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The best gift for an investor:
A new idea.
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When navigating today’s markets, you need an investment partner with fresh insights. If you are looking
for fantastic investment opportunities, we have a proven record of generating great new ideas for our
clients. Invest in Turkey with us and discover how our innovative approach can help you!

M FINANS ASSET MANAGEMENT A FINANSINVEST

www.finansassetmanagement.com www.finansinvest.com
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Established on 16 May 1995, the Federation of Euro-Asian Stock
Exchanges (FEAS) today has 34 stock exchange members and
16 affiliate members in 30 countries.

MEMBERS

Abu Dhabi Securities Exchange
Amman Stock Exchange

Bahrain Bourse

Baku Interbank Currency Exchange
Baku Stock Exchange

Banja Luka Stock Exchange

Belarusian Currency and Stock Exchange
Belgrade Stock Exchange

Bucharest Stock Exchange

Bulgarian Stock Exchange

Damascus Securities Exchange
Egyptian Exchange

Eurasian Trade System Commodity Exchange (ETS)
Georgian Stock Exchange

Irag Stock Exchange

Istanbul Gold Exchange

istanbul Menkul Kiymetler Borsasi*
Karachi Stock Exchange

Kazakhstan Stock Exchange

Kyrgyz Stock Exchange

Lahore Stock Exchange

Macedonian Stock Exchange

Moldova Stock Exchange

Mongolian Stock Exchange
Montenegro Stock Exchange

Muscat Securities Market

NASDAQ OMX Armenia

Palestine Exchange

Sarajevo Stock Exchange

Tehran Stock Exchange

Tirana Stock Exchange

“Toshkent” Republican Stock Exchange
Turkish Derivatives Exchange (TurkDEX)
Zagreb Stock Exchange

AFFILIATE MEMBERS

Association of Certified Capital Market Professionals (ACCMP)

Association of Futures Markets (AFM)

Central Securities Depository of Iran

Macedonian Central Securities Depository

Merkezi Kayit Kurulugu

Misr for Clearing, Settlement & Central Depository

MSM Brokers Association, Oman

National Depository Center of Azerbaijan

Securities and Exchange Brokers Association of Iran (SEBA)

Securities Depository Center (SDC) of Jordan

Takasbank - ISE Settlement and Custody Bank, Inc.

Tehran Securities Exchange Technology Management Company (TSETMC)
The Association of Capital Market Intermediary Institutions of Turkey (TSPAKB)
Arab Federation of Exchanges (AFE)

Swiss Futures and Options Association (SFOA)

The South Asian Federation of Exchanges (SAFE)

* The name of Istanbul Stock Exchange has been changed to Borsa Istanbul as of April 3, 2013 but as this Report was conducted, the name was still istanbul Menkul Kiymetler Borsas!.
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ibrahim Turhan
Chairperson of FEAS

The effects of Global Financial Crisis have
continued throughout the whole World during
2012. The world economy has expanded by
3.2% corresponding to a slowdown when
compared to 4.4% growth in 2011. The global
economy is expected to grow by 3.3% and
4.0% in 2013 and 2014, respectively. While

the growth in advanced economies has been
1.2%, emerging and developed markets has
grown by 5.1%. The expectations regarding the
advanced economies reflects the relative weak
recovery, namely the growth is expected to be
around 1.2% and 2.2% in 2013 and 2014. On
the other hand, the momentum within emerging
markets seems to continue with expected
output increase of 5.3% in 2013 and 5.7% in
2014 according to IMF predictions. In the short-
run, risks associated with Euro-area appear to
continue. On the other hand, in the medium
and long term, the strategies of central banks
to cease excessive liquidity injections and fiscal
policies that would appropriately reduce public
debt will be main dominant factors that are
going to shape future performance of the World
economy.

In terms of capital markets, according to the
WFE data, the volume of equity transactions in
member exchanges has decreased by 22.5%
with a total amount of US$ 49 Trillion. The
volume of derivatives transactions dwindled
as well by 20%. The total volume of equity
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As we close our 16th year, we look to the
future with a renewed sense of purpose
and a detailed strategy for achieving our

goals.

and interest rates contracts has been 14.9
billion during 2012. The downward trend in
volume can also be observed in terms of ETFs,
securitized derivatives, and bonds transactions.

Given this remarkable decline in the volumes
worldwide, the interactions among stock
exchanges became much more crucial. In this
respect, FEAS initiative is one of the leading
models integrated markets creating a common
shield for economic turbulences while trading
the mutually beneficial products.

In its eighteenth year of operation, FEAS
accomplished some noteworthy events such
as the first Summit which has been hosted

by Borsa Istanbul on May 20 just before

the Working Committee Meeting. Several
members presented their countries’ investment
opportunities towards the Foreign and local
investors in the audience.

During 2012, FEAS continued the On-Site
Training Program where 10 member exchanges
have applied to send their colleagues for a
two-week program, hosted by Tehran Stock
Exchange. Also, the First Executive Board
Meeting and Working Committee Meeting held
in Istanbul, Turkey in May, together with the
Working Committee; FEAS General Assembly
Meeting and Executive Committee Meeting was
held in Sofia, Bulgaria on September 2012.

| also would like to take this opportunity

to extend my heartfelt thanks for their
contributions to Finans Asset Management, Is
Investment, and Tayburn Kurumsal, for making
this publication possible.

The future outlook for our markets seems to
depict that our member markets continue

to provide competitive and viable financing
options to both government and private
sectors, while enhancing operations through
technology and expanding the services offered
to market participants. We surely continue to
focus on the areas of increased transparency
through investing in infrastructure and
developing regulations to promote stronger
environmental social governance. The efforts
of all our Task Force Members will surely

play a vital role in achieving our objectives
through their commitment and hard work and
the Secretariat for maintaining our cohesive
organization. As we close our 16th year, we
look to the future with a renewed sense of
purpose and a detailed strategy for achieving
our goals.
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FEDERATION OF EURO-ASIAN STOCK EXCHANGES

ORGANIZATION

The Federation of Euro-Asian Stock Exchanges
(FEAS) was established with its head quarters
in Istanbul on 16 May 1995 with 12 founding
members, and it has grown to 34 members
and 16 affiliate members in 30 countries as a
not-for-profit organization. Membership in the
Federation is open to exchanges in Europe and
Asia as affiliate membership is available for post
trade institutions and dealer associations in the
same region.

The governing body of FEAS is the General
Assembly, comprised of all 34 member
exchanges and 13 affiliate members. The
Assembly meets once annually in a member
country to discuss major issues concerning the
operations of FEAS. The purpose of the meeting
is to decide upon changes in the Charter and
by laws, its annual budget and to approve its
activity and financial reports as well as the Audit
Report. The Executive Board, made up of 11
members, is responsible for the development of
Federation policies, making major administrative
decisions, as mandated by the General
Assembly, approving the content and scope

of tasks assigned to the Working Committee,
and making recommendations to the General
Assembly.

The administration of the Federation is entrusted
to the Secretary General, who is appointed

by the General Assembly and whose office is
situated at the headquarters of the Federation.
Secretary General reports directly to the
Chairperson.

MISSION STATEMENT

The mission of FEAS is to help create fair,
efficient and transparent market environments
among FEAS members and in their operating
regions.

FEAS aims to minimize barriers to trade through
the adoption of best practices for listing, trading
and settlement. Federation also supports
promoting linkages among members for cross-
border trading.

In accordance with the Mission Statement,
5-year Strategic Objectives are set up to ensure
compliance with the long term mission of the
Federation. These objectives are:

Objective I: Promote good “corporate
governance” for exchanges, brokerage
companies and listed companies. Facilitate
timely disclosure of material events to achieve
transparency through effective dissemination of
information.

Objective II: Encourage convergence among
FEAS Members in their: listing requirements,
trading rules technical infrastructure and
settlement cycle.

Objective Ill: Promote mechanisms for reliable,
transparent and uninterrupted securities trading
and settlement.

Objective IV: Create greater recognition
and visibility for the region’s securities and
investment opportunities both locally and
internationally.

Objective V: Encourage the listing of
“investment grade” securities in the respective
home markets of the Region.

Objective VI: Encourage foreign investor
participation in Member Markets

Obijective VII: Promote linkages among

the Region’s: intermediaries, data vendors,
settlement and custody institutions, exchanges;
and also encourage cooperation among
Region’s Regulators.

Obijective VIII: Promote and encourage
research activities and training for FEAS
Members and their personnel.

Objective IX: Assist Members of FEAS to
increase financial literacy through public
awareness.
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FEAS PROJECTS AND ACTIVITIES
This section highlights the summary of
continuing programs and the activities of the
Task Forces during 2012.

FEAS ONSITE TRAINING PROGRAM

The Federation of Euro-Asian Stock Exchanges
(FEAS) launched an onsite training program

in cooperation with its members in Turkey. The
primary objective of the program is to provide
participants with hands-on experience in peer
institutions after a week long training program.
The training will enable the participants to gain
insight and perspective on different levels of
the securities working environment. Further, the
participants will be able to mingle with each
other in exchanging views and ideas. Trainees
will be assigned mentors by the sponsors
during the hands-on practice.

At the end of the program, the mentor will
conduct a report documenting the participant’s
activities and commitment whereas the fellow
will be asked to write a detailed report reflecting
the value-addedness and relevance of the
program. Each participant will be awarded

with a certificate signed both by FEAS and the
sponsoring institution.

The first group of 10 different members were
trained in Istanbul in December 2011, where
IMKB hosted and sponsored the Onsite training.

The second group of 10 different members were
trained in Tehran on November 2012, where
Tehran Stock Exchange hosted and sponsored
the program.

It has been decided during the Executive Board
Meeting that, the third Onsite Training Program
will be hosted by Egyptian Exchange in Egypt in
September 2013.

CONTACT INFORMATION
As seen in the photo (from right to left)

Ms. Ege Adalioglu, Deputy Secretary General - egea@feas.org

Mr. Mustafa Baltaci, Secretary General - mustafa.baltaci@feas.org

Ms. Aydan Bal, Coordinator - aydanb@feas.org

Website www.feas.org

B FEAS region ‘

E-mail secretariat@feas.org

FEAS

FEDERATION OF EURO-ASIAN
STOCK EXCHANGES

2
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BILATERAL INITIATIVES PROGRAM

The Federation supports a fully funded bilateral
visits Program to facilitate visits of personnel of
FEAS members with each other for the purpose
of exchange of information and experience on
specific topics of interest to both parties. Almost
all Federation members have now participated
in this program, which continues during 2012.

In 2012, 12 bilateral trainings have been
successfully completed.

FEAS INDICES

Three indexes were launched in June 2009;

a composite, and two regional sub-indexes.
The Dow Jones FEAS Indexes are designed to
underlie index-linked investment products such
as funds and structured products. Dow Jones
FEAS Composite Index currently includes a
number of component stocks in 11 member
exchanges. In November 2011 a blue chip
investable index was launched called the Titans
50. The index universe is defined as all stocks
in the Dow Jones FEAS Composite Index.
Exchanges represented in the index are: Abu
Dhabi (UAE), Aimaty (Kazakhastan), Amman
(Jordan), Banja Luka (Bosnia and Herzegovina),
Belgrade (Serbia), Bucharest (Romania), Cairo
(Egypt), Istanbul (Turkey), Karachi (Pakistan),

Manama (Kingdom of Bahrain), Muscat (Oman),

Nablus (Palestine), Sarajevo (Bosnia and
Herzegovina), Skopje (Republic of Macedonia),
Sofia (Bulgaria) and Zagreb (Croatia). The 50
Blue Chip companies which are in the index
were selected based on a ranking which is
calculated by weighting each stock’s float-
adjusted market capitalization at 60%, sales/
revenue at 20% and net income at 20%. The top
50 stocks by final rank are selected as index
components.

REVENUE AND EXPENSE REPORT

In line with the decisions of the 17th General
Assembly, the FEAS Secretariat conducted
the revenue and expense survey again in 2012
covering the financials of 2007 and 2011. The
R&E Report of 2008-2012 will be conducted
during the General Assembly in November
2013.

WORKING COMMITTEE

In 2012, members convened twice to hold
working committee meetings. During the
meetings in Istanbul on May 25, 2012

reports were presented by the task forces
including Rules and Regulations and Dealers
Associations Task Forces. Updates were also
provided by the Secretariat on the status of the
FEAS Publications, FEAS Marketing Exhibition
taking place during the WC and FEAS History
Movie updates, Bilateral visits, Draft Financial
Report 2012, FEAS Index and Calendar of
Events.

Bulgaria Stock Exchange hosted the working
committee meetings in Sofia on September

20, 2012, prior to the General Assembly.

The Secretariat provided the members with
information on the latest activities mandated by
the working committee participants. Also the
statue has been revised and updated.

Task Forces

There are 2 task forces focusing on various
sectoral topics. Each task force is steered by a
member who is expected to provide guidance
to task force members in producing studies on
sector-related issues. The activities which have
been undertaken by the task forces in 2012 are
as follows:

Task Force 0901 - Rules and Regulation (Led
by the Bulgarian Stock Exchange)

During the meeting in Sofia, the Task Force (TF),
members discussed and provided feed-back
on the completed Rule Book. Together with 2
revisions, it was further decided that the work
of the task force should be broader than just
the PoMSaR and that other areas should be
explored for them to concentrate on, such as
coordinating the responses of FEAS members
to the IOSCO consultation reports.

Task Force 1001 - Dealers Associations
Affiliate, (Led by TSPAKB)

The Task Force has created a draft survey on
investor complaints. This survey has been sent
out to all members including exchanges, post
trade institutions and dealer’s associations. The
survey based on the report has been conducted
by the Leader of the Task Force. It was further
decided that this survey was conducted among
exchanges only, since there is only a limited
number of dealers’ association member of
FEAS. The exchanges were encouraged to send
the survey to financial intermediaries.

It was noted that it would be very useful to have
a set of standards or principles for dealing with
investor complaints. The task force agreed

to work on producing such a set of high level
principles that would be both clear and broad
so as to be applicable across different regions.

The Cross Market Interest survey will be
conducted again because of the limited
response received. The Egyptian Exchange
and the Amman Stock Exchange will assist in
this survey both in encouraging members to
respond and in compiling the results. It should
be further noted that the Egyptian Exchange
and Amman Stock Exchange are now members
of this task force.

FEAS MEETINGS IN 2012

WORKING COMMITTEE & 24TH EXECUTIVE
BOARD MEETINGS ON MAY 25, 2012 -
ISTANBUL, TURKEY

The first working committee meeting of 2012
was held in Istanbul, Turkey on the 25th May,
2012 at the invitation of the Borsa Istanbul.

The 24th Executive Board Meeting was held

on the 25th of May following the WC meeting.
The Working Committee focused on issues
mandated by the General Assembly in 2011 and
the Secretariat prepared a report for participants
to discuss.

ANNUAL REPORT JUNE 2013

WC & 25TH EXECUTIVE BOARD MEETING
AND 18TH GENERAL ASSEMBLY MEETING -
SEPTEMBER 20-21, 2012 - SOFIA, BULGARIA
The 18th Annual General Assembly of FEAS was
held in Sofia, Bulgaria on September 21, hosted
by the Bulgaria Stock Exchange. The Working
Committee and 24th Executive Board meeting
were also held prior to the General Assembly.

PUBLICATIONS & INFORMATION
FEAS Library: The Library can be accessed
through the Publications drop down menu
on the main page at www.feas.org or
through this link: www.feas.org/Library.
aspx. The FEAS Library is open to experts
and organizations with financial market
related material. If you would like to make
a submission to the FEAS Library, please
send your electronic files and links to the
FEAS secretariat at secretariat@feas.org.

* FEAS Year Book (FEAS BOOK) &
Magazines (INTERFEAS): This publication
of annual activities of the Federation and
information on its members, began in
1997 and is available electronically on
the website: www.feas.org/Publications.
aspx?Get=Annual%20Report&t=Pubs

* FEAS Website: The FEAS website was
re-launched very recently and can be found
at www.feas.org. Then the site, including a
new FEAS Statistics Page, was renewed.
The new site contains a new home page,
more concentrated emphasis on FEAS
member data with profile pages, cross
member comparisons on statistical data,
historical data and a News Center with
headlines from member markets.

SUBSCRIBE

To subscribe for the electronic version of FEAS
publications, please go to www.feas.org and
click on subscribe. Subscriptions include
monthly notifications of statistics and newsletter
updates, as well as advance notice of FEAS
events and activities.

CONTRIBUTORS
Contributor sites can be seen on the FEAS
website at: www.feas.org/Contributors.cfm

Finans Asset Management
www.finansportfoy.com

Is Investment
www.isinvestment.com

Tayburn
www.tayburnkurumsal.com
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Mustafa Baltaci
Secretary General of FEAS

2012 Market Activity in the Region:

The FEAS Region contains 34 member
exchanges and 16 affiliate members
(represented by clearing and settlement
institutions, dealer’s associations and regional
federations) in 30 countries.

As of December 2012, the number of traded
companies admitted to listing only, in FEAS
member markets reached a regional total

of 6,306 and market capitalization reached
US$ 705,726.2 million showing an increase
of US$ 83,981.5 million or 11.0% over 2011.
The FEAS region over the last 5 years has for

2013 CALENDAR OF MEETINGS

April 28-30
5th International Orientation Course on Islamic
Capital Markets, Tehran, Iran

May 1-2
First National Corporate Governance Conference
(Achieving Iran’s Development Vision), Tehran, Iran

May 7-10

7th International Exhibition of Exchange,

Bank & Insurance (Finance Industry & Investment
Fair “FIIF"), Tehran, Iran

May 23
Spring Working Committee Meeting, Sarajevo,
Bosnia & Herzegovina

May 24
SASE Annual Meeting
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As of December 2012, the number of traded
companies admitted to listing only, in FEAS
member markets reached a regional total
of 6,306 and market capitalization reached
US$ 705,726.2 million showing an increase
of US$ 83,981.5 million or 11.0% over 2011.

the most part grown consistently with a break

in that pattern in 2009 due to the aftermath of
the global crisis in 2008. We can see that the
effects of the crises were more strongly felt in
2008 as compared to 2009 thru 2012 although
equities have not shown a full recovery we do
see improvement in the fixed income market.

In 2012 Equity EOB Turnover was US$ 426,934
million. The 5-year statistical comparison shows
that markets are providing stronger listings with
greater transparency, and that market forces
continue to push toward issuer quality versus
material privatization quantity. The average daily
trading volumes in the stock segment continued

June 8
Kazakhstan Stock Market Presentation Day

June 18
Euromoney Events for Borsa - Istanbul Euroasian
Financial Forum, Istanbul, Turkey

September 19
OIC, Istanbul, Turkey

September 20
Turkish Arab Capital Markets Forum

September 25-27
SFOA 34th Birgenstock Meeting, Geneva,
Switzerland

to grow over the last 5 years 22% increase in
2013 in terms of number of shares traded. The
regional figures show a shift in trading from
Stocks to Bonds and other instruments as t-bills,
currency, repo/reverse repo and derivatives

In addition, the development in the FEAS
markets can be seen through results in the
adjusted annualized return on member indices.

*For individual member statistics, please go to the statistics
section at the end of the Report.

September 30
BIFEC (Borsa Istanbul Finance and Economy
Conference)

October 16-19
23rd Zagreb Stock Exchange and 7th Fund
Management Conference

November
Celebration of the 20th Anniversary of Kazakhstan
Stock Exchange

December 1-4
General Assembly & Executive Board of Directors
Meeting & Working Committee, Muscat, Oman
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TRADED VALUE AND VOLUME
Number of Average Average Market Cap.
Equity Total Average trades in Daily number Fixed Daily Fixed |Fixed Income | Fixed Income / comp.
Turnover Daily Equity |equity shares| of tradesin | Income EOB | Income EOB | Number of |Average Daily| admitted to Number of
(EOB) Turnover (EOB) equity Turnover Turnover Trades Number of listing only | Companies
2012 (US$ mio) (US$ mio) | (in thousands) | (in thousands) |  (US$ Mio) (US$ Mio) | (in thousands) Trades (US$ mio) Traded
January 29,768 1,654 34,808,380 1,947,322 25,316 1,406 62 3 75,414,818 4,980
February 39,138 2,190 62,003,970 3,468,754 46,362 2,594 57 3 74,629,294 5112
March 40,475 2,233 59,335,600 3,273,688 24,042 1,326 54 3 75,820,494 5,071
April 37,391 1,988 58,706,460 3,120,609 21,630 1,150 56 3| 691,602,250 4,442
May 36,068 2,043 73,135,870 4,142,209 27,632 1,565 54 3 68,232,841 4,314
June 29,362 1,692 71,214,830 3,862,499 26,829 1,455 53 3 70,715,719 3,790
July 28,377 1,639 81,336,380 4,698,130 29,653 1,713 61 3 71,758,881 4,085
August 45,488 2,446 37,357,090 2,009,121 28,597 1,538 61 4 64,667,352 3,911
September 30,698 1,997 33,355,520 2,169,465 21,031 1,368 88 5 61,037,425 4,456
October 30,769 1,813 45,976,320 2,709,470 18,297 1,078 68 4 67,019,894 6,908
November 38,728 2,133| 115,019,560 6,334,984 19,669 1,083 92 6 66,422,340 6,323
December 40,672 2,428 74,931,880 4,473,545 10,143 606 54 3 70,572,679 6,306
Total 426,934 2,013| 747,181,860 3,517,483 299,201 1,407 760 4

BROAD STOCK INDEX RETURN - 2012 VS. 2011
(%)
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Kyrgyz SE
Lahore SE

Macedonian SE
Moldovan SE
Mongolian SE

Montenegro SE
Muscat SM

NASDAQ OMX Armenia

Sarajevo SE
Tehran SE

Palestine Exchange

Toshkent RSE
Zagreb SE
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FEDERATION OF EURO-ASIAN STOCK EXCHANGES
BLUE CHIP INDEX PERFORMANCE - 2012

Belgrade Stock Exchange e istanbul Menkul Kiymetler Borsas! e Bucharest Stock Exchange
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AVERAGE DAILY TRADING VOLUME-STOCKS

AVERAGE DAILY TRADED VOLUME 2012
MEMBERS OVER US$10 (US$ million)
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AVERAGE DAILY TRADED VOLUME 2012
MEMBERS BTW US$ 1.1-10.0 (US$ million)
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IS INVESTMENT
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Erdal Aral
General Manager

IS Investment was established in 1996 as the
investment banking arm of Isbank Group in
Istanbul. IS Investment provides a wide array of
financial services to local and foreign investors,
including Corporate Finance, Investment
Advisory, Asset Management, Brokerage and
Research.

IS Investment owns 99.79% of Camis Online,
70% of IS Asset Management, 74% of Efes NPL
Asset Management, 26.5% of IS Investment
Trust, 29% of IS Private Equity, 6% of Turkish
Derivatives Exchange and Maxis Securities Ltd
is a full subsidiary of IS Investment in London.
Also another full subsidiary IS Investment Gulf
Ltd has been operating in Dubai.

With its largest individual and institutional client
base, IS Investment has 10 branches in Ankara,
Bursa, Izmir, Adana, Istanbul (6 branches) and
two representative offices in Almaty-Kazakhstan
and Istanbul-Suadiye. In addition to this, IS
Investment has a strong and widespread
distribution network through the agency of
about 1200 Isbank branches distributed in

IS Investment represents a large and
commanding presence in the Turkish
investment market, reflected in its

transaction volumes.

various industry, business and residential
centres all over Turkey.

IS Investment, representing approximately

1/3 of the sector with its TL 4.2 billion asset
size, reached TL 68.7 million consolidated

net income in 2012. IS Investment represents
more than 20% of the market with its AuM size
of TL 13.1 billion. IS Investment (ISMEN) went
public in May 2007 and the first investment
house rated & granted with a credit rating of
‘AAA(tur)’ with stable outlook by Fitch Ratings
in December 2012. In addition to that IS
Investment is the only investment house that
has a corporate governance rating. Evaluating
the corporate governance practices under the
regulations of the CMB, JCR Eurasia Rating
has assigned 8.87 points out of 10 (AAA (Trk) /
Distinctive) for the overall level of compliance.

IS Investment represents a large and
commanding presence in the Turkish
investment market, reflected in its transaction
volumes, ranking first not only in the Borsa
Istanbul (BIST) Equity Market since 2003,

but also in the Turkish Derivatives Exchange
(TurkDEX), since the foundation of the market in
2005. The company presents its investors the
opportunity to make transactions both in Turkey
and more than 30 different stock exchanges

in the world by means of the online trading
platform TradeMaster developed in 2007.

IS Investment also provides a wide range of
corporate finance services including Public
Offerings (equity and bond), Mergers &
Acquisitions, Private Sector Advisory, Project
Finance Advisory and Private Equity Advisory.
Isbank since 1988 and IS Investment since its
foundation together acted as the lead manager
in 67 public offerings. With 28 equity public
offerings totalling up to 8.8 million TL since its
establishment and 64 debt market instruments
(bonds, bills, ijara sukuk) reaching 18.1 million
TL since 20086, IS Investment dominates the
sector with a market share* of 34% and 23%
respectively and thus, IS Investment is the
leader in the market in terms of both size and
number of transactions. Also since 2000, IS
Investment has completed 97 M&A deals

Full Range of Investment Banking Services
Brokerage

Investment Advisory

Asset Management

Research

Widest Client Base

are our agent

Largest Assets Under Management
Management

Volume Leader

#1 in Stock Market

#1 in Derivatives - TurkDEX

#1 in Eurobond Transactions™*

*among brokerage houses

Shareholders’ Equity
US$ 465 Million

Rating
AAA (Trk) / Distinctive by JCR Eurasia Rating

Corporate Finance: IPOs, M&As, Strategic Planning

Largest domestic network - more than 1,200 Isbank branches

TL 13.1 billion ($ 7.3 billion) mainly through subsidiary Is Asset

Only Brokerage House with a Credit Rating
National Long-Term AAA (Tur) / Stable Outlook by Fitch Ratings

Only Brokerage House with a Corporate Governance

FACTS AND FIGURES

Date of Establishment
Registered Capital
Issued Capital
Shareholders’ Equity)
Assets

Free-Float

Staff

Branches

Representative Office
Agents

Ownership Structure
Isbank

Is Factoring

Is Leasing

Camis Investment Holding
Free Float

Subsidiaries*

Maxis Securities Limited

Camis Online

IS Asset Management
IS Private Equity

IS Investment Trust
ELIDAS

TurkDEX

Yatirim Finansman Securities.

IS Investment Gulf Ltd. Dubai

Efes NPL Asset Management

* Subsidiaries in which IS Investment has more than 5% shares. IS Investment has also shares in
Growing Enterprise Market Automatic Quotation, IS REIT, ISE Settlement and Custody Bank Inc. and

December 18th,1996

TL 300 million

TL 286 million

TL 465 million

TL 4.2 billion

29.32%

436

Adana, Ankara, Bursa, Izmir, Istanbul
(Akaretler, Kalamig, Levent, Maslak,
Yenikoy, Yesilkoy)

Suadiye (Istanbul), Aimaty (Kazakhstan)
More than 1,200 Isbank branches

65.65%
2.43%
2.43%
0.17%

29.32%

IS Investment’s Share

100.00%

100.00%
99.79%
74.00%
70.00%
29.01%
26.47%
10.00%

6.00%
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with more than US$ 9 billion total deal size - a
number rendering the Company as the leading
investment bank as per the M&A league
rankings.

Also known with its pioneer role and innovative
reputation in the sector with new products and
market tools; IS Investment launched the first
hedge fund in Turkey, in November 2008. IS
Investment has been the first local investment
house to issue warrants, IS Warrants were
listed in Borsa Istanbul Warrant Market

in December 2010. Moreover, offering its
corporate bills in April 2012, IS Investment is the
first investment house in Turkey that issued its
own debt instruments. Recently, IS Investment
performed the first public TRY sukuk issue from
a corporate issuer, marking the opening of

the TRY domestic sukuk market for corporate
issuers.

IS Investment has won several awards,
including in the category of Euromoney Awards
for Excellence “Best Equity House" in 2007
and 2008, “Best M&A House” in 2009, and
“Best Investment Bank” in 2010 and 2011. IS
Investment was given “Financial Advisor of the
Year in Turkey” award by FT/mergermarket in
2010; and “Best Investment Bank in Turkey”
award by EMEA Finance in 2011 and 2012. IS
Investment was also given the prize in “The
Company with the Highest Rating Score in
Board” category by Corporate Governance
Association of Turkey (TKYD). Is Investment was
deemed for 5 consecutive years “Turkey’s Most
Admired Investment House” according to the
results of Turkey’s Most Admired Companies
Survey from Capital magazine. In addition

to those, IS Investment was selected one of
the best ethic companies in Turkey by Turkish
Ethics Values Center Foundation (EDMER).

In 2012 IS Investment is...

e BIST Equity Market leader, with US$ 52.7
billion trading volume and 7.6% market
share.

» TurkDEX Market leader with US$ 66.3 billion
trading volume and 14.8% market share.

» Securities L/B Market leader with US$ 1.1
billion trading volume and 33.2% market
share.

» BIST Debt Securities Market Outright
Purchases and Sales Market, place third
among brokerage houses with US$ 6.4
billion trading volume and 12.4% market
share.

* BIST Foreign Securities Market leader
among brokerage houses, with US$ 135.2
million trading volume and 0.2% market
share.

Since its establishment, IS Investment’s
International Capital Markets Division has
been providing direct access to financial
markets around the globe through its extensive
counterparty network. Dedicated assistance
by the industry’s top professionals have
allowed IS Investment'’s clients to have a
better understanding and a broader view of
investment products to achieve their goal of a
well-diversified portfolio.

As a direct consequence of the unconventional
measures taken by the major central banks,
global markets continued their steady
recoveries through 2012, reaching closer

to their pre-Lehman crisis levels. However,

as the sentiment towards the economic

data continued to be fragile throughout

2012, investors remained on alert with their
confidence towards the markets still hang by

a thread. As there is no risk free country in the
World set by the examples in the European
Union Member Nations and the United States
losing its prized AAA rating, once again we
were reminded the importance of diversification.
Thus, availability of alternative investment tools
for individual investors has become crucial in
order to benefit from such volatile movements
and reduce the portfolio risk. Due to the
extensive global markets coverage by a team
of professionals, and a wide array of investment
products, IS Investment’s clients continue to
position themselves at the right place at the
right time.

IS Investment has been investing heavily on
improving product mix in order to satisfy the
needs and spread out the portfolio risks of
its clients. As the on-going developments
globally continue to be on the foreground

of investor’s attentions, IS Investment has
already had an ever increasing activity in these
markets. IS Investment has direct market
access capabilities through the major equity
and derivative exchanges around the World
and also has execution facilities to emerging
markets like in Middle East and CIS region. In
equity markets, IS Investment’s activities are
not only limited to secondary market trading
as we also provide means for its clients to
participate in primary issues all around the

ANNUAL REPORT JUNE 2013

World and chance to invest through options
rather than directly in cash markets. In fixed
income markets, IS Investment was rated

as one of the top Turkish financial institution
based on the transactions booked outside

the exchange while being awarded the Co-
Manager position in Is Bank’'s US$ Eurobond
and Republic of Turkey’s first Sukuk issuance.
With a counterparty network of more than a
hundred institutions around the World, not only
IS Investment’s concentration relies purely on
Turkish Eurobonds, but also on high grade
credits as well as credits from emerging market
economies like Kazakhstan, Brazil, Russia.

Even though the markets continued their
recovery mode in full swing, events like the US
election created market volatility which kept
the opportunities knocking while increasing the
appetite towards exchange-listed derivative
instruments. In order to facilitate its clients’
needs for these leveraged instruments, IS
Investment launched TradeMaster International
in the beginning of 2007, which is giving
execution capabilities in major equity markets
and more importantly in futures markets like
CBOT and CME. Also, through Is Investment’s
experienced traders, corporate clients can
access London Metal Exchange (LME) and the
Baltic Exchange in order to hedge their physical
market exposures. Recent trends within the
industry have facilitated leveraged Forex
trading to be regulated by the Turkish Capital
Markets Board. Upon validation of statutes, IS
Investment became one of the first financial
institutions with a market-making license to
provide leveraged Forex trading capabilities

to its retail and corporate clients. As a result,

IS Investment officially launched TradeMaster
FX (TMFX) trading platform at the beginning of
2012, quickly becoming the undisputed market
leader in terms of volumes traded.

Rating ourselves by far as the top Turkish
institution in international capital markets, not
only IS Investment will work on improving its
abilities in organized exchanges around the
World, but also will pursue to provide access
to opportunities in emerging economies to its
clients whom IS Investment made believe the
importance of diversification with a little kick in
it.

* market share as of 31st of December 2012

CONTACT INFORMATION
IS INVESTMENT

Is Kuleleri, Kule-2 Kat: 12, 4. Levent 34330 Istanbul-Turkey
Tel: +90 212 350 20 00 Fax: +90 212 350 20 01 www.isyatirim.com.tr / www.isinvestment.com

For International Capital Markets
For Turkish Capital Markets
For Almaty/Kazakhstan Rep. Office

Contact Name Mr. llkay Dalkilic
Contact Name Mr. Serkan Aran
Contact Name Mr. Samad Azimov

Tel. +90 212 350 2314
Tel. +90 212 350 2324
Tel. +7 727 258 1309

iS INVESTMENT. @

E-mail idalkilic@isinvestment.com
E-mail saran@isinvestment.com
E-mail sazimov@isinvestment.com
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FINANS ASSET MANAGEMENT

Finans Asset Management is the leading
Exchange Traded Fund (ETF) provider in

Tolga Kotan

Executive President

Finans Asset Management, a subsidiary of
Finansbank, is the leading Exchange Traded
Fund (ETF) provider in Turkey. In addition

to Exchange Traded Funds, Finans Asset
Management also manages mutual funds,
pension funds and discretionary portfolios for
high net-worth individuals and institutions.

Investors’ needs and expectations have been
changing rapidly following the unpleasant
memories of recent turmoil in global financial
markets. Investors now seek financial

products that offer flexibility, transparency,

ease of transaction, cost efficiency and safety.
Changing investor needs have already started
to shape the future of financial products.
Finans Asset Management, an issuer of many
innovative financial products, has a strong
commitment to play a significant role in shaping
the future of investment services in Turkey.
Award winning Exchange Traded Funds offered
by Finans Asset Management attract high
foreign investor interest with many advantages,
such as diversification, core holding, flexibility,
continuous pricing, transparency, ease of
transaction and ease of operations.

Turkey.

Exchange traded funds have become a
major tool for investors to invest directly in the
performance of equities, fixed income assets,
commodities and currencies, etc. Clearly,

an exchange traded fund congregates the
key features of traditional mutual funds and
individual stocks. ETFs represent a variety

of securities that track specific indices, like
index mutual funds. Also, ETFs can be traded
throughout the trading day.

ETFs can be traded in a single transaction
through any brokerage house with access to
the Istanbul Stock Exchange.

Retail investors can buy and sell ETFs through
internet banking, telephone banking, etc.

ETFs are also investment instruments that can
provide instant exposure to a wide range of
securities. Investors can diversify their portfolio
by choosing an index ETF rather than taking
concentrated risks by purchasing individual
securities. ETFs reduce costs and can be
traded with a narrow spread. Management fees
are also lower for exchange traded funds. ETFs
are priced based on their Net Asset Values,
and investors can follow the price moves

continuously during trading hours. Moreover,
ETFs’ holdings are published on a daily basis.

Finans Asset Management launched the first
exchange traded fund in Turkey in 2005 with the
Dow Jones Istanbul 20 ETF. Since then, Finans
Asset Management launched 5 more ETFs
covering gold, Turkish equities and Turkish
Government Fixed Income. In an attempt to
meet investors’ increasing demand, Finans
Asset Management launched the GUMUS
Istanbul Silver Type B Silver Exchange Traded
Fund, the First Silver ETF in Turkey that provides
exposure to the performance of silver, and
Dolar Exchange Traded Fund, the First ETF

in Turkey that provides exposure to US$/TRY
parity, on May 2, 2012.

With its expertise and commitment to exchange
traded funds, Finans Asset Management will
continue to expand its product portfolio and
geographic presence in the near future.

CONTACT INFORMATION

Contact Name Mr. Tolga Kotan

3 FINANSPORTFOY

E-mail tolga.kotan@finansportfoy.com Website www.finansportfoy.com
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IST30

www.ist30.com

Finansbank A.S. ISE 30
AType ETF
Underlying Index: ISE National 30 Index

Fund Name:

Inception Date: 07 April 2009
Management Fee: 0.73% (Annually)

Finansbank A.S. ISE 30 Type-A Exchange Traded
Fund is the first financial instrument providing
exposure to ISE National 30 Index with a single
transaction. IST30 consists of stocks that are
mostly invested in by foreign investors. Unlike
index mutual funds, IST30 can be traded by any

DJIST

www.djist.com

EOW JORES I ATANBULAD

Fund Name: Dow Jones Istanbul 20
AType ETF

Underlying Index: Dow Jones Turkey Titans 20

Inception Date: 14 January 2005

Management Fee: 0.73% (Annually)

DJIST is an exchange traded fund consisting of 20
blue-chip stocks listed on the ISE. The fund offers
institutional investors the ability to gain exposure
to the Turkish Capital Markets with a single
transaction.

BANKA

BANKA

AR EET LABCH. (AP BEWEE BT

www.tr-banka.com

Fund Name: Turkey Large-Cap Bank
A Type ETF

Underlying Index:  DJ Turkey Large-Cap Banks
Index

Inception Date: 01 September 2009
Management Fee: 0.73% (Annually)

BANKA is an exchange traded fund consisting

of six banks’ stocks with the highest market
capitalizations on the ISE. With BANKA, investors
can participate in the performance of six Turkish
banks’ stocks with a single transaction.

GT30

Finansbank A.$. GT-30
AType ETF
Underlying Index:  GT-30 Index

Inception Date: 03 November 2010
Management Fee: 0.73%(Annually)

www.gt-30.com

Fund Name:

Finansbank GT30 Type-A Exchange Traded Fund
is based on GT-30 Index. It includes equities of 15
prominent companies trading on the ISE in Turkey
and 15 trading on the ATHEX in Greece.

brokerage house. Additionally, IST30 has lower INAV* Ticker Trading Codes

transaction costs. Bloomberg: DJIST Tl Bloomberg: DJIST Tl INAV* Ticker Trading Codes
Reuters: DJIST Reuters: DJISTLIS Bloomberg:  BNKTR Tl Bloomberg: BNKTR Tl

INAV* Ticker Trading Codes Reuters: BNKTR Reuters: BNKTR.IS

Bloomberg: IST30 TI  Bloomberg: IST30 Tl

Reuters: TRIST30 Reuters: IST301.IS

GT30 FBIST GOLDIST

FBISI

TRE inTaANBUL B@ND ®

www.fbist.com.tr

FTSE Istanbul Bond FBIST

B Type ETF

Underlying Index:  FTSE Turkish Lira
Government. Bond Index

Inception Date: 24 October 2007

Management Fee: 0.51% (Annually)

Fund Name:

FTSE Istanbul Bond ETF is an exchange traded
fund allowing investors to gain direct exposure to
a basket of Turkish Fixed Income Securities. FBIST
can be traded on the ISE with a single transaction.

GOLDIS

Www.goldist.com.tr ATARNBUL ALTIN BOREL TATIRIE FO!
T S

BELE I P AiPS BELS TATieN P

Fund Name: Istanbul Gold B Type ETF
Underlying Index: Istanbul GOLD Exchange
Traded Fund Index
Inception Date: 28 September 2006
Management Fee: 0.47% (Annually)

GOLDIST is the first gold Exchange Traded Fund
in Turkey. The fund provides exposure to gold
with a single transaction. As it is listed on the ISE
and traded like a stock through any banks and
brokerage houses, GOLDIST provides ease of
transaction to investors. The fund also eliminates
the storage problem of gold. GOLDIST holdings

WWW.QUMUSIECOM 37w admds sowsa vaTimim £5

Fund Name: Istanbul Silver B Type Silver

Exchange Traded Fund

Underlying Index: Istanbul Silver Type B Silver
Exchange Traded Fund
Index

Inception Date: 02 May 2012

Management Fee: 0.47% (Annually)

GUMUS is the first silver Exchange Traded Fund in
Turkey. The fund provides exposure to silver with

a single transaction. As it is listed on the ISE and
traded like a stock through any licensed banks
and brokerage houses, GUMUS provides ease of
transaction to investors. The fund also eliminates
the storage problem of silver. GUMUS holdings
are physically held at the Istanbul Gold Exchange.
GUMUS offers 100% replication.

INAV* Ticker Trading Codes
Bloomberg: GMSTR Tl Bloomberg: GMSTR TI
Reuters: GMSTR  Reuters:  GMSTRfIS

INAV* Ticker Trading Codes >

Bloomberg:  GT30TI  Bloomberg: GT30 Tl INAV* Ticker Trading Codes grgfg?g{cgf"%rzei%g(;:r::gﬁg?gﬁlv Gold Exchange.

Reuters: TRGT30  Reuters: GT30f.IS Bloomberg:  FBIST Tl  Bloomberg: FBIST TI

Reuters: FBIST Reuters: FBISTLIS INAV* Ticker Trading Codes

Bloomberg:  GLDTR Tl Bloomberg: GLDTR TI
Reuters: GLDTR Reuters: GLDTRf.IS

GUMUS ; DOLAR [:Q:)I_AR ETFTURKEY.COM

.""g

www.dolartrcom L _TEEARUEY UiDTEY BT
ey -

v BB B P AeELd dntiae

Fund Name: U.S. Treasury US$TRY
B Type Exchange Traded
Fund

Underlying Index:  US Short Term Treasury
Bond Index

Inception Date: 02 May 2012

Management Fee: 0.37% (Annually)

The First ETF in Turkey that provides exposure to
US$/TRY parity. DOLAR Exchange Traded Fund
tracks the US Short Term Treasury Bond Index.
Investors can trade the US Dollar with a single
transaction through any brokerage house with
access to the Istanbul Stock Exchange.

INAV* Ticker
Bloomberg: US$TR Tl
Reuters: ETFUSS$TRY Reuters:

Trading Codes
Bloomberg: US$TR Tl
USSTRL.IS

For more information about Finans Asset
Management's exchange traded funds visit
www.etfturkey.com

facebook.com/ETFTurkey

’ twitter.com/ETFTurkey

*For all the communication information of
Exchange Traded Funds, visit www.cmb.gov.tr,
Capital Markets Board of Turkey
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TAYBURN

The power of knowledge

Ediz Usman
Founding Partner & Client Relations
Director

Tayburn Group

With 34 years of experience in international as
well as European markets, Tayburn Ltd (UK) is
the biggest corporate communication company
in Scotland and one of the top-10 in the United
Kingdom. It has been 18 years since we began
blending Tayburn’s know-how with our own
knowledge of the local market and putting
them to work in the service of clients. For nearly
two decades we have developed and offered
productive, high-quality, and creative solutions
for some of Turkey's leading companies in the
areas of annual reports, sustainability reports.
branding, design, advertising, and marketing.

Thanks to our expert team, to the knowledge
and experience acquired on our own and
through Tayburn, to our customer focus,

and to our innovative and creative approach
to service, we are today one of the most
sought-after service providers in the corporate
communication segment in Turkey. Our service
area as Tayburn is not limited to Turkey.
Because of our world-class know-how and
quality of service, we are also called upon by
clients operating in Europe and in neighboring
countries. Our own technological infrastructure
makes it easy for us to provide such clients with
fast, comprehensive service too.

Professional approach to business
One notion defines the reason for our existence
and our mission: Enable our clients to establish
and maintain accurate, sustainable, and high-
yield communication with their target audiences
by means of our high added value products
and services.

With our professional approach to business,
our national and international market
knowledge, and our global experience in
corporate communication we transform this
mission into reality for our clients.

Since the day we commenced operations, we
have been doing business and taking pride in
the knowledge that we have been consistently
successful in the face of Turkey’s rapidly
changing and developing market conditions
and, what's even more important, that we have
been providing solutions that precisely serve
our clients’ needs.
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Printed and online corporate
reporting and communicating with

investors...

Our activities in the area of reporting and
investor relations consist of the turnkey design
and delivery of:

e Annual reports

» Sustainability reports

* COP reports

* Investor relations products

» Corporate presentations

as well as similar products and services that
enable our clients to establish and maintain
timely, precise, uninterrupted, and transparent
communication with investors, shareholders,
creditors, business partners, customers,
employees, and the society at large.

Underlying all investor relations is the need to
communicate corporate information accurately
and clearly to investors, shareholders, creditors,
employees, business partners, and society

at large. Speed and transparency are of the
utmost importance in investor relations today.

It is vitally important for publicly-held companies
to keep abreast and quickly comply with the
requirements of national and international
regulations (Capital Markets Board, Sarbanes
Oxley, NYSE, LSE, etc). Providing truthful
information at the right time and in a format that
is easy to understand and to access heads

the list of the objectives of everyone involved

in investor relations in today’s world. Tayburn
offers clients in Turkey all the products and
services that they need in the area of investor
relations.

Conveying your message clearly to

the right audience...

Tayburn prepares and edits text in Turkish
and other languages to ensure that its clients’
messages are conveyed to their target
audiences clearly and effectively. We provide
high added value corporate communication
services in the following languages: Turkish,
English, French, German, Italian, Spanish,
Russian, Chinese, and Arabic.

High-profile corporate and

consumer brands...

In the areas of creating, developing, defining
and maintaining standards for our clients’
corporate and consumer brands, our brand-
related activities consist of:

* Designing logos and emblems

* Developing corporate identities from A to Z
* Launching and relaunching brands

* Consultancy services

Satisfying marketing needs in the

product/service-consumer cycle...
Our activities under the heading of marketing
consist of a providing all the advertising,
promotional, and corporate communication
products and services that our clients may
need such as:

* Advertising campaigns

e Corporate films

* Brochures

* Information kits

* Electronic presentations

Functional, robust, and audience-
specific web-based communication

solutions

Tayburn is dedicated to the creation of web-
based communication solutions that are highly
functional, robust, and audience-specific.

The knowledge and experience that Tayburn
has built up over the years is put to work to
develop whatever web-based products and
services its clients might need. Regarding
the ability to combine creativity with workable
solutions as the bedrock of all web-based
services, Tayburn comes up with solutions
ranging from corporate portals to investor
relations websites and from e-commerce
applications to web-based annual reports and
advertising / publicity campaigns.

Well aware that internet design demands

a thoroughly specialized understanding

and approach, Tayburn makes sure that it

is equipped with all of the resources and
competencies that may be required to satisfy a
client’s every need.
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STOCK EXCHANGE PROFILES

Abu Dhabi Securities Exchange 18
Amman Stock Exchange 20

Bahrain Bourse 22

Baku Interbank Currency Exchange 24
Baku Stock Exchange 26

Banja Luka Stock Exchange 28

Belarusian Currency and Stock Exchange 29
Belgrade Stock Exchange 31

Bucharest Stock Exchange 33

Bulgarian Stock Exchange 37

Damascus Securities Exchange 39
Egyptian Exchange 40

Eurasian Trade System Commodity Exchange 42
Georgian Stock Exchange 44

Irag Stock Exchange 46

Istanbul Gold Exchange 49

istanbul Menkul Kiymetler Borsas! 51
Karachi Stock Exchange 53

Kazakhstan Stock Exchange 55

Kyrgyz Stock Exchange 58

Lahore Stock Exchange 60

Macedonian Stock Exchange 62

Moldova Stock Exchange 65

Mongolian Stock Exchange 67
Montenegro Stock Exchange 69

Muscat Securities Market 71

NASDAQ OMX Armenia 73

Palestine Exchange 75

Sarajevo Stock Exchange 77

Swiss Futures Options Associations 79
Tehran Stock Exchange 81

Tirana Stock Exchange 83

“Toshkent” Republican Stock Exchange 85
Turkish Derivatives Exchange (TurkDEX) 87
Zagreb Stock Exchange 89
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The index increased from 2,402.28 in 2011

Rashed Al Baloushi
Deputy Chief Executive

At the end of 2012 the Abu Dhabi Securities
Exchange (ADX) had 66 companies listed,
whereas, the number of listed companies at the
end of 2011 were 67. The index increased from
2,402.28 in 2011 to 2,630.86 in 2012.

The value of trading decreased from US$ (6
billion) (AED 22.1) compared to US$ 6.7 billion
(AED 24.8 billion) in 2011 to 2012, a decrease
of -10.78%. Moreover, the daily average value
of trading in 2012 US$ (23.9) million (AED 87.8

HISTORY AND DEVELOPMENT

Abu Dhabi Securities Exchange (ADX) was
established in November 2000 as the official
stock exchange of the Emirate of Abu Dhabi,
the Federal Capital of the United Arab Emirates
(UAE). ADX is a market for trading securities
including shares issued by public joint stock
companies, bonds issued by governments and
corporations, exchange traded funds and any
other financial instruments approved by the UAE
Securities and Commodities Authority (SCA).

ADX has 68 listed Securities and a market
capitalization of AED 249 Billion ($77 billion
US$) as of December 31th 2012 and an investor
base of 915,387 as of the end of 2012,
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to 2,630.86 in 2012.

million), compare to 2011 US$ 26 million (AED
98 million). In 2011 and 2012 there were 252
trading days.

The number of shares traded in 2012 (16.4)
billion shares compared to (15.9 billion) shares
in shares traded over the previous year 2011,
an increase of 3.38%. Moreover, the daily
average of traded shares also increased to

65 million shares in 2012 compared with 62.9
million shares in 2011.

Investors can trade securities listed on ADX
through any of its registered brokers using
different means of communication including the
online trading. ADX has custody agreements
with HSBC, National Bank of Abu Dhabi,
Standard Chartered Bank, Deutsche Bank and
Citi Bank.

In alignment with the Abu Dhabi Government’s
Economic Vision 2030, ADX aspires to be the
exchange of choice by developing the capital
market through legal environment that ensures
disclosure, transparency and integrity.

The number of executed trades declined to
258,620 trades in 2012 compared to 283,293
trades in 2011, a decrease 0f-8.71%.

The market capitalization of companies listed
at the ADX at the end of 2012 was US$ (77.6
billion) AED (285 billion). In 2011 was US$ (71.3
billion) AED (262 billion) with an increase of
3.6%.

FUTURE OUTLOOK

In 2013 ADX will:

* Implement a New Trading System (Xstream)

* Provide Registrar services

* Further Promote listed investment products

* Have Central Bank as official Settlement
Bank

* Further enhance DVP
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CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

* ADX’s listed companies are segmented into
nine sectors according to their services and
certificate of incorporation as follows: the .
Banks sector includes (14) companies, the
Real Estate sector includes (4) companies,
the Consumer Staples sector includes (5)
companies, the Investment and Financial
services sector includes (2) companies, the
Industry sector includes (13) companies,
the Telecommunication sector includes (3) *
companies, the Services sector includes
(6) companies, the Energy sector includes
(2) companies, and the Insurance sector
includes (17) companies.

ADX Performance in 2012

Shares & Market Performance

ADX General Market Index: at the end of 2012
was (2,630.86) at a percentile change of (9.52%)
in comparison to (2,402.28) in 2011.

* The traded value in ADX decreased by
(-10.78%) from AED (24.7) billion in 2011 to
(22) billion in 2012. Moreover, the average

daily traded value decreased by (-10.78%) The Bond Market at ADX *
from AED (98) million in 2011 to AED (87)
million in 2012. * The trading value in 2012 was AED (147)

Million while the trading value in 2011 was

AED (85.7) Million. The trading volume in

2012 was (1.6) million units in comparison

to (1) million units in 2011. There were 59

trading volume increased by (3.4%) to (65) traded deals in 2012 in comparison to 35

million shares in 2012 comparison to (62.9) deals traded in 2011.

million shares in 2011. .
Exchange Traded Funds (ETF’s)

* Trading volume increased by (3.4%) to (16.4)
billion shares in 2012 comparison to (15.9)
billion shares in 2011. The average daily

* During 2012, the number of executed trades
was (258) thousand trades compared to .
(283) thousand transactions in 2011, a
decrease that is (-8.71%).

The Volume of ETF trading in 2012 reached
(306.7) thousand units; while trading Value
was AED (1.5) Million with 6 executed trades
in 2012, in comparison to a traded Volume of
* ADX's market capitalization has increased (476) thousand units in 2011 with a trading
from AED (261) billion at the end of 2011 value of AED (2) Million with 40 transactions.
compared to AED (285) billion at the end of .
2012, with a percentile change of (8.86%).

* The number of listed companies in 2012 was
(66) compared to (67) at the end of 2011.
During 2012. Fujairah Trade Center, which
is listed under Services sector, was delisted
from ADX.

Key Information Contacts

Abu Dhabi Chamber of Commerce and Industry www.abudhabichamber.ae
Central Bank of UAE www.centralbank.ae

Abu Dhabi Department of Planning and Economy www.adeconomy.ae
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ADX Achievements 2012

Obtaining full membership of World
Federation of Exchanges (WFE). ADX

is the youngest stock market to gain full
membership status in the prestigious
organization since the the WFE's inception in
the 1960s.

Launch of Trading System Replacement
Project. ADX signed an agreement with
NASDAQ OMX to replace the current trading
system (Horizon) with a new trading system
(Xstream)

Using Free Float to Calculate the Index. A
Free-float index also reflects market trends
more rationally as it takes into consideration
only those shares that are available for
trading in the market. It also makes the
index more broad-based by reducing the
concentration of the top few companies in
the Index

Using Call Auction Mechanism to calculate
closing price. The migration from the current
system of Volume Weighted Average

Price (VWAP) will help ADX operate more
seamlessly with global systems.

Obtaining ISO 9001:2008 in Quality
Management.

Enhancing DVP Module

CONTACT INFORMATION

Contact Name Mr. Saif Sayah Al Mansouri  E-mail saifm@adx.ae  Website www.adx.ae
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AMMAN STOCK EXCHANGE

The ASE has continued in 2012 with its
efforts, aiming at developing the market,
and increasing its efficiency.

Nader Azar
Acting Chief Executive Officer

The Amman Stock Exchange (ASE)

managed to pass the year 2012 with a

stable performance in spite of the unstable
political situation in the surrounding countries,
especially in neighboring Syria. On the
economic level, 2012 wasn't an easy year for
Jordan as well, due to multiple factors that
weighed on the budget deficit including the
huge influx of Syrians seeking refuge in Jordan,
the Egyptian gas supplies that stopped for a
prolonged period, and the foreign aids that
stalled. However, these economic issues eased
before the end of the year, and the performance
of the ASE was stable as it can be noticed

by the slight decline in the ASE general price

HISTORY AND DEVELOPMENT

The Amman Stock Exchange (ASE) was
established in March 1999 as a non-profit,
private institution with administrative and
financial autonomy. It is authorized to function
as an exchange for the trading of securities.
The Exchange is governed by a seven-member
board of directors. A Chief Executive Officer
oversees day-to-day responsibilities and
reports to the board. The ASE membership is
comprised of Jordan’s 63 brokerage firms.

The history of securities trading in Jordan
traces its origins back to the 1930s. In 1976,
the Amman Financial Market was established
to create a regulated trading market. More
recently, as part of Jordan’s move to upgrade its
capital market, a Securities Law was enacted in
1997 separating the supervisory and legislative
roles from those of exchange operations. As

a result, the Jordan Securities Commission
(JSC) was created in the year 1997, the ASE
and the Securities Depository Center (SDC)
were established in 1999. The JSC supervises
the issuance of and trading in securities and
monitors and regulates the market. The SDC
oversees clearing and settlement and maintains
ownership records.

To provide a transparent and efficient market,
the ASE implemented internationally recognized
directives regarding market divisions and

listing criteria. It also adopted procedures for
improving regulatory effectiveness.
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index which went down by 1.88%. In addition,
the ASE retained the confidence of investors
especially foreign investors whose ownership in
the ASE stood at 51.7% at the end of 2012.

On the other hand, the ASE continued with its
efforts in updating the technical infrastructure.
And on the legislative level, the ASE applied
new Listing Securities Directives. These
directives are considered a major achievement
in the year 2012, and according to these
directives, listed companies were distributed on
three different markets instead of two, with the
third market having different trading hours and
the first market having higher fluctuation limits.

The ASE is charged with:

* Providing companies with means of raising
capital by listing on the ASE,

* Encouraging an active market in listed
securities based on the effective
determination of prices and fair and
transparent trading,

* Providing modern and effective facilities and
equipment for trading, recording the trades
and dissemination of prices,

* Monitoring and regulating trading, in
coordination with the JSC as necessary, to
ensure compliance with the law, a fair market
and investor protection,

» Setting out and enforcing a professional
code of ethics among its member directors
and staff,

* Ensuring the provision of timely and accurate
information of issuers to the market and
disseminating market information to the
public.

On March 26th 2000, the ASE launched an
automated order-driven Electronic Trading
System. The system is in compliance with
international standards and takes into account
the G-30 recommendations. This system also
offers brokers immediate access to stock prices
and orders and enables members to trade
remotely.

The criteria that determine to which market
each company pertains include shareholders
equity, free float of the company, profitability,
company’s capital, number of shareholders,
and others. As for the performance of the ASE
during 2012, the Free Float Weighted Index
went down by 1.88% to close at 1958 points
compared with its 2011 closing of 1995 points.
The trading value reached US$ 2.8 billion and
the number of traded shares reached 2.4 billion
while the number of transactions reached 1
million. In addition, the net of non-Jordanian
investments at the ASE showed an increase of
US$ 53.1 million during the year 2012.

In May 2006, the ASE has activated a new
version of the electronic trading system (NSC
V2+), which comes as part of the efforts to
meet the increasing needs of the Jordanian
capital market and in order to raise the capacity
of the current electronic trading system to
accommodate the increase in the daily trading
volume.

On March 22nd 2009, the ASE launched the
new version of the electronic trading system
NSC V900. This project is considered a
quantum leap for the concerned institutions
as the electronic trading system has become
linked with the SDC systems and the JSC new
monitoring systems. The new version will help
develop the trading process at the ASE and
enhance the capacity of the electronic trading
system.

On July 14th 2010, the ASE launched the
Internet Trading service. This service is seen as
a major opportunity for interested investors to
trade in securities regardless of their geographic
location. In addition, the service will help
increase the number of investors at the ASE and
enhance their aptitude to engage in securities
trading.
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On November 1st The (ASE) launched a

new market segmentation where markets

were reclassified by virtue of the new Listing
Directives that became effective as of 1/10
/2012. The ASE began the implementation of the
new trading hours and the new price thresholds
according to the new segmentation.

The ASE ‘s Board of Directors determined the
price thresholds for the shares of companies
listed on the First Market to become (7.5%)
instead of (5%). The price thresholds for the
shares listed on the Second and the Third
markets remained (5%). The new directives
obliged all the listed companies for the first time
to provide the ASE with their quarterly reports
reviewed by the companies’ auditors as of the
first quarter of the year 2013. Starting January
2013 the ASE launched three indicies pertaining
to each individual market.

As for the Jordan National Financial Center
building, procedures are being taken in order
to transfer the ownership of the building to

the Treasury of the Hashemite Kingdom of
Jordan, and the ASE will close the accounts of
the project and finalize the ownership transfer
during 2013.

Key Information Contacts
Jordan Securities Commission www.jSC.gov.jo
Securities Depository Center www.sdc.com.jo

FUTURE OUTLOOK

The Amman Stock Exchange will embark

on a number of key projects that will ensure
maintaining the lead that the ASE has amongst
Arab and regional stock exchanges. These
projects can be summarized as follows:

* Continuing upgrading the technical
infrastructure.
* Launching new financial instruments.

CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

The Jordanian Economy has achieved a real
growth of 2.5% during 2012, where the GDP
reached USD 30,981 million, while the inflation
rate reached 4.8% due to higher international
fuel and food prices.

As for the monetary policy, the Central Bank of
Jordan has increased the re-discount rate from
4.5% at the end of 2011 to 5.0% at the end of
2012. Interest rate on 6-month Treasury Bills
rose from 3.2% at the end of 2011 to 3.8% at
the end of 2012, while the weighted average of

Jordan Investment Board www.jordaninvestment.com

Arab Monetary Fund www.amf.org.ae
Ministry of Finance www.mof.gov.jo

Central Bank of Jordan (CBJ) www.cbj.gov.jo
National Information Center www.nic.gov.jo
Department of Statistics www.dos.gov.jo
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interest rates for loans rose to 9% at the end of
2012 compared with 8.7% at the end of 2011.

Domestic liquidity measured by Money Supply
(M2) grew by 3.4% at the end of 2012 compared
with its levels at the end of 2011. In addition,
foreign currency reserves at the Central Bank of
Jordan stood at USD 6,616.1 million at the end
of 2012.

Regarding the fiscal policy, public revenues
showed a decrease of 6.6% at the end of 2012
compared with the year 2011, while public
spending showed an increase of 1.0%.

As for the External Trade Sector, Jordanian
exports and re-exports have decreased by 1.2%
at the end of September 2012 compared with
the same period of 2011 while imports have
risen by 10.5% during the same period.

CONTACT INFORMATION

Contact Name Mr. Nader Azar

E-mail nazar@exchange.jo

Website www.exchange.jo
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BAHRAIN BOURSE

Bahrain Bourse continued the development
of its trading mechanisms in a way that will
attract different segments of investors and
clients, and increase their profitability.

Yusif Humood
Chairman

Despite the signs of relative recovery from the
global financial crisis that had an impact on
different countries worldwide in 2008 along with
the increase in oil prices during the second half
of 2009, the response of the market indices

in the region to this recovery varied among
markets. The reasons for such variation are
partly psychological reasons, and the other part
goes back to the distinctive characteristics of
each market that differentiates one market from
another.

The performance of Bahrain All Share Index this
year and the volume and value of shares traded
reflects the psychological state that prevailed
among investors at Bahrain Bourse resulting
from the consequences of the crisis in spite

of the good financial results reported by the
majority of companies listed at the Exchange.
This has led to a 19.17% drop in the index
compared to its closing at the end of 2008.

In line with the development strategy approved
by the Board of Directors of Bahrain Bourse five
years ago, one of the major decisions in the
history of the capital markets’ sector was made
with the issuance of Resolution No. (57) of 2009
in respect of corporatizing the Exchange and
transforming it to a shareholding company,
paving the way to major legal, administrative,
and technical modifications that would change
how the Exchange operates.
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Bahrain Bourse has completed the major part
of its relocation project to Bahrain Financial
Harbour in 2009. The new premises have
been equipped with advanced technology and
systems in a way that will enhance Bahrain
Bourse’s competitiveness to provide more
services. This will also enable Bahrain Bourse
to provide the technical infrastructure that
would encourage companies to benefit from
these facilities.

Bahrain Bourse continued the development

of its trading mechanisms in a way that will
attract different segments of investors and
clients, and increase their profitability when
trading in the shares of listed companies at the
Exchange. In addition, the bourse widened its
scope of cooperation with leading regional and
international financial institutions to be able to
provide its custodian services at the Exchange
with the aim of enabling local and foreign
institutional clients to invest at Bahrain Bourse
and benefit from the opportunