30 December
1993). "Furthermore, although there are some persons of
Libyan nationality on the Board of Directors and Executive
Committee of AFS, they neither constitute a majority nor
do they have executive control in either case".

A banking source close to AFS told Reuters that the firm

was making arrangements to pay AFS cheques abroad, which
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included opening a private bank account to help travellers
cash all or part of their cheques.

Apart from the above events, ABC, in facing the challenges
of 1994, is cautiously optimistic. Although international
interest rate developments are unlikely to be as conducive
to high bank earnings as they have been 1993, credit
conditions and volumes might be expected to improve as
several European economies build a successful GATT
negotiations. However, potential stumbling blocks are
plentiful. On the economic front these include the
enduring problems in major European countries' state
finances, the lack of coherence in international
approaches to revitalizing business in Eastern Europe and
the unresolved status of the former Soviet Union's foreign
debt situation.

It is anticipated that Far East markets will continue to
perform well and ABC plans to expand its activities and
presence in the area. In the Arab world the offices and
branches established in 1993 will be expected to generate
new business, and ABC will be reviewing the reconstruction
effort in Lebanon and the banking implications of any
successful peace initiatives. The prospects for business
with the Arab o0il economies remain mixed. Weak oil
prices, government expenditﬁre constraints and other
factors may serve to lessen these countries' general
import requirements and their related demand for trade

finance facilities. "Overall, ABC hopes that by virtue of
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having diversified its product profile, geographical
spread and ownership structure so deliberately over the
last few years, a measure of protection has been developed
against both particular difficulties that are presently
foreseen but cannot be avoided, and against other problems
that may emerge during 1994" (Annual Report 1993).

SUMMARY AND CONCLUDING COMMENT

i. Brief Case Analysis

During the last 12 years of its existence ABC has emerged
as the largest internationally oriented Arab bank. From
the outset the bank has pursued internationalization and
has adopted both internal and external growth strategies.
While ABC has established some of the subsidiaries on its
own (i.e AFC - Bahrain, ABC International, London), the
process of 1its internationalization has been expedited
through its joint venture activities and acquisition of
foreign firms such as Banco Atlantico, International Bank
of Asia, ABC - Jordan and other subsidiaries.

Apparently, it was top management’s vision, commitment and
support that have provided essential direction for the
Qrowth and prosperity of ABC. Senior executives under the
leadership of Abdulla Saudi have been able to transform
this Bahrain-based bank into a major international
financial institution in a relatively shorter period of
time.

ABC offers a diverse product-mix e.g., commercial banking,

treasury operations and investment banking. Its
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subsidiaries are located in different parts of the world
including the UK, Germany, Switzerland, Spain, Hong Kong,
Panama, Manaco, Jordan and Bahrain.

ii. Lessons

ABC case provides a success story of a company owned and
managed by Arabs. Its successful presence and operations
in the world’s major financial centers suggest the bank
has been able to achieve the managerial competence needed
to operate internationally. The way ABC went international
is also interesting. The bank expanded its international
operations in stages and followed a gradualist approach
(Buckley, 1985). 1In some cases, ABC established its
subsidiaries on its own, for example, AFS - Bahrain and
ABC International Bank in London. On the other hand, the
bank also expedited its internationalization through joint
venture activities or acquisition of foreign firms. These
moves by ABC reflect prudent managerial decisions and
their implementation which resulted in consistent growth
during its 12 years of existence. So the important lesson
we get from the ABC experience 1is that if the top
management has a clear vision and mission, is committed to
provide needed direction, support and resources coupled
with the formulation and implementation of strategies, a
company can be successful. The origin and nationality éf
owners and managers are not that important.

iii. Update/Epilogue
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Abdulla Saudi announced 1in early 1994 that he would
relinquish his position as the CEO of ABC as of May 1,
1994. Saudi said,” sensing the mounting pressure and the
changing environment,” the decision to quit was taken. The
bank has been shaken by US political pressure which forced
the ousting of Abdulla Saudi, a Libyan by nationality (The
Banker, 4/94, p4.).

On October 31, 1994 ABC formally announced the appointment
of Ahmed Abdullatif as its new president and chief
executive. Abdullatif is currently the managing director
of Riyad Bank and is expected to join ABC in 1995. He was
formerly deputy governor of SAMBA (Saudi Arabian Monetary
Agency - Central Bank) and moved to Riyad Bank in 1983.
Mr. Khalid al-Turki, a Saudi National, has been elected
chairman of the ABC International bank in London. He
replaced Mr. Saudi who resigned from that position on
October 15, 199%94.

Having severed all his ties with the ABC group, Abdulla
Saudi has again emerged as an entrepreneur and formed
Abdulla Saudi Associates (ASA) in Manama, Bahrain. He
reckons that his one-man ASA Consultants will fulfill the
need in the Middle East and North Africa on three counts:
(I) by acting as a kind of manager of managers for wealthy
individual investors; (ii) by identifying investment
opportunities in Europe for ASA’s clients; (iii) and by
advising sovereign and corporate clients on debt

restructuring. “No Arab houses <can offer this,” he
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claimed. “It’s a niche” (Institutional Investor, November

10, 1994).
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Exhibit:

and Liabilitieg

Geographical distribution of assets and liabilities is as follow's:

West Europe
Arab World
Asia

North America
Latin America
Other

5 Geographic Distribution

1992
Assets Liabilities
(US$ million)

10,131 9,400
3,145 7,091
2,225 1393
2,209 428
1,103 832
677 46
19,490 19,490

Source: ABC Annual Report 1992,

of Assets

1991

Assets Liabilities

(USS$ million)
11,528 9,825
3,047 7,951
2375 1,066
2,035 683
913 742
553 184

20,451 20,451




Exhibit 6

Hihlights of ABC Subsidiaries

US$ Million (1993)
Total Total Total Shareholders No. of
Assets Loans Deposits Funds Branches
ABC-Daus & Co. GmbH 551 97 472 72 -
ABC Banque Int'1 De 240 114 217 17 -
Monaco
Banco Atlantico 6,938 3,226 6,153 368 272
Int'l Bank of Asia 1,489 890 1,193 154 21
ABC Int'l Bank 1,999 914 1,049 247 2
ABC Jordan ' 197 85 161 19 7

Source: ABC Annual Report, 1993




Exhibit: 7 Investments in Subsidiaries

Investments in Subsidiaries

The pnincipal subsidiaries at 31 December 1992, all of which have 31 December as their yvear end, are as
follows:-

Country of Interest of Arab Banking
incorporation Corporation (B.S.C))
Banco Atlintico S. A. group companies Spain 61%

» BanAtlintico Zurich, A.G. Switzerland 59%

» Banco de [beroamérica Panama 61%
International Baik of Asia Ltd. Hong Kong 100%
ABC International Bank plc | United Kingdom 100%
Arab Banking Corporation-Daus & Co. GmbH Germany HN%

ABC Banque Internationale de Monaco 5.A.M. Monaco 9%
ABC Investment and Services Co. (E.C.) Bahrain 100%
Arab Banking Corporation (ABC)-Jordan Jordan 60%

Source: ABC Annual Report 1992
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INTERNATIONAL TURNKEY SYSTEMS

INTRODUCTION

In late fall 1987, the senior managers of International
Turnkey Systems (ITS), headed by Mr. Saad Al-Barrak, the
General Manager, gathered at Holiday Inn Crown Plaza in
Kuwait City to discuss ITS’s position. This initiative
was taken to review the challenges and opportunities in
the fast changing computer market environment in the
Arabian Gulf. Their objective was to help shape a
marketing strategy for the company to improve its
performance and to position the firm as one of the
leading suppliers of information technology (IT) in the
Gulf Cooperation Council (GCC) countries. GCC countries
include Bahrain, Kuwait, Qatar, Oman, Saudi Arabia and
the United Arab Emirates. A Dbrainstorming session on
product offerings, market coverage and human resources
was also held. Following that historic meeting, Al Barrak
and his senior managers developed a 5 year plan for ITS.
ITS markets sophisticated mainframe computers, such as
Tandem & Sequent and provides software and other services
to many corporate clients 1in the region. The company,
today, 1s one of the leading suppliers of computer
hardware, software and consultancy services in the GCC,
with a 1993 total revenue of Kuwaiti Dinar 8.7 million

(over US$27 million).




ITS is basically in the integrated information technology
business and it operates in a very competitive and fast
changing business environment.

Al Barrak said in the meeting “the company faces many
challenges in many markets, and how these challenges are
dealt with, will determine the firm’s future growth and
profitability.”

COMPANY BACKGROUND

ITS was formed in 1981. Since then, ITS has grown from a
small company based in the city of Kuwait to a leading
information technology supplier to major institutions
around the GCC. In the Dbeginning, the company was
established by the Kuwait Finance House (KFH) and a
British computer company called Computer & Téchnology
Inc. (CTI) as a Jjoilnt wventure. KFH as a financial
institution, specialized in Islamic economy, had invested
sixty percent and CTI which was involved in computer
services, with some exposure and representation for
Tandem Computers Inc. of USA, invested the remaining
forty percent in the venture.

During the early 1980s, KFH attempted to invest in
certain selected fields, and information technology
appeared to be a very promising area, Dbecause it was
growing at a phenomenal rate at that time. The objective
was to go for the opportunity in the Kuwait market and

then to expand the business to other Gulf markets.




The company intended to service major corporate clients
as a ‘niche’ strategy. At the beginning ITS represented
Tandem Computers mainly because Tandem was the company’s
core product. Moreover, two leading financial
institutions in Kuwait, at that time, had acquired Tandem
technology. Therefore, the need for IT support was part
of the idea to establish the company. The company had
the opportunity to market the technology to more vertical
markets in the region.

In 1982 thé company opened offices in Bahrain and the
United Arab Emirates (UAE). This was the beginning for
ITS’s move to enter foreign market. This move reflected
the company’s decision to enter into regional markets and
capitalizing on the firm’s existing business references.
As the business started to grow in Kuwait and other Gulf
countries, the Board of Directors had decided torincrease
the capital in 1983 -to US$ 3.5 million to meet the
business commitment. In 1985, the KFH acquired the other
40% of share from the CTI and then appointed a new
Executive Management.

ITS, as a wholly owned company by the KFH, adopted an
aggressive plan by establishing marketing offices instead
of support offices in Bahrain and in the UAE. The bulk
of the recruitment at that time was from the western
world, mainly from Europe and USA.

As part of ITS’s aggressive plan, the company had focused

on large businesses that fitted the company’s products




and services offerings. After three years’ of continued
hard work, since 1988 ITS began to close major deals in
the GCC. The results were very encouraging and
rewarding. The management began a promotion campaign
using daily newspapers and other popular regional
publications to advertise such major deals.

ORGANIZATION AND MANAGEMENT
Management Environment

The leadership philosophy in the company reflected a
belief that a leader has to be a living example, has to
inspire the organizafion, and has to be part of the team
while still being a manager. In Al Barrak’s view, “a
leader should be supportive and when there is a need for
change, he should generously. communicate the need for
it”. He regularly visits different ITS offices to talk to
the managers and other staff individually to get a feel

from the field.

Al Barrak has become a respected, hardworking and
enthusiastic leader who in turn expected and rewarded the
hard work of subordinates and employees. He is well
liked by his staff despite the demand he places on them.
He was often described by his associates as being a very
involved manager who wants to know the important things

going on in each of his offices.




In an attempt to improve performance and operations, ITS
had restructured the organization in 1987. This resulted
in three autonomous regions: Bahrain, Kuwait and Saudi
Arabia and these were created so that ITS could respond
quickly to the market needs. Each region was headed by a
Assistant General Manager reporting directly to Saad Al
Barrak, General Manager & Managing Director of the
company. These regions were given the responsibility for
strategic market planning and operations. Previously,
however, the company operated through a céntral
management system.

Saad Al Barrak, an MBA from the Harvard Business School
with masters degree in Computer Science from the
University of Ohio, had gained experience with ITS in
various divisions prior to taking over his current
position in 1986. In the past, he worked in marketing,
system developmenﬁ, and financial divisions 1in the
capacity of a Deputy General Manager.

The three Assistant General managers, who also function
as the Regional Managers are responsible for planning of
the regional budgets and for making specific decisions
and implementing the marketing programs of ITS in their
respective region. All of the three Regional Managers
have at least 10 years’ experience 1in computer industry
management and marketing. Moreovexr, they are graduates
in computer science and management with background from

leading multinational computer manufacturers.




ITS has &established a reputation 1in the industry
throughout the Gulf for being a well positioned company.
According to an industry analyst RAC, a Middle East
consultancy company based in Egypt, “ITS has shown more
than an ordinary business success, it 1is a brilliantly
managed company.” During a recent meeting, Saad Al
Barrak said “we run the organization with great respect

to people, and we feel this is one of the reasons why we

get our marketing decisions implemented so quickly. We
also do very 1little paperwork”. Al Barrak added, “I
write fewer memos. I feel that I can trust the people

who work for me, and they do their job and follow through
it.” “We encourage that always marketing and business
plans for all our divisions and regions are discussed
through meetings. This type o0f management may seem

different but it works for us”, he maintained.

ITS management stresses the importance of open
discussions at different 1levels of meetings in the
organization and invites all staff to participate in the

A\

company decision making process. Al Barrak claimed we
feel strongly that people will work harder and more
productively if they are allowed to air their ideas and

involved. We all work together to make our progress a

success”.




Organisation Structure

The formal organisation structure (see Exhibit 1) of ITS
was 1like any other normal organisation. There are sub
divisional managers who report to an AGM in each region,
and customer service department divisional managers
report to an AGM at the Head Office in Kuwailt. The
company’s corporate marketing consultant, human resource
senior staff, and finance staff, report respectively to
their managers. Managers are fully responsible within
their scope of responsibility to make business decisions.
One divisional manager gquoted Y“at ITS the authority and
responsibility are clearly defined and delegated that the
managers behave like entrepreneurs”. He continued to
say that “managers at ITS work hand in hand with all
company senior managers, including corporate staff on
significant issues to create wealth and prosperity for

ITS”.

At the regional and branch offices, the company was set
up much as expected with mangers, assistant managers and

divisional managers.

The organisational environment is very relaxed and casual
that everyone can fit himself and work across
functionally, according to a private senior management

consultant.




EXHIBIT 1

ITS Senior Management

GM/MD
Legal
Advisor
Asst. GM Asst. GM Asst. GM Asst. GM
South Region West Region North Region Customer
Services
Finance/ Administration/ Marketing
Accounts Human Manager
Manager Resources
Manager
Exhibit 1 shows that in addition to the four Assistant

General Managers (AGMs), three managers 1in Finance and

Accounts, Administration and Human Resources, and

Marketing report directly to the Managing Director.




EXHIBIT 2

BRIEF BACKGROUND OF SENIOR MANAGERS

Saad Al-Barrak - General Manager & Managing Director

M.S. in Computer Science, Ohio University (1980},
MBA from Harvard Business School (1987). Joined ITS
in 1982, became General Manager in 1986.

Khalifa Al Soulah - Assistant General Manager for
Sales in North Region (Kuwait).

B.Sc. in Computer Science, University of Florida.
Joined ITS 1in 1981 assumed duties 1in Customer
Engineering department, became Asst. General Manager
in 1992.

Khalid Faraj Al-Saied - Asst. General Manager,
Customer Service Department.

B.Sc. in Computer Science, University of New York in
1980. Joined ITS in 1982. Assumed duties as Customer
Service Engineer in 1983 became Asst. Manager for
Customer Engineering Department followed appointed
as Manager Customer Engineering. and in 1993 became
Asst. General Manager for Corporate Customer Service
Department.

Mustafa Shehata - Asst. General Manager, Western

Region

B.Sc. in process control from University of Cairo in
19876. Joined in 1981 after a career with NCR.
Worked as a Customer Engineer, then become Branch
Manager in Bahrain and UAE and he assumed duties of
Assistant General Manager for Western Region
(Kingdom of Saudi Arabia) in 1988.

Ebrahim Ali - Assistant General Manager, South

Region

MBA from University of Bahrain, begin his career
with NCR as Customer Engineer, joined ITS in 1987 as
a Senior Customer Engineer, then became Country
Manager for Bahrain and he assumed the duty of
Assistant General Manager for South Region.




Fahad Al-Juwaied - Finanace Manager

CPA, and a graduate of Law currently the Finance
Manager, Jjoined ITS 1in 1989 after a career with
Kuwait Government Audit Bureau. He 1is CPA graduate
with degree in Law.

Mohammed Al-Ghaith

A graduate with degree 1in Electrical Engineering
from University of Texas. Joined ITS in 1990 as
Administration Manager with background in production
management. He assumed the duty of Administration
and Human Resource Department Manager in 1994.

Khalid Al Farkh

Marketing Manager, with career in major computers
DEC. Joined ITS in 1985 as a System Engineer, then
became Manager System Support Department. Recently
he assumed the duty of Marketing Department Manager.

Farouk Al Hafnawy

He 1s a graduate in Law from Cairo University.
Joined ITS in 1993. Currently the Corporate Legal
Advisor. He has experience with Government
Institutions in Kuwait and Egypt.

Employee Relation

ITS has a reputation for Dbeing an exceptionally good
employer to work with. The company treats their staff
equally and fairly and the staff morale at all level is
very high. The level of employee commitment at ITS was
partly an outgrowth of management practice. Good team
spirit and the culture created within the company are
attributable to ITS human resource strategy. The company
has a team of qualified and experienced managers
(Exhibit 2) and offers them salary and other benefits

which is higher than the industry average.
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From its earliest days, the company has worked toward
providing job security, and it has promoted from within
the company to allow employees to explore job

opportunities and career advancements.

COMPUTER MARKET IN THE GULF

The evolving computer market in the Gulf is closely
linked with the development of the economic prosperity of
each of the countries. The Gulf economics are heavily
dependent on the rich o0il industry. There has been a
growing demand for computers by institutions in the Gulf
to cope with and meet the technology challenge.
Businesses are becoming more sophisticated and complex.
This trend for the computer market suggests that the
market will remain lucrative for computer suppliers with
long term commitment to the GCC market in providing

unique solutions.

The GCC countries will continue to attract information
technology, Dbecause of the economic development and
expansion of their existing industry base. As a result of
this expansion, other industries will also emerge and
the computer requirement will become an ever 1increasing

necessity to sustain the businesses.

ITS management 1is aware that there 1s no room for
complacency for them. In order to sustain their

leadership position 1in their chosen segments, they must
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continually monitor customer needs, new product

developments and competition and act accordingly.

Important characteristics of the computer market include
(1) rapid growth (ii) rapid technological development and

(1ii) the customer loyalty to vendors.

Most industry sources mark the emergence of computers
with silicon technology as a significant factor in the
data processing market with IBM, Digital, NCR and other
brand names being the market leaders in the early 1950’s,
Competitors soon followed their lucrative market. Today
there are many computer companies (See Exhibit 4 for
computer suppliers in the Gulf market) operating in the

region.

During the 1960s, manufacturers were able to make
computers for single application, thus computers were

general purpose devices only.

During the 1970s that has somewhat changed and the
computer market grew with the demand for new applications
that solved more complex business solutions. By 1980,
the computer business grew by about 60%. This
technological advance in computers has resulted in
different customer groups: large, medium, business and

individuals.
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MARKETING MANAGEMENT
Marketing Strategy

Timing was important for ITS to penetrate the Gulf
market. The company began its effort of offering its
product in vertical market like Banking &
Telecommunication. The offering to the financial sector
for ATM (Automated Teller Machine) and POS (Point-0f-

Sale) were available before any of the competitors came.

Furthermore, in order to ©provide software in local
language (Arabic), ITS formed alliance with leading

computer companies locally and internationally.

As a result of its early entry into the market and strong
alliances, ITS emerged as a market leader in those niche
market. However, the leadership position was being
challenged by IBM, NCR and DIGITAL and together they have
a significant share (60%) of the market. ITS 1is well
aware of this market situation and the company has
designed a strategy to sustain the leadership 1in the

market.
Target Customers and Services Provided

In the early years, ITS was a computer hardware oriented
company. During the last few years, the shareholders
injected more capital 1into the company to expand the

business and offer more services. It was decided by the
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management in 1987 to focus on providing integrated
solution instead. This meant that many big organizations
such as banks, airlines, telephone companies and
government directorates could become ITS’s major targets.
As a result of this shift in business strategy, the
company started to achieve more sales and profit.
Because of ITS commitment as a solution provider, the
company became a hallmark in the industry, in contrast
with many of its competitors. ITS has never experimented
with diversification. The company executives, however,
concentrated solely on understanding the business
solutions to specific customer requirement. Saad Al
Barrak once stated “we are striving to provide the right

solution to the right customer”.

ITS has consistently sought a competitive advantage based
on superior service. The company emphasizes element of
quality and service in 1information technology. This
includes renowned products, project implementation and
management along with after sales support with a strong
commitment to the market. ITS has been quoted by many
business consultants as one of the premier vendors in the
GCC which has virtually no customer complaints. For the

past several years, the company slogan has been Your True

Associates.

14




Customers

ITS provides services to a large customer base 1in the
Gulf area 1in a variety of industries, focusing on
specific application niches within each customer market.
In 1984, the company target markets were banking and
finance, which 1s a large and mature business base
followed by the telecommunications and Government
segments which were new and rapidly growing businesses.
Other important markets were the o0il industry, airlines

and retail outlets.

The three broad applications targeted by ITS are (1)
Automated Teller Machine (ATM), (2) Point-0f-Sale (3)
Branch Automation in Banking and (4) Directory Assistance
and Billing and Customer Services in Telecommunications.
Virtually, all ITS sales are made directly to the end

users by divisions and regional sales force.
Product Portfoliocs

ITS as a Gulf wide organization, offers and delivers a
complete range of integrated information systems to the
GCC market and beyond. Its objective 1s to be a world
class leader in providing products and services to the
Gulf market through design, development and maintenance
support for Government and business organizatiqns. ITS

has chosen to provide comprehensive solutions to
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contribute toward the economic development of the region

in the area of high technology.

ITS product portfolio covers a selection of high quality
products from well known suppliers. The products offered
are from iandem Computers, Inc., Sequent Computer
Systems, 1Inc., Recognition, ISC Bunker Ramo and David
Systems Inc. Each of these companies provides a unique
product which complement each other by integrating those
products to a total solution which is offered to the

market.

Tandem Computers Inc.

Tandem Computers Inc. is based in San Francisco, USA. It
designs and manufactures the top quality fault tolerant
computer systems. Tandem is a multinational organization
having offices throughout the world with manufacturing
facilities in US, UK and the Far East. TANDEM products

were the main ITS product line during the early 1980s.

Sequent Computer Systems, Inc.

Sequent Computer Systems, Inc. is based in the west cost
of America in the city of Portland, State of Oregon. The
company designs and manufactures very powerful

Symmetrical Parallel Open Computer Systems.
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Plexus Software Inc.

Plexus Software Inc. 1s a leading supplier of workflow
and management document system based in Dallas, Texas,

USA. The company is a subsidiary of Recognition UK ltd.

David Systems Inc.

David Systems Inc. (DSI) 1is California based company.
DSI 1is a leading supplier of Local Area Network and

management system product.

ISC Bunker Ramo

ISC Bunker Ramo is a US based company and specializes in
designing solutions for Bank Branch Automation. The
Company offices are located in Washington State. Those
product offerings, along with ITS’s 1local skills and
professional support services, make the company unique

among the information technology providers in the Gulf.
COMPETITION

During the 1990’s more international computer companies
have entered Gulf market to meet the increased demand

for computers.

Although faced with intense competition from aggressive
computer suppliers, the wunique features and support
devices remain the keys for computer company’s existence

and growth. IBM, NCR, and Digital Equipment Corp. had
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dominated the Gulf market and installed their mainframes
and mini computers. IBM had the majority of Government
segment with NCR in the banking and Digital in

Telecommunication and 0il Industries.

In the early 1980s, ITS entered the Gulf market with
Tandem Computers trying to sell a system that created a
technological gap, very advanced features of fault
tolerant which none of the traditional existing systems
had. At first, this was a tough challenge for ITS because

the company was a new entrant in the Gulf market.

ITS started with a policy of developing the market in
stages, region by region beginning with Kuwait, next
Bahrain (1982), and Dubai (UAE) (1983) followed by the
Kingdom of Saudi Arabia (1986) and Sultanate of Oman
(1994) . As a part of the market development plan, ITS
lined up with the suppliers of specific products that the
market was looking for. The company spent 30% of its
revenue, twice the industry average, in training, sales,
marketing and support staff along with the recruitment of
skilled and experienced staff from the computer industry

coupled with a heavy advertising campaign.

ITS strategy was phenomenally successful. Its sales
increased and it has captured more than 50% market share
in specified banking and telecommunication applications
in the GCC and ITS now dominate those applications and

segments.
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The expansion of business applications in banking, and
telecommunications made ITS well positioned 1in the
region. However, other major suppliers have begun to
address those applications competitively and aggressively
with new companies emerging, while some seem to be
leaving the market such as Wang, NCR, Pyramid, Univac,

etc.
PERFORMANCE

ITS has échieved over 100% sales growth in 1993, which is
an outstanding performance in the IT industry in the
region. Moreover, the manpower has also been increased
in a similar magnitude to meet the business demand.
“Despite this growth, we at ITS were able to handle all
the ensuing challenges during the year without disturbing
the 1level of our services and deliveries to our
customers” said Saad Al Barrak in a speech during the
company Annual General Meeting in the end of 1993.
During the same period, ITS has gained a prestigious
large corporate customer base all over the GCC and the
company has added new offerings of products and services
with creative and aggressive solutions, working closely
with international suppliers. Exhibits 5 and 6 provide

recent financial data of ITS.

The Company Finance Manager said, “ITS’s success 1s the

result of dynamic leadership coupled with clear strategic
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goals and objectives”. He added, “we have reqular
meetings in every three months to discuss business plans
and market trends. These discussions focus on company

achievements and future directions”.

At ITS, everyone 1s motivated to achieve success with a
common desire, and such a behavioral commitment by group
or individuals 1s attributed to the organizational

structure and work environments, and attractive rewards.

A recently conducted survey by a major international
company, reported that the company success factors at ITS
were many such as, market focus, employee relations,
customer services and such elements could be a model for

other organizations.

“Our principle and philosophy in conducting successful
business is very simple and basic without complexity, and
this is the way we choose to do business”, stated Saad Al

Barrak in a recent meeting.
CURRENT SITUATION

Competition in the computer industry 1s now intensified
with new product offerings and heavy advertising from all
major computer suppliers to regain their market shares.
Much of the focus 1s now centered on offering open
systems with discounting heavily on the price which at

times means either break even or a loss. Some companies
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even provide other supporting services at no cost for an

extended period of time.

Many major companies sgch as IBM, DIGITAL, UNISYS, COMPAQ
have established their regional offices in the Gulf
region in ordgr to be close to the market and react to
any business opportunities, and to broaden their customer

base.

All major companies are, however, faced with the changing
technological environmeﬁt as well as management and
marketing issues required to develop viable 1long range
strategies addressing the current issues. Otherwise,
companies who ignore the situation will face tougher

challenges.
FUTURE OUTLOOK

ITS current strategy is to continue disciplined expansion
in each market 1t serves. The company continues to
establish itself in new markets through direct
representation or joint venture operations. (See Exhibit
3 for existing and new offices).The company 1s seriously
considering the new markets such as, Pakistan, Jordan,

and possibly other regional

The company 1s seriously considering entering new markets
such as Pakistan, Jordan, and Egypt and other regional
markets in future. ITS management are planning for 20

percent annual growth in capacity through the coming 10
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yvears. To achieve this growth, the company is willing to
make investment to acquire new businesses. Total
employment 1is expected to grow by 5 to 10 percent,
currently ITS employ 250 people.

Overall growth is expected to occur along with the
business focus. First the company 1is very well
positioned to address the market with solutions through
the strategic alliance partners. Secondly, the financial
position of the company is very strong and lastly ITS has
simple agreement to complex operation with goals to share

mutual success with its partners.
CONCLUDING COMMENTS

We would 1like to offer our comments to the issues
addressed in ITS case, and obviously the lessons léarned.
Further we seek the future outlook of the company through

our brief analysis along with ongoing update.
Analysis

ITS has had many challenges since its inception.
Firstly, the information technology market itself 1is
complex. It requires heavy investment with skilled
resources. Secondly, the major suppliers of information
technology such as IBM, DEC and NCR had total market
monopoly. As a business solution provider, the market was
well covered by these information technology suppliers.

Finally, institutions using computers for their data
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processing are satisfied in terms of what they have and

the support they receive.

The offerings of ITS had to be diffe;ent in order to
capture the market attention. The company decided to
associate itself with a superior product and a renowned
company (Tandem Computers Inc.) along with highly
experienced sales and technical support team from
different parts of the world. The strategy focused to
introduce the fault tolerant computer system in the Gulf
market with application software for the Automated Teller
Machine (ATM). By launching such products, ITS began to
capture the market and become a leader in the market.
The company continued to capitalize on their competitive
edge by expanding the business network throughout the GCC

market.

After 5 years of continuous success, ITS realized that
the scope of opportunities for computer systems in the
GCC market requires different package than what 1is
offered currently by the competitors i.e. product mix,
pricing, 1long term commitment, being flexibility and
local presence of technical support. ITS captured this
window of opportunity and then designed a market strategy
to address those issues. The company was able to address
the market with business solutions and exceeded the
market expectations, which placed ITS among the leading

suppliers and gained excellent credibility.




ITS was able to build a strong market image by offering a
superior product portfolios through associating
themselves with reliable suppliers and sustaining their
competitive advantage and human resources along with

management commitment
Lessons

ITS offers a classic success story of a Middle Eastern
entrepreneur owned and managed company. To operate in a
cross cﬁltural environment, the firm has adopted an
appropriate attitude and design methodology that is

flexible and more workable.

Furthermore, the company started dealing with a limited
industry sector i.e. Banking and Finance and then the
business was expanded into other industries such as

Telecommunication, 0il and Government.

The product portfolio selections along with choosing
reliable suppliers has been one of the most key success
element, plus attracting the right skilled people from
within the industry was a major contribution coupled with

the top management style.

The owners and senior management at ITS have always had a
clear vision about the company’s mission and every effort
has been made to prove their belief to themselves and the
market. During the past 12 years, the company went

through some major organization restructuring, product
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introductions and careful investments into new

territories.

The commitment of senior managers and their support has
been an influential <factor of the success ITS has
achieved. They have continuously monitored the business
environment and taken appropriate measures through first
hand knowledge by visiting the company offices and

customers regularly.

Update / Epilogue

ITS strategy 1s to continue 1its disciplined expansion,
especially into the international market to minimize the
risk. The company has plans for the next five years to
set up 3 additional business unit in different countries
in the Middle East region. ITS senior managers believe
that the future outlook, as a result of political
stability and the peace process in the region, should
enable ITS to focus more aggressively on Dbusiness
opportunities capitalizing on their competitive

advantages.

The company 1s expected to spend a reasonable fund
towards market development to include market research and
promotional <campaign to identify strategic Dbusiness
associates and customer base which meets ITS mission and

objective.




The short term growth may not be substantial in these new
territories, but for the long term, the Dbusiness
potential is expected to be quite large. This belief 1is
based on a market survey conducted by ITS Senior Managers

during their recent visits to some of those countries.

As of late 1994, ITS had established a Jjoint venture

operation in Egypt and made sub-distributor agreement in

Lebanon.
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EXHIBIT 3

LIST OF OFFICES

ITS Kuwait Direct Representation (Existing)
ITS Bahrain Direct Representation (Existing)
ITS Saudi Arabia Direct Representation (Existing)
ITS UAE Direct Representation (Existing)
ITS Oman Direct Representation (Existing)
ITS Egypt Joint Venture (Newly
opened)

ITS Lebanon Sub-Distributor Agreement W

ITS Pakistan Market Study Underway

ITS Jordan Market Study Underway
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EXHIBIT 4

LIST OF COMPUTER SUPPLIERS IN THE GULF REGION

AMDHAL CORP.

DATA GENERAL CORP.
DIGITAL EQUIPMENT CORP.
HEWLETT PACKARD CO.

IBM

NCR/AT&T

SEQUENT COMPUTER SYSTEMS
SUN MICRO SYSTEMS
STRATUS COMPUTER INC.
TANDEM COMPUTERS INC.

UNISYS CORP.
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EXHIBIT - 5

A

AL TUR

Y SYSTEM

Consolidated Statements of Income and Retained Earnings

For the Year ended 31 December 1993

(Amount in Kuwaiti Dinars)
STATEMENT OF INCOME

REVENUES
Contracts and sales
Current Year
Prior year

Other Income

COSTS AND EXPENSES

Cost of contracts and equipments sold:
Current year

Prior year

Selling and distribution
General and administration

Depreciation

Exchange loss
Provision for obsolete and slow

moving inventories
Provision for anticipated losses on

contracts In progress
PROFIT FOR THE YEAR

STATEMENT OF RETAINED EARNINGS
Balance at beginning of the year
Profit for the year

Transfer to statutory reserve
Transfer to general reserve
Contribution to Kuwait Foundation for
Advancement of Sciences

Proposed bonus issue

Proposed dividends

Directors' fees

Balance at the end of year

Source: Company Annual Reports

1993 1992
7,129,724 4,526,032
1,216,335 0
8,346,059 4,526,032

404,007 216,050
8,750,066 4,742,082
4,012,537 2,481,183

920,031 0
4,932,560 2,481,183

765,989 427,715
1,848,494 1,138,741

298,066 142,702

26,112 0
55,023 37,034
80,000 15.000
4.242.375

743,814 499,707
322 15,044

743,814 499,707

744,136 514,751

(74.381) (49,971)

(62,263) (49,971)

(33,472) (22,487)
(320,000) (380,000)
(240,000) 0

{14.000) {12.900)

0 322

1991

4,671,761

9
4,671,761

118,099
4,790,270

2,039,014

9
2,039,014
248,180
1,349,083
78,368

0

218,817

9
2.940.782
785,209

222,211

185,209
1,007,420
(78,571)
(78,521)

(35.334)
0
800,000
9
15,044




INTERNATIONAL TURNKEY SYSTEMS

Exhibit: 6

Consolidated Balance Sheet as of 31st December 1994

(Amount in Kuwaiti Dinars)

ASSETS EMPLOYED
Fumiture & Equipments

CURRENT ASSETS

Invenlories

Contract Work in Progress
Accounts receivables & prepayables
Amount due from parent company
Bank balances and cash

CURRENT LIABILITIES
Accounts payable and accruals
Amount due to parent company
Proposed dividends

NET CURRENT ASSETS

FUNDS EMPLOYED

SHAREHOLDERS' FUNDS

Share capital
Authorised, issued and fully paid

Shares of KD. 1 each
Proposed bonus issue
Slatutory reserve
General reserve
Retained earnings

NON CURRENT LIABILITIES

1993 1992 1991
573,058 437,071 111,135
803,601 562,532 370,546

0 0 57,862
2,664,276 1,485,203 934,486
337,568 0 167,862
622,874 1,781,124 1,303,558
4,428,319 3,828,859 2,834,314
2,488,170 2,128,604 873,976
0 356,892 0

240,000 0 800,000
2,728,170 2,485,496 1,673,976
1,700,149 1,343,363 1.160.338
2,273,207 1,780,434 1,271,473
1,380,000 1,000,000 1,000,000
320,000 380,000 0
231,050 156,669 106,698
218,952 156,669 106,698
9 322 15.044
2,150,002 1,693,660 1,228,440
123,205 86,774 43,033
2,273,207 1,780,434 1,271,473

Source: Company Annual Reports
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INVESTCORP : Rahrain

INTRODUCTION

In January 1994, the annual lwinter meeting of the
Management Committee of Investcorp toock place in Bahrain.
This Bahrain based investment Dbanking company, one of the
most successful firms in the industry, reported a record
net profit of $67 million in 1993. While pleased with the
bank's recent results, the senior managers still faced the
issue of how to ensure the continued prosperity of the
firm. Investcorp has traditionally been known as a firm
without any managerial hierarchy. However, in 1993 the
company designated and appointed two Co-chief operating
officers, thereby marking the beginning of a move toward a
formally structured bank. So, a second issue the
management need to address is when and how to initiate and
implement company-wide re-structuring and re-organization.
In addition, the continued disappointing performance of
the proprietary division also warrant management
attention.

COMPANY PROFILE

Investcorp is an investment company which specializes in
buying out western companies and eventually selling them
after trying to improve their financial performance. It
has arranged the acquisition of top names such as Tiffany,

Saks Fifth Avenue and Gucci.

Despite the cliched, less-than-savory image of some Middle

Eastern businessmen, Investcorp celebrated its 10th




anniversary early 1in 1993 with a gold plated reputation
among New York bankers. "Investcorp, with its chest full
of Gulf o0il money and its offices full of seasoned MBRAs,
has made a name for itself by turning around many luxury

brand names" reported the Herald Tribune. This relatively

new group 1is unknown to the public at large but watched
with a tinge of Jjealousy by many international merchant
banks. This is based on of its trading results, - an
average rate of return of 26 per cent, along with a
regular 15 per cent dividend per annum, plus capital
growth over the 1last 10 vyears. Also admired 1is the
prestigious composition of 1ts investment portfolio:
Tiffany, Gucci, Saks Fifth Avenue, Color Tile, Carvel,
Circle K, Thorn Lighting to name but a few.

Investcorp was founded by Nemir A. Kirdar, now 56, scion
of an Ottoman Empire political family from Kirkuk, Iraqg.
"The company acts both as a principal and as a subsidiary
in international investment transactions; it forms a
bridge between those who seek and those who provide
investment opportunities in North America and Europe".
Investcorp, or 1its subsidiaries, operate from Bahrain,
London and New York. Investcorp S.A., the group's primary
global asset holding company, 1s located in Luxembourg.
The company specializes 1in corporate 1investment, real
estate investment, and proprietary trading (which are
described later).

Today the group employs 170 people throughout the world;

65 of them are professional high fliers, known for their




speed of action, and specializing in the firm's major
fields of activity.

COMPANY HISTORY AND BACKGROUND

Investcorp was founded in August 1981 by a group of
investors who were motivated by a business concept
formulated and presented by Nemir A. Kirdar, the founding
President and Chief Executive Officer of the Company.

The founders, mostly prominent Dbusiness people in the
Arabian Gulf region, realized a need for a new kind of
investment institution - one that would gear its products
and services to the particular requirements of regional
investors; locate, structure and place high quality
international investments to suit the needs of its
clients; enable local investors to participate fully in
the type of prestigious investments available elsewhere in
the world.

The Company's founding investors were from the six Gulf
Cooperation Countries (GCC) 1.e. Saudi Arabia, Kuwait,
Qatar, Bahrain, Oman and the United Arab Emirates. More
than 300 investors including representatives of prominent
families, leading Dbusinesses, and institutions in the
area, became founding shareholders. No member of the
founding group holds more than one half of one per cent of
the Bank's equity. So Investcorp, from the very
beginning, reflected a true <cross-section of 1local
business and financial 1interests.

With its unique concept and structure and an initial paid-
in capital of US $50 million, Investcorp started

operations in 1982. The chairmanship of the company was




assumed by the former Kuwaiti Minister of Finance, Abdul-
Rahman Salim Al-Ateqgi.
Since then, the shareholders have multiplied to around
ll,bOO today, following an introduction of the compéﬁy to
the Bahrain Stock Exchange in 1983 and an increase in
capital in 1986. At present, 47.5% of the capital is held
by the public, the founding group of 20 holds 15% and the
management holds 37.5%. Exhibit 1 shows the present Board
of Directors, all of whom are founding members.
INSERT EXHIBIT 1 ABOUT HERE

The firm has also expanded from four management partners
to sixteen, and from one office to three in its eleven
years of existence. Exhibit 2 presents the brief
biographies of the partners on the Management Committee.
Although the firm was 1incorporated as the Arabian
Investment Banking Corporation (Investcorp), later it
became 'Investcorp' because their <clients frequently
referred to them as "Investcorp".

INSERT EXHIBIT 2 ABOUT HERE

In 1986, shareholders provided an additional $50 million
in equity. Through net earnings generated since its
establishment, this $100 million shareholder's investment
has grown to $443 million, of which $120 million has been
paid back to shareholders as cash dividends and $323
million remains as total Shareholder's funds as of 31st
December 1992.
THE FOUNDER AND THE INITIAL MANAGEMENT TEAM
Investcorp 1is the Dbrainchild of Nemir Kirdar whose

personal objective has been to build an organization that




will last, not just to make money. While working with the
Allied Bank International in New York, Kirdar had attended
evening classes at Fordham University to earn his MBA.
Later, after a briéf and unhappy stint at the National
Bank of North America, he moved to Chase Manhattan.

"Chase was very ambitious about expanding in the Middle
East", Kirdar says. "It was 1974, just after the oil price
escalation, and money was pouring into the Gulf. My first
job was to head a task force to put together a long-term
business plan for thé region”. Impressed by the team's
recommendations, an executive committee headed by David
Rockefeller endorsed the plan. Kirdar was offered his
choice among the bank's five Middle East divisions and he
moved to Abu Dhabi.

By 1977, he had moved to Bahrain where his team at Chase
included Michael Merritt, Elias Hallack, Oliver
Richardson, Robert Glaser, Savio Tung and his boss, Bill
Flanz. One of the group's closest friends was Cem Cesmig,
a country manager at Bankers Trust Company. All would
join Kirdar at Investcorp which was launched on July 8,
1982. Merrit fondly remembers the earlier period with
Chase in Bahrain as an era when they were all young and
full of optimism, with a collegial sense of taking
on the world and winning.

"Nemir, more than anyone I know, understood the macro
economics of the region and how the machine worked", say
Cesmig, who looks after corporate acquisitions at
Investcorp in London. "He simply saw a gap in the product

range and a niche that was there for someone to £fill".




Investcorp played a classic intermediary's role. So much
0oil wealth was flowing through the region in the early
1980s that much of it had to be channeled abroad. This
was because most banks in the Gulf were still trying to
cater to the new Arab riches with inappropriate products -
credit facilities, when the 1last thing these customers
needed was more liquidity. What they really needed was
investment banking products, and above all, good deals.
INVESTCORP's BUSINESS CONCEPT

Investcorp was established to form a bridge between prime
investment opportunities in the industrial world and the
liquid wealth of the Middle East. The firm has adopted an
uncommon approach to fulfilling that role by acting as a
principal, rather than as an agent or advisor, and
arranging the acquisition of significant corporate and
real estate interests.

The company initiates and structures transactions,
provides capital to consummate acquisition, arranges
institutional financing, and thereafter furnishes the
necessary strategic, financial, tax, and legal input to
enable other investors to participate on a passive basis.
After performing its initial role, Investcorp privately
places the equity and debt participation with its own
regional and international clients. The firm continues to
act as the intermediary between the management of the
acquired company and the investment group, and generally
maintains a significant equity participation of 1its own
throughout the life of the investment. Thus, Investcorp

essentially operates 1in partnership with 1its clients by




retaining a small interest in most transactions it offers.
In this way, clients are assured that all investments
offered have Dbeen considered and structured with extra
care and that Investcorp, as aﬁ institution, has
confidence in them and is willing to share the same risks.
BUSINESS UNITS AND TRANSACTION STRATEGY

Investcorp has five distinct business units, as briefly
described below, which operate very closely with one
another.

Corporate Investment

Investcorp concentrates on arranging acquisitions and
enhancing the value of well established companies in North
America and Europe. Typically, these companies are
selected for their management team of proven ability, a
healthy cash flow, a substantial market share, and strong
asset backing.

Real Estate Investment

Investcorp targets commercial and residential properties
with good potential for value improvement in the leading
urban markets of North America and Europe. Close
attention is also given to the real estate opportunities

presented by each corporate investment opportunity.

Corporate Management

Investcorp's corporate management team is responsible for
investment evaluation, risk management, finance,

administration, and legal matters. The team coordinates




the firm's relationships with the world's leading
financial institutions.

Proprietary Trading

Investcorp invests and trades in marketable securities and-
financial instruments. It takes positions in the major
money, currency and bond markets as well as in derivative
instruments such as equity warrants, swaps, options and
futures.

Products for Placement

Investcorp offers its clients two means of investment.
They <can either invest directly in the -equity or
subordinated debt of specific transactions, or through a
series of managed funds, they can participate in a range
of Investcorp's investments, as well as in its trading
products.

As regards the Transaction Strategy, the bank follows the
following four stage approach:

i. Acquisition

Investments arranged by Investcorp draw on global capital
markets for debt financing and on company clients for
equity and subordinated debt.

ii. Placement

Investcorp offers investment opportunities to its clients
either through private placements in specific transactions
or through its managed funds.

iii. Management

During the holding ©period, Investcorp monitors each
investment and contributes to the enhancement of its value

through financial and strategic assistance.




iv. Value Realization

Investcorp selects the best opportunity to realize the
value 1in each investment either through a private sale,
public offering or recébitalization.

OWNERSHIP STRUCTURE

The "Investcorp Group" refers to Investment Bank E.C. On
November 1, 1990, the Investcorp Group completed a
corporate reorganization which made Investcorp S.A., a
Luxembourg company, the principal <financial holding
company 1in the Group. | The purpose of this corporate
reorganization was to shift the risk of the Investcorp
Group from Bahrain to Luxembourg. This was apparently a
move 1in responsé to the Kuwait crisis, triggered by the
Iragi occupation in 1990 that led to the Gulf War of 1991.
As a result of the reorganization, substantially all of
the assets and income generating capabilities formerly
owned by Investcorp Bank E.C. (exempt company) and 1its
subsidiaries were transferred to the control of Investcorp
S.A. Concurrently, Investcorp S.A. assumed substantially
all of the outstanding liabilities of Investcorp Bank E.C.

COMPANY CULTURE

In Kirdar’s office there is a metal mobile of men pushing
wheels which cause the assembly to turn tirelessly. "It
is the symbol of our work: if it stops, the entire machine
stops", he explains. "In fact the Chase years were very
crucial to forging the culture that now permeates
Investcorp, because they allowed us to create our own
culture, founded on the Dbedrock of the knowledge and

understanding we had of each other", says the President




and CEO. At a long evening of dinner, drinks and planning
prior to Investcorp's launch, Kirdar, Merritt, Hallack and
Cesmig, the quartet co-founders of Investcorp, swore they
Qould never allow bureaucracy - "Corporate Cancer'", as
they called it - to come into the bank.

Investcorp's planning and decision-making depends on

consensus and team play. Practically every decision and
every deal is a group effort. In their determination to
resist Dbureaucratization, the four founding partners

agreed not to give themselves titles and to adopt an
almost entirely horizontal management structure. The
fewer the layers, they reasoned, the less divisive the
internal competition might be. "We write the script
together and then get our kicks from playing the roles we
have been allocated," says Cesmig.

Kirdar's vision is to create an Anglo-Arabian investment
bank that will one day compare with a J. P. Morgan or a
Goldman Sachs in profitability, consistency, and corporate
identity. Like Kirdar, other partners seem to have
devoted themselves with an almost religious intensity to
building an institution that will endure long after they
have left for their well-compensated retirement. "Every
team needs a cause, and for us that cause is Investcorp”,
says Hallack. "We are building a whole culture, an
institution. Others can believe it or not - that is their
business - but we think we are building the Rolls Royce
of the industry. The money will come, if you are doing

it right".

10




ACQUISITION OF FIRMS: SELECTION PROCEDURE

The corporate investment teams based in New York and
London are primarily responsible for acquisition. The
members of the corporate 1investment group constantly
search for new companies to acquire In addition to
relevant information sources, such as potential sellers
and agents, the team members use their own contacts and
relationships within the industry to identify new
companies for adquisition.

Once the firms are identified, names of the most promising
ones are submitted to the senior members of the division
for further screening and consideration. At this stage,
the placement people are also kept informed so that they
can assess the possibility of "placement". At this stage,
the senior executives and other divisions also become
informed and involved so that a complete plan can be put
in place by the time an acquisition decision is made.

Thus, when the review Dby senior corporate investment
members and placement people has been completed and a
recommendation has been made for acquisition, the final
decision 1is then taken by a committee. At this stage, an
even more detailed analysis 1is made and implications are
assessed by different support people, such as project
management, financial management, lawyers, and tax people
in London, New York and Bahrain. Accordingly, when the
company decides to buy a company, the restructuring plan,
tax plan, placement plan, and funding plan are all in

place.
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PRIZE OF PARTNERSHIP

Rituals are used to reinforce the company's team culture.
Each January the firm all but shuts down so that the
partners can convene 1in Bahrain to conduct a month-long
"postmortem" on the year just past and prepare a broad
strategic forecast for the one under way. Each >group
within the bank - corporate acquisition, placement, real
estate, proprietary trading and fund management - presents
its scenario for the coming year. Ordinarily, the
partners huddle again for four days at an English
country hotel in May and then in September for updates.
In December, each partner fills out appraisal memos on the
other partners. "You start with yourself and write one on
each o0f the other partners- Kirdar included", explains
Cesmig, "..... appraisals of individuals, of the firm's
overall performance, what went wrong, what you did right,
how to do it better".

For those who can stand the hours and acculturational
activities, the prize of partnership offers a steadily
increasing stake in the firm. Partners began in 1982 with
7.5 per cent equity and their share had risen to 37.5 per
cent by 1993. They receive performance-based compensation
on top of the basic salary and a program whereby partners
themselves can take stakes of up to 20% in Investcorp
deals. Investcorp 1is known as a "hands-off" financial
banker that relies on existing management of acquired

companies to shape their own corporate strategy.
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PERFORMANCE

Exhibits 3, 4 and 5 provide the Income Statement, Balance
Sheet and Sources and Applications of Funds of
Investcorp. |

INSERT EXHIBITS 3, 4 AND 5 ABOUT HERE

In 1993 Investcorp achieved record earning of $67.3
million, an increase of 7.3% over 1992. Return on average

assets was 5.4% and return on average equity was 19.3%.
"Despite the generally depressed economic conditions and
the declining interest rates, 19893 was a good year for
Investcorp. Activities were diverse and ‘'more than
normal', with a total of six acquisitions completed during
the vyear," sald Elias Hallack, Co-Chief Operating
Officer.

The acquisition of Thorn Lighting, one of the world's
largest manufacturers of light fixtures, was valued at
about 180 million pounds sterling. "We also had a large
deal in the US. The Camelot Music acquisition was worth
about $400 million," said Mr. Hallack. Other acguisitions
in the US were Circle K, the country's fourth largest
chain of convenience stores, and American Blinds and
Wallpaper Factory. New acquisitions in Europe included
completion of the take-over of Gucci in Italy and Mondi
group in Germany.

"The firm's performance in 1993 is an excellent start to
its second decade," said president and chief executive
officer Nemir Kirdar. "Our mission is to continue to build
a reliable and profitable institution with a well-defined

market niche".




Total assets grew to $1.3 Dbillion in 1993, while
shareholders' funds moved up to $372.7 million from $323.1
million 1in 1992. However, for the proprietary trading
unit, théryear's financial results were disappointing and
the bank is now devoting more time and resources to the

further development of this line of business.

GEOGRAPHIC AND INDUSTRY CONCENTRATION OF ASSETS AND
ILIABILITIES

Exhibit 6 .provides details about the geographic and
industry spread of the firm's assets for both 1991 and
1992.

(I) Geographic Concentration:

Assets

At December 31, 1992, 56.6% of total assets were in North
America, 32.2% were 1in Europe, 9.1% were 1in the Middle
East and 2.1% were classified as “Other”, primarily Asia.
In the previous year, (December 31) 1991, 61.3% of total
assets were 1in North America, 28.6% were in Europe, 8.2%
were 1in the Middle East and 1.9% were classified as
“Other.” The $83 million, or 29.2%, increase in European
assets from 1991 to 1992 was primarily attributable to
increased inter-bank deposits and corporate acquisition
activity. The $21.9 million, or 26.8%, increase in Middle
Eastern assets was primarily attributable to increased
inter-bank deposits.

Approximately 90% of the firm's assets are concentrated in
North America and Europe. All of the firm's corporate and

real estate investment activities occur in these regions,
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as well as a substantial portion of its bank deposits and
marketable securities activities. The majority of
Investcorp's Middle East assets concern interbank deposits
and an office building in Bahrain.

Liabilities

At December 31, 1992, 4.2% of total 1liabilities were
reported in North America, 70.3% in Europe, 25.4% in the
Middle East and a nominal amount was classified as
“Other.” At December 31, 1991, 17.1% were reported in
North America, 67% in Europe and 15.9% in the Middle East.

(ii) Industry Concentration

Assets

At December 31, 1992, 43.3% of total assets were in
banking and finance, 19.2% were in retail, 13.2% were in
luxury merchandise, 6.8% were in real estate, 3.5% in food
processing, and 14% were 1in other categories. In the
previous year (December 31, 1991), 44.7% of total assets
were in Dbanking and finance, 21.2% were in luxury
merchandise, 7.3% were in real estate, 3.2% were in food
processing, and 9.4% were 1in other categories. The high
proportion of assets concentrated in both years 1in the
banking and finance sector was a result of the high level
of liquidity of Investcorp, with a significant portion of
total assets being invested in deposits with other banks.
The retail, luxury merchandise, real estate, and food

processing investments reflect Investcorp’s’ investment

activities. There was no material shift in assets
according to industrial concentration between 1991 and
1992.
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Liabilities

At December 31, 1992, 86.1% of total liabilities were due
to the Dbanking and finance industry. This sector was
responsible for 92.4% of liabilities at December 31, 1991.
Concentration of liabilities in this sector results from
the fact that most of the Investcorp’s liabilities are to
banks, either through receiving deposits from banks or
through borrowing under committed Euroloan facilities.

At December 31, 1992, 13.9% of total liabilities were due
to other sources; this had been 7.6% at December 31, 1991.
Other 1liabilities relate to dividends payable, accrued
interest and other payables, and a residual of other
deposits.

PERFORMANCE REVIEW

The performance of Investcorp during the decade of its
existence, has been outstanding. Investcorp’s four-
stages process (buying an asset, placing it with clients
and restructuring it, managing it efficiently to increase
its value, and finally selling it at a substantial profit)

has worked well up to now. However, the Gulf War in 1991

caused a short-lived fall off in performance. "In the
1980s, the return on investment was 60%-70%. In the

1990s, it will be more modest, around 153%", says Cesmig.
In the 10 years of its existence, Investcorp has completed
over 45 transactions, for a total wvalue of about $9
billion.

Investcorp’s keys to success are many including high
quality real estate operations 1in London, Boston, San

Francisco, and Washington. With regard to corporate

16




acquisitions, a policy of partnership is pursued with
existing management who are generally offered the
possibility of participating in the equity. Investcorp
always reserves at least 10% of their company’g equity for
itself. It therefore receives fees for placement
management and collects the profit oﬁrthe sale of its own
holdings. In addition, the non-partner employees share in
a company-wide business pool or bonus system based on
earnings above those needed to provide a 10% return on
paid-in capital to shareholders. "It makes evefyone feel
a part of the firm", says the CEO.

Investcorp functions in accordance with strict guidelines:
all investment proposals are submitted to a Management
Committee, and certain fields are resolutely avoided -
agriculture, o0il, raw materials, defence, gambling and
services. This leaves open broad fields of activity in
the food industry (such as Investcorp’s Carvel and Main
Street Dairy), distribution (Color Tiles, Sports Unlimited
shops, Fox Photo, Catherine's and Peebles) and even boats
(Bertram and Riva). The major transactions of Investcorp
appear in Exhibit-7.

INSERT EXHIBIT 7 ABOUT HERE

Each year about 300 acquisition proposals land on Kirdar's
desk. However, the bank would prefer to complete only 3

or 4 transactions per year of top quality. Investcorp

chooses with care. In real estate, it buys only prestige
buildings in THE best locations. The first purchase was
of Manulife Plaza 1in Los Angeles. Its acquisitions

usually have 1impeccable Dbrand names that amount to
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consumer franchises, such as Bertram boats and Peebles
department stores; Carvel ice cream stores are a perfect
fit with Investor’s Deltoid Foods dairy company. Color
Tile, 1Inc. 1s the largest floor covering chain in the
United States. France's Chalet Jewelry includes the well-
known Brevet Qatches. One of the earliest glamour deals
taken on by Investcorp was the Tiffany's acquisition in
1984, in which the firm reaped a 1200 percent return on
its equity stake that it sold some five years later.
COMPETITION |

There are many competitors in today's investment banking
industry. Although Investcorp is based in Bahrain, their
businesses are in Europe and North America. There 1is
direct or indirect competition from leading international
investment companies. These include Merrill Lynch,
Goldman Sachs, Nikko Investment Banking, Solomon Bros.,
Jardine Flemings, Morgan Security, Chase Manhattan, ABN-
AMRO, and Citibank. Most banks also have branches or
representative offices in Bahrain and other Middle Eastern
business centers. In order to raise fuﬁds or to place an
investment, some investment firms may approach the same
investors or clients. This means that Investcorp
shareholders or clients may well be approached by their
competitors for business.

In addition to international competitors, there are a
number of Arab banks which may become Investcorp's
competitors. Exhibit 8 shows that there are over two
dozen banks, larger than Investcorp in size, operating

from bases in the Middle East.
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INSERT EXHIBIT 8 ABOUT HERE

INVESTCORP’S ACQUISITICON OF SAKS FIFTH AVENUE

The deal that put Investcorp on the map was its purchase
of Saks Fifth Avenue in April 1990, when Britain's BRAT
Industries PLC sold off the New York based chain to fight
off a take over by Sir James Goldsmith.

In order to attempt a management buyout, Saks Chairman,
Melvin Jacobs, had approached Tobu Stores Co. of Japan for
capital, spurring a bid by Investcorp. Investcorp won
with a bid of $1.3 billion, $600 million of it being
equity from Arab investors. Saks' management team was
asked to stay on. Other bidders included such heavy-
weights as Neiman-Marcus, General Cinema Corporation, and
the retail competitor Dillard Department Stores, Inc. "I
went back to Mr. Jacobs", Kirdar recalled, "and said,
Let's turn the page; we still need you now. We have to
get going. We have to have present management determine
future management and attract the right talent to provide
continuity and fulfill the objectives."

Since the takeover, many months ago, Saks management,
buoyed by an equity share in the company and freed of the
BAT bureaucracy, have divested marginal departments, such
as credit cards and <children's wear, cut costs and
according to Kirdar, "did exactly what they said they
would do". Unfortunately the American economy was
entering a recession, like many other western economies,
so Saks fell short of its sales targets.

Instead of blaming his managers, Kirdar called them in and

asked what Saks’ nationwide chain of 48 stores could do to
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capitalize on Investcorp's financial strength in order to
fight back against retail competitors. The Jaccbs’ team
proposed a low-risk strategy of renting about 100
“boutique” selling points in high visibility locations.
These could be expanded if successful or closed down
quickly if not. The capital cost was to be $150 million.
Investcorp raised that amount from its clients and then
doubled it to reduce debt that was weighing down Saks’
balance sheet at 13 percent a year.

"We have made the company so solid that even if the
recession were to last a few years longer, we would not
have that debt burden and we would gain market share over
our competitors", said CEO Kirdar. "Even when we bought
it, Saks was profitable. If a company has no potential to
increase earnings, if it is just a cash cow, it does not
fit us". As far as Saks 1is concerned, the U.S recession
caused turnover to fall by 8% in 1991. A program of debt
reduction and transformation of all shops was undertaken
and shareholders were called on to provide $300 million
in February 19892. "The luxury industry has been
traumatized. However, we shall benefit from the difficult
conditions of this market, because our clients have the
ability to wait!” said Cesmig. "Although the original
maturity of the subordinated debt was ten years, Saks was
able to prepay the entire amount 1in only three vyears.
This move reflects good performance and the financial
standing of Saks and its ability to take advantage of the
current low interest rate environment to refinance its

high yield subordinated debt with a lower rate bank rate,"
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said Salman Abbasi,'a member of the Management Committee.
"Saks had been paying 13 percent interest on subordinated
debt and was able to refinance part of it with bank debt
at a rate of 5.5 to 6 percent.”

Richard Hylton of the New York Times commented on the Saks
acquisition: "

“Much of the success of the Saks’ deal can be
attributed to the high quality of the

properties, Investcorp's high reputation
among institutional investors, and the
conservative structure of the deal. The wvalue

of the underlying properties was appraised at
about $800 million while only $500 million in
notes were 1issued, and significantly, the
properties were appraised after the real
estate markets fell. Investcorp, which
retained Jones Lang Wotton as real estate
adviser from the pre-bidding process for Saks,
has essentially used the real estate of the
Saks chain to lower financing costs for the
acquisition. The first stage was getting
bridge loans. Then the collateralized mortgage
securities replaced the bridge financing sale-
leaseback deals for the various properties
that will further lower the cost of capital
replacing the mortgage notes.” (Source: The
New York Times, May 9, 1991.)

INVESTCORP'S ACQUISITION OF CIRCLE K

Investcorp Bank E.C. completed the acquisition of the
fourth largest U.S. convenience store chain, Circle K
Corp. in July 1983. The $399.5 million buyout of the
bankrupt chain was completed on 1its own behalf and on
behalf of a group of international investors along with
Circle K's operating management. Investcorp viewed Circle
K as being overburdened with debt in the late 1980s, as it
expanded rapidly. Circle K filed for bankruptcy in May

1990 and Investcorp applied to buy it in February 1992,
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An Investcorp official said the U.S. federal bankruptcy
court decided its bid was the most favorable.

With the acquisition, Circle K emerged from bankruptcy and
became a privately held compang with 2,500 stores, some
1,500 fewer than at its peak. Under bankruptcy the Court
had put in new management, which Investcorp is confident
will act more prudently. In any case it now has far less
debt burden, the company's senior <creditors having
received partial payment, whereas those holding
subordinated debt received nothing. "There are already
signs of improvement for Circle K", said Savio Tung, a
member of Investcorp's management committee. Circle K’'s
Board Chairman, Bart A. Brown Jr. said: "We are glad to
have the chance to compete again without the constraints
and inefficiencies of the bankruptcy process".

BATTLE FOR THE CONTROL OF Gucci

A fierce battle for control of luxury goods maker Gucci
was launched 1in the US courts and threatened to be as
passionate as the family rivalries which rocked the
Italian fashion house for more than a decade.

Investcorp owned 50 percent of Gucci and was seeking to
unseat the chairman and grandson of the founder, in order
to win control of his 50 percent stake, through two court
actions begun in New York in July 1993. Investcorp alleged
that several operating subsidiaries of what was once one
of 1Italy's greatest fashion house were "in or near
insolvency," due to the conduct of Maurizio Gucci.
Maurizio was the last remaining Gucci on the board, and

was the apparent victor in a fight for control of the 70
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year old company which set fathers, sons, brothers, and
cousins against one another in the 1980s.

Investcorp claimed that attempts to inject capital of
_between $50 million and $100 million, in return for a
controlling stake in Gucci, were rejected by Maurizio
Gucci. Investcorp sought to remove Gucci through an
arbitration procedure, alleging several violations of the
shareholder agreement drawn up in 1991, when Investcorp
increased its 47.8 percent stake to 50 percent. Gucci

allegedly had pledged shares to secure debts and borrowed

$800, 000 from Gucci America without Investcorp's
knowledge. Investcorp won a temporary order freezing
Maurizio Gucci’s 50 per cent stake for 10 days. The

action was taken following Investcorp's claim that he was
seeking to put his holding out of the reach of the bank,
which has the right of first refusal over Maurizio Gucci’s
50 percent share.

Investcorp alleged that in 1991 Gucci planned to auction
90 percent of his stake to pay off a judgment against him.
Questioned on how he managed to repay the debt at the
eleventh hour, without selling his shares, Gucci allegedly
said he had found the money under the floorboards of his
house after "being visited in a dream by the ghost of his
father," according to sources at Investcorp.

A spokesman for Investcorp said the decision to resolve
the dispute in court followed two years of discussions
with Gucci over managing the company. It was believed
that Invescorp offered Gucci the titular chairmanship as

long as it retained control of the day-to-day running of
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the company. It was rumored that Investcorp had
identified a number of possible replacements for Gucci. A
spokesperson for Gucci 1in Milan dismissed the initiative.
It was stated that arbitration procedure "can have no
influence on the Gucci group shares, which are and will
remain Maurizio Gucci's". “The company would continue to
be run normally” it was claimed.

Gucci had tried to rationalize the group's products and
rgeographical expansion, both o©of which had grown out of
hand in the 1980s. The aim had been to return the group
to 1its roots. as a producer of up-market accessories
(notably shoes and bags) and clothing, rather than to
attach its name to just any articles that might sell. The
number of authorized sales outlets was pared, with a sharp
reduction in stores which were not deemed sufficiently up-
market or suitably located to reflect the Gucci name. In
addition, the product range was purged. However, the
corporate and financial restructuring coincided with a
severe recession 1in the luxury goods market. Italian
newspaper readers were astonished in the summer of 1993 to
see discreet advertisements for an-end-of a season sale at
Gucci's flagship stores in Milan's Via Montenapoleone.

SOME DOUBTEFUL DEALS

Not all of Investcorp’s deals have been dazzling. A few
fizzled. For example, in 1988 Investcorp bought Burnham
Service Corp., a U.S. trucking distribution compény that
proceeded to lose several key accounts and stumble badly.
Then in 1991, the International Leisure Group in the U.K.,

in which Investcorp was a equity partner, went bankrurt.
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The latter was one of a few cases where Investcorp had
agreed to come in on another company's transactions, in
this case Banker's Trust. Although Investcorp somewhat
embarrassingly chose to feature the International Leisure
Group deal in 1its 1989 annual report, it had actually
cashed out all but SSO0,0bO of its original $35 million
equity-and-debt stake by the end of 1990, well before
Harry Good and his leisure empire crashed.

Contrary to its accepted business principle of getting out
of any deal at the end of three or four years, Investcorp
was not able to turn round or resell Chaumet, which lost
17 million French francs in 1991 (approximately 10% of its
turnover). It was necessary for Investcorp to inject
French francs 200 million more into Chaumet at the end of
1991, after having changed the management team.
Nevertheless, Kirdar expected to bring synergy into play:
Chaumet boutiques were to be opened in Saks Stores in the
U.S., and the Jjewelry company was to be repositioned
upward in the market for high-quality watches and
expensive jewelry.

THE FUTURE

Top management believes that Investcorp can withstand all
the hazards of the difficult economic situation of the
early 1990s: "We have the name, we have the clients, and
we know how to generate cash. If the cake is smaller,
what does it matter? Our share is growing at the expense
of others", says Kirdar. What seems to concern the
partners the most 1s how to ensure that Investcorp can

grow beyond the present generation of managers, while
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retaining its singular culture. Kirdar, for one, has
arranged for his shares to be passed on to his successor,
rather than automatically to a family member. "We have no
appetite to get much bigger than we are", says Merrit.
"But the <challenge 1is to get to the second or third

generation through the sixty professionals now on board".

SUMMARY AND CONCLUDING COMMENT
Investcorp has emerged as a classic success story of an
Arab owned financial institution operating in the hearts
of Europe and America. Although the bank 1is relative
smaller compared to the multinational investment banks,
its performance record has been outstanding during the
last 12 years of its existence. One of the major strengths
of Investcorp has Dbeen its competence. The senior
executives have been able to build a managemént team which
is the real asset of Investcorp. Because of its small
size, the bank has flexibility and they can make quick
moves. Their business portfolio (product-mix) and
geographical diversification have, however, remained the
same for a long time. There may be business opportunities
in the rapidly developing southeast Asian countries.
Lessons
The important lessons we derive from Investcorp are the
following:

i. Building a competent management team is a key to

success.
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ii. Top management’s vision, guidance and leadership
have provided the needed impetus for its success.

iii. Despite its decentralized structure, frequent and
close contacts among different divisions have also helped
the bank to operate speedily.

iv. The bank’s access to the region’s rich people and
business families has also enabled its management to move
ahead with business opportunities without the much worries
about their short-term profits.

Epilogue/Postscript

In 1994 Investcorp reached an agreement to purchase Star
Market, headquartered in Cambridge, Massachusetts, from
American Stores Co. and announced the appointment of Henry
Nasella as chairman and chief executive.

Star Market was founded%in 1815 and is today one of the
largest supermarket retailers in the greater Boston area.
The company owns 33 stores, of which 25 are supermarkets
of between 15,000-35,000 square feet each, and eight are
superstores of 40,000-60,000 square feet each.

In late 1994 Investcorp sold Thorn Lighting in the UK

which they acquired two years ago.
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Exhibit:

1l Board of Directors

H.E. Abdul-Rahman Salim Al-Ateeqi

Chairman of the Board

Chairman: Bahrain Middle East Bank; Islamic Finance
House Universal Holdings, Luxembourg,

State of Kuwait Public Service: Currently, Advisor to

H.H. The Amir of the State of Kuwait. Previously, Minister
of Finance; Minister of Finance & Qil; Under Secretary at
the Ministry of Foreign Affairs, Ambassador to USA;
Permanent Representative to the United Nations; Director
General of Kuwait Health and Medical Services; Secretary
General for the Police; Representative at the IMF/World
Bank; Islamic Development Bank; Gulf Organization for
Development of Egypt.

Ahmed Ali Kanoo

Vice Chairman

Member of the Executive Committee for Administrative Policy
Member of the Executive Committee for Investment Policy
Group Chairman: Yusuf Bin Ahmed Kanoo Group of
Companies which was established in 1890, and is one of
the largest and most successful commercial groups
Chairman: National Bank of Bahrain BSC; Bahrain Ship
Repairing and Engineering Company, Bahrain Hotels
Company.

Nemir Amin Kirdar

President and Chief Executive Officer

Founded and Established the INvesTcorRp Group

Director: INVESTCORP and its affiliated companies.

Public Service: Chairman of the Advisory Council, Center for
Contemporary Arab Studies, Georgetown University,
Washington, DC; Member of the Overseers’ Committee on
University Resources, Harvard University, Cambridge,
Massachusetts; Board of Trustees, Heart Research
Foundation, New York; Member of the Advisory Board,
School of International and Public Affairs, Columbia
University in the City of New York, New York;

Member of the Board of International Councillors, Member
of the Advisory Board of Governors - Global Forum:
Leadership 2000, Center for Strategic and International
Studies, Washington, DC; Member of the Visiting

Commuttee, Fordham University, New York; Member of the -

Visiting Commuttee. John F. Kennedy School of
Government, Harvard University, Cambndge,
Massachusetts. Member of the Board of Visitors, Edmund A.
Walsh School of Foreign Service, Georgetown Unuversity,
Washington. DC. Member of the Board of Trustees of The
London Philharmenic Trust, London.

Omar A. Aggad

Chairman, President or Managing Director: Aggad Investment
Co.. Aggad Medical Services & Supplies: Almultaka Trading
Est.; Alumimum Manufactunng Co.; Arabian Elevator &
Escalator Co.; Arabian Plastic Compounds; Arabian Plastic
Manufactunng Co.; Arabian Tile Co.; Gulf Motor Company:

Source: Company Annual Report

Hygienic Paper Co.; Integrated Systems Co.; National
Advanced Systems Co.; National Marketing Co.; National
Packing Products Co.; National Pigment Manufacturing Co.;
Rana Confectionary Products; Rana Investment Co,;
Refreshments Manufacturing Co.; Sappco-Texaco Insulation
Products Co.; Saudi Coating Co.; Saudi Plastic Products Co;
Saudi Continenal Insurance Co.; Saudi Industries for
Desalination Membranes & Systems; United Arab Motors.

Founding Director: Saudi British Bank.

Abdullah Taha Bakhsh

Member of the Executive Committee for Investment Policy
Chairman: TRACO Trading Engineering & Contracting
Corporation; Saudi Maritime Holding Co.; Bakhsh Kellogg
Saudi Arabia Ltd.; Medscan Terminal Company.

Director: National Pipe Co.; SA Zachary Contracting Co.;
Arabian International Mariume Co.; Saudi Company for
Hardware (SACO); Beirut-Riyadh Bank, London; Arabian
Gulf Investment Far East Lid., Hong Kong,

Kingdom of Saudi Arabia Public Service: Director (Rtd):
Department of Zakat & Income Tax, Ministry of Finance.

Mustafa Jassim Boodai

Member of the Executive Committee for Administrative Policy
Chairman: Boodai Corporation comprising: Boodai Trading
Co. Lid. WLL,; Hilal Bulk Company KSCC: Jassim
Transport and Stevedoring Co. WLL; Gulf Engineering
Company WLL; Boodai Aviation WLL; Boodai Construction
WLL

Board Member: Kuwait Insurance Company KSC.

Hussain Ibrahim Al-Fardan

Chairman of the Executive Committee for Administrative Policy
Chairman: Alfardan Group of Companies (Holdings) WLL,
comprising: Alfardan Jewellery Est; Ghadah Jewellery Co.
WLL,; Al-Manara Trading Co. WLL; Alfardan Exchange &
Finance Co. WLL

Vice Chairman: Gulf Publishing and Printing Organization
WLL

Managing Director: The Commercial Bank of Qatar Ltd.
Qsc.

Director: Qatar Insurance Company SAQ; Trading &
Agency Services WLL.

Faraj Ali Bin Hamoodah

Member of the Exccutive Commuttee for Investment Policy
President: Bin Hamoodah Group of Companies which 1s
active in the following areas: general trading and services:
automotive; contracting; manufactunng; dairy;
polypropylene; plastic; agncultural senices: investment and
management; oilfield services.

Chairman: Abu Dhabi National Co. for Building Matenals.

Director: National Bank of Abu Dhabi; Abu Dhabi Chamber
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Exhibit 1 contd.

of Commerce. Al ltuhad Publishing Est . Al Dhaira
Insurance Company

Unuted Arab Emirates Public Service. Member of the UAE
Federal Nauonal Council.

Mohammed Yousef Jalal

Chairman of the Executive Commuttee for [nvestment Policy
Chairman: Mohammed Y Jalal Group of Companies, a
trading and contracting group with worldwide interests;
Bahrain Tourism Company; Al-Ahli Commercial Bank.
Director: Government Import and Export Company; Bahrain
Airport Services.

Abdul Aziz Kanoo

Member of the Executive Committee for Administrative Policy
Deputy Chairman and Deputy CEO: Yusuf Bin Ahmed Kanoo,
Saudi Arabia.

Chairman: Saudi Arabian Industrial & Trading Est,
Dammam; Baroid Saudi Arabia Ltd, Dammam; Saudi
Arabian Lube Additives Co. Lid., Yenbu.

Vice Chairman: Gulf Vegetable Oil Company Lid, Dammam
Director: Yusuf Bin Ahmed Kanoo WLL, Bahrain; Norwich
Union Insurance (SA) EC, Dammam; Kanoo Terminal
Services Lid, Dammam; United Arab Shipping Agencies Co.
(SA), Dammam:; Saudi Formaldehyde Chemical Co. Lid.,
Jubail; Tourism Enterprises Co. (SHAMS), Dammam; Gulf
Union Insurance Co,, Saudi Arabia, Dammam; Dhahran
International Exhibitions (Dhahran Expo).

Board Member: Chamber of Commerce & Industry, Eastern
Province; Saudi Public Transport Co., Riyadh.

Juma Al-Majid

Chairman: Juma Al Majid Group of Companies, a major
trading, contracting and manufacturing group in the UAE.
Vice Chairman: Emirates Bank International Ltd., Dubai.
Director: Dubai Chamber of Commerce & Industry, Dubai.

Ahmed Abdullah Al Mannai

Member of the Executive Committee for Investment Policy
Chairman: Mannai Corporation Ltd., Doha, which includes:
Mannai Trading Co. Ltd.; Mideast Constructors Ltd.; Mansal
Offshore Ltd ; Mannai Marine Co. Ltd.; Manweir Ltd.;
Technical Services Ltd.; Mannai Investment Co., London;
Mannai Auto & Trading Co,, Riyadh; International Motors
and Trucks Trading Co. Lid,, Jeddah; Mannai Engineering
Co. Lrd., Bahrain; Mannai Trading Co. Ltd., Cairo;. Mannai
Moscow Enterprise, Moscow.

Director: Qatar Insurance Company; Gulf Publishing &
Printing Organization.

Dr. Nasser Ibrahim Al-Rashid

Chairman: Rashid Engineering, Engineering Consultant to
the Custodian of the Two Holy Mosques, King Fahad Bin
Abdul Aziz.

Abdul Rahman Ali Al-Turki

Member of the Executive Commuttee for Administrative Policy
Crairman and CEQ" A.A Turk: Group of Companies, Saudi
Arabia. which has business interests in construction, manne,
ol and gas. chermical and petrochemical industnes,
industnal senices and commercial acuvittes. ATCO
Development Inc., Houston; ATCO Development Lid..
London; East & West Greup, services, manufactuning and
trading; Saudi Danish Construction; Redland Industnal
Services; Arabian Business Forms; Saudi Company for
Chemical Products (TURKI CHEMICALS); Auto Marketing
Company: Honeywell Turki Arabia Ltd.; Marine and
Transporation Services (SAUDIA) (MATSS); Keller Turki
Company Ltd.

Director: National Committee of International Chamber of
Commerce; Dhahran International Exhibitions; Glass Fiber
Technological Industries Co. Ltd. (FIBERTECH); various
international companies.

Kindom of Saudi Arabia Public Service: Ministry of
Communication; Saudi Government Rail Road; King
Abdulaziz Port; Chamber of Commerce in the Eastern
Province.

Mohammed Abdullah Al-Zamil

Member of the Executive Commuttee for Investment Policy
Chairman and CEO: AH. Al-Zamil Group of Companies
which engages in: steel and aluminium fabrication, air-
conditioning, nails, screws and food manufacturing, plastics,
glass production, marble design and installation, furniture
and stained glass window production, industrial powder
coatings, operations and maintenance, general trading and
agency representation.

Chairman: Grindlays Bahrain Bank BSC(c); Savola Bahrain
Company.

Director: Bahrain [slamic Bank BSC(c); Bahrain Tourism Co.;
Saudi Cement Co.; Gulf Union Insurance Co.; Al-Boustan
Commercial Center Co,, Cairo; lfabanque SA, Paris.

Khalid Rashid Al Zayani

Member of the Executive Committee for Administrative Policy
Group Chairman: AlZayani Investmernts Group of Companies
which has interests in banking, insurance, property, hotels,
industry, joint ventures, services and trading,

Chairman: AlZayani Investments WLL; AlZayani Hotels
Corporation; AlZayani Commercial Services WLL, Bahrain
Commercial Services WLL (AVIS); Midal Cables Ltd.;
Alutec; Aluwheel WLL (Joint Venture with BBS, Germany);
Gulf Closures WLL (Joint Venture with Alcoa, USA); Gulf
Telespazio (EC).

First Deputy Chairman & Chairman Of Executive Committee:
Bahrain Islamic Bank.

Board Member-Member of Executive Committee: Bahrain
Islamic Investments; National Motors Co.

Board Member: Bahrain Kuwait Insurance Co., Bahrain
Commercial Facilities Co.




Exhibit:

2 Management Committee
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-

Erias N. HaLrack
Co-Chiet Operaning Officer
A founding executve of INvESTCORP
35 vears commercial and investment
banking experience. Previouslv with
Chase Manhattan Bank. ISM Program,

Harvard Universicy.

MicHaer L MerriTr

Co-Chier Operating Officer
Founding ind first executive 1o join
INVESTCORP. 15 vears commercial and
investment banking experience.
Previously with Chase Manharuan
Bank. MBA, New York University;
BS Management, New York Casversity:
ISM Program, Harvard University.

SALMAN A. AsBast

Investment Placement
31 vears commercial and
wvestment banking experi-
ence. Previousiv with
Chase Manhattan Bank.
BBA Marketing, City
Universitv of New York.

Wittiam W. Franz

Corporate Inzvestment
26 vears commercial and
investment banking
experience. Founded
Prudential Asia. Previously
with Chase Manhartan
Bank. MBA. University of
Michigan: BA Economcs,
New York University.

Yuser Asu KHADRA

Investment Placement
23 years commercial and
wnvestment banking expen-
ence. Previously with
Morgan Stanley, Ciubank
and Banng Bros. MBA,
Michigan Sate University;
BBA Finance, American
University of Beirut.

RoserT V. GLaser

Corporate Investment
28 vears commercial and
nvestment banking
expenence. Previousiv with
Chase Manhartan Bank.
MBA, New York
University; BA, Suate
Uaiversity of New York at
Butfalo.

PuiLip Buscouse

Corporate Invesiment
18 vears investment bank-
ing expenience. Previously
with Lehman Brothers,
Klenwort Benson and
Price Waterhouse. MA
Economics, Cambndge
University; Fellow of Inst.
of Chartered Accountants.

Asout K. JaLiap

Investment Plicement
24 vears commercial and
investment banking experi-
ence. Previousiv with First
Nauonal Bank of Chicago.
MBA. American University
ot Washington, D.C.;
BBA Business. American
University of Beirut.

d T

LiNDa A. Cates

Funds Managemen:
{8 vears commercial and
investment banking expen-
ence. Previously with
Ciobank Private Banking
and Chase Manhartan Bank.
MBA, NYU: BS American
Studies, Willamerte

University, Oregon.

Lawrexce B. KessLer
Corporate Management

20 vears legal expenence.
Previously with The News
Corporation, Beker
Industnes, Westinghouse
and Dewey Ballantine.
MBA. Columbia; JD.
Harvard Law School; BA,
University of Michigan.

Cex N. Cesmie

Corporate Investmens
A founding executive of
INVESTCORP. 21 vears bank-
ing expenence. Previousiv
with Bankers Trust Com-
panv. MBA, University of
Chicago: BA Econ,
Universite de Neuchatel;
SMP, Harvard Universry.

Paut W. Sotparos

Corporate Invessment
18 vears commercial and
nvestment banking expen-
ence. Previously with Man-
ufacturers Hanover Trust
Co. and Chase Manhacuan
Bank. MBA, The Whanon
Schook: BA Econ..

University of Wisconsin.

Dr. LzE R. THOMas, 111
Proprietary Trading

11 vears expenence in risk

management and macroeco-

nomuc analysis. Previously

with Goldman Sachs, Chase

Manhartan Bank and

Citibank. PhD and

BA Economics, Tulane

Savio W. Tune

Corporate Investment
22 vears commercial and
investment banking
experience. Previously with
Chase Manhartan Bank.
BS Chemical Engineering,
Columbia Universiey.

Joun A. THomPsON

Real Estate Investment
24 vears real estate
experience. Previously with
the Abu Dhabi lavestment
Authonty and Richard
Ellis. BSc Estate
Management, London
University. Fellow of The

Proressor G. MayNarp
Economuc Consultamt
Visiting Professor at Univ.
of Reading. Previously
with Chase Manhatan
Bank; Economic Advisor.
U.K. Treasury; Consuitant
to U.K. Foreign Office and
World Bank. PhD and BSc

University.

Roval Institution of
Chartered Survevors.

Source: Company Records

Economics. London School
of Economics.
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EXHIBIT -3

Consolidated Statements of Income and Retained Earnings

For the year ended December 31, 1993

(8 in thousands) 1993 1992 1991 1990 - 1989
STATEMENT OF INCOME
Interest Income 71,489 71,635 91,967 113,965 73,117
Interest Expense (44,458) (49,243) (62,813) (80,602) (55,283)
Net Interest Income 27,031 22,392 29,154 33,363 17,834
Net Other Income 80,148 73,189 51,598 65,887 59,929
Operating Income 107,179 95,581 80,752 99,250 77,763
General & Administration Expenses (39,893) (32,846) (28,562) (32,942 (25,981)
NET INCOME FOR THE YEAR 67,286 62,735 52,190 66,308 51,782
STAT—EMENT OF RETAINED EARNINGS
Balance at beginning of the year 157,548 118,703 89,138 55,480 31,582
Net Income for the Year 67,286 62,735 52,190 66,308 51,178
224,834 181,438 141,328 121,788 83,164
Transfer to General Reserve 6,729 6,273 5,129 7,481 5,178
Transfer to Statutory Reserve - - - 7,481 5,178
Proposed Dividend : 15,000 15,000 15,000 15,000 15,000
Directors' remuneration 1,362 1,362 1,362 1,362 1,493
Charitable Contributions 1,346 1,255 1,044 1,326 1,035
24,437 23,890 22,625 32,650 27,384
BALANCE AT END OF THE YEAR 200,397 157,548 118,703 89,138 55,480

'Source: Company Annual Reports




As at December 31, 1993

EXHIBIT - 4
Consolidated Balance Sheet

INVESTCORP BANK E.C.

(8 in thousands) 1993 1992 1991 1990 1989
ASSETS

Cash and Short-term funds 10,157 6,164 5,802 7,492 1,701
Deposits with banks 298,771 302,114 311,674 327,907 353,995
Marketable Securities 101,013 83,461 31,788 17,535 40,337
Accounts receivable 189,282 168,236 55,803 58,603 49,333
Investment Trading Account 284,281 186,663 305,806 240,235 179,711
Accrued interest and other assets 30,750 44,864 28,279 31,570 15,944
Investments 366,259 312,827 222 880 229,051 140,253
Fixed assets 57,997 35,405 31,809 31,552 32,616
TOTAL ASSETS 1,338,510 1,139,734 993,841 943,945 813,93
LIABILITES

Deposits from banks 123,892 106,292 94 012 119,905 225,489
Other deposits 167,222 160,021 162,563 131,279 89,391
Proposed dividend 15,000 15,000 15,000 15,000 15,000
Accrued interest and other payables 79,669 47302 51,465 66,990 69,461
Medium-term facilities 580,000 488,000 392,800 367,554 220,000
TOTAL LIABILITIES 965,813 816,615 715,840 700,728 619,341
SHAREHOLDERS' FUNDS

Share Capital 100,000 100,000 100,000 100,000 100,000
Share Premium 4,079 4,079 4,079 4,079 4,079
Statutory Reserve 25,000 25,000 25,000 25,000 17,519
General Reserve 43,221 36,492 30,219 25,000 17,519
Retained Earnings 200,397 157,548 118,703 89,138 55,480
TOTAL SHAREHOLDERS' FUNDS 372,697 323,119 278,001 243217 194,597
Total Liabilities & 1,338,510 1,139,734 993,841 943 945 813,938

Shareholders’ Funds

Source: Company Annual Reports




Exhibit: 5 Sources and Applications of Funds

Consolidated Statement of Source and Application of Funds

INVESTCORP BANK E.C.

For the vear ended December 311993

i3 1n thousands) 1993 1992
Source of Funds

From operations:

Net income for the year 67,286 62,735
Charges not requiring current outlay of funds:

Depreciation 4,070 3,638
Total generated from operations 71,356 66,373
Other sources:

Deposits with banks 3,343 9,560
Investment trading account - 119,143
Accrued interest and other assets 14,114 -
Disposal of fixed assets 159 478
Deposits from banks and other deposits 24,801 9,738
Accrued interest and other payables 29,689 -
Medium-term facilities 92,000 95,200
Total sources 235,462 300,492
—
Application of Funds
Cash and short-term funds 3,993 362
Marketable securities 17,552 51,673
Accounts receivable 21,046 112,433
Investment trading account 97,618 -
Accrued interest and other assets - 16,585
Investments 53,432 89,947
Purchase of fixed assets 26,821 7712
Dividends paid 15,000 15,000
Accrued interest and other payables - 6,780
Total applications 235,462 300,492

Source: Company Annual Report 1993




Exhibit: 7 Ten Years at a Glance

1983

@ INVESTCORP's first fiscal vear lasted 18 months, beginning with incorpor-
ation in July 1982 as a public company in Bahrain.

# ;35 Founding Shareholders, drawn from all six countries of the Arabian
Gulf, provided 79.5% of the formation capital in units no larger than half
a percent each. An allocation of 7.5% was reserved for purchase by the
Firm’s management. The public offering was 1,400 times oversubscribed.

@ A 17-member Board of Directors was ¢lected, all prominent businessmen
in the Gulf.

® The Firm’s first transaction was to arrange the purchase of half of
Manulife Plaza, a prime office building in Los Angeles, sold three years
later to a Japanese investor.

¢ A&W Brands, a soft drink company in the U.S., was the first corporate
investment.

1984

@ INVESTCORP's new office building in Manama was formally opened in May
by His Excellency Shaikh Khalifa bin Salman Al Khalifa, The Prime
Minister of the State of Bahrain.

@ A second office was opened at 65 Brook Street in Mayfair, London.

# The acquisition of Tiffany & Co., New York, was arranged. Equity and
subordinated debt were later placed with INVEsTCORP’s clients in the Gulf.
The Tiffany Building was sold to a U.S. investor.

1985

@ INVESTCORP arranged the purchase of Bertram and Trojan, the luxury US.
boat companies, together with Riva, a similar company in Italy.

@ An interest in U.K. timber group Mallinson-Denny was acquired.

@ The Trading line of business was initiated.

& INVESTCORP launched its first two proprietary investment funds.

1986

@ Mueller Co., a manufacturer of pumps and hydrants, was the largest
acquisition to date. Other acquisitions arranged in the U.S. included
Pecbles department stores and Club Car, a manufacturer of golf carts.

¢ A&W Brands was sold to a private group.

@ The Firm’s paid-in capital was doubled, from $50 million to $100 million.

# A group of leading international banks participated in a Eurodollar credit
facility of $50 million, the first to be arranged on behalf of iNvEsTCORP.

1987

@ The initial public offering of Tiffany on the New York Stock Exchange
was completed. A high return to investors was achieved.

# Real estate projects commenced in Boston, San Francisco and Washington D.C.

@ Catherines, a women’s wear retailer, and Fox Photo, a photofinishing
company, were acquired in the U.S.

# Breguet, the Swiss watchmaker, Chaumet, the French jeweler, and Thecla,
an aluminium extrusion company, were acquired in Europe.

Source: Company Annual Report 1992




Exhibit 7 contd.

1938

# Four investments were sold: Club Car, Mueller, Bertram-Trojan and Riva,

® The year’s acquisitions arranged by INVESTCORP were Burnham Service Cor-
poration, Main Street Dairy and New York Department Stores, Puerto Rico.

® Beverly House, a residential development overlooking Regent'’s Park,
London, was completed and sold. A building on Bond Street was
acquired and sold two years later.

@ INVESTCORP established an office at 280 Park Avenue, New York.

1989

@ INVESTCORP arranged the acquisition of 50% of Guecio Gucdi, ltaly’s
best-known name in luxury goods.

# The purchase of an equity interest in Computacenter, the largest systems
integrator in the UK., was arranged.

® In the US, INVESTCORP arranged the acquisition of the Carvel ice-cream
company, Sports & Recreation, a sporting goods retailer, and Color Tile,
the leading domestic specialty retailer of floor coverings.

@ Pecbles department stores was sold.

# The Firm expanded its trading business using advanced computer-driven
methods. Managed funds linked to trading products were introduced.

1990

@ In April, INVESTCORP arranged the acquisition of Saks Fifth Avenue, its
largest and most complex transaction to date. Within a few months, the
majoriry of the equity and subordinated debt was placed with clients in the
Gulf. An innovative real estate financing was completed by the year-end.

# As the number of professional staff continued to increase, the
management’s share of INVESTCORP's ownership was raised to 37.5%.
This level was reached in three phased installments.

1991

¢ No new acquisitions were arranged. The emphasis was on strategic,
financial and managerial support to all portfolio companies. Protecting
the value of its clients’ investments became the Firm’s priority as the
worldwide recession deepened.

# A three-year $250 million Eurodollar term facility was arranged with 21
prime international banks, the fifth such syndicated financing arranged for
INVESTCORP i six years.

& Fox Photo and Thecla Industries were sold.

1992

@ INVESTCORP's tenth year was its second most profitable.

¢ Catherines was sold in the United States. An initial public offering of
Sports & Recreation was well received by the market.

# $300 million new equity was raised for Saks.

@ INVESTCORP arranged the acquisition of a substandal interest in Mondi,
the fashion group, its first transaction in Germany.

® The Firm's staff rose to almost 200. Transactions over the ten-year period
reached a toul acquisition value of $5.5 billion.




Exhibit: 8 30 Top Arab Banks

Top 30 Guif bank results, 1993

(5 million)

% CHANGE CAPITAL/ASSETS % CHANGE NET % ctance
Baxx COUNTRY ASSETS ON 1992 EQurry RATIO ON 1992 PROFITS ON 1992
Arab Banking Corporation Bahrain 18.433 -5.0 1608 87 19.2 171.0 7
National Commercial Bank Saudi Arabia 17.659 5.0 1,854 10.5 4.0 134.3 18
Riyad Bank Saudi Arabia 13,980 5.0 1.847 13.2. 48 199.2 88
National Bank of Kuwait Kuwait 10,948 10.0 1,080 9.9 -2.0 175.0 25
Saudi American Bank Saudi Arabia 10.541 4.0 866 8.2 18.8 253 4 4
Arab Nauonal Bank Saudi Arabia 8,653 13.0 642 7.4 -5.1 132.2 29
Gulf Investmnent Corporauon Kuwait 8,555 13.0 913 10.7 4.5 128.5 59
Al Rajhi Banking & Investment Corp  Saudi Arabia 7,636 8.0 1,017 133 00 2396 24
Gulf International Bank Bahrain 7.172 13.1 528 7.4 2.6 88.2 39
Natonal Bank of Dubai CAE 6.314 8.7 964 153 109 78.5 -15
National Bank of Abu Dhabi UAE 6.270 -5.2 500 8.0 14.3 40.6 31
Al Bank Al Saudi Al Fransi Saudi Arabia 6.151 0.3 650 10.6 5.0 90 70
Saudi Britsh Bank Saudi Arabia 6,080 10.0 668 11.0 77.4 107.6 S0
Qaur National Bank Qatar 4,195 30 576 13.7 7.9 74.0 12
Saudi Cairo Bank Saudi Arabia 4.153 15.7 424 10.2 8.9 57.1 60
Gulf Bank Kuwait 4.143 48 199 120 0.8 603 18
Saudi Hollandi Bank Saudi Arabia 4.032 11.7 313 78 5.4 48.1 34
Kuwait Finance House Kuwait 3.832 4.6 195 5.1 378 129.6 332
Abu Dhabi Commercial Bank CAE 3,542 22.8 381 10.8 316 449 38
Emirates Bank International CAE 3.245 49 kY2 11.6 11.5 673 11
MashreqBank UAE 3.006 83 310 103 5.1 68.4 21
United Saudi Commercual Bank Saudi Arabia 2,787 13.4 290 10.4 16.9 708 Z7
Bank of Kuwait & the Middle East Kuwait 2.590 9.1 226 8.7 7.6 133 150
Burgan Bank Kuwait 2,556 -133 470 18.4 19.5 18.1 -56
National Bank of Bahrain Bahrain 1.953 129 231 118 4.1 433 37
Bank of Bahrain & Kuwait Bahrain 1,719 0.3 191 111 5.8 26.6 11
Saudi Investment Bank Saudi Arabia 1.668 18.8 97 5.8 -1.8 16.0 46
Dubai Isiamuc Bank CAE 1,527 149 73 4.7 -13.0 46 8
Investcorp Bahrain 1.339 17.4 373 279 -1.4 673 7
Apicorp Saudi Arabia 1.266 8.1 559 4.2 6.2 270 )

Source MEED
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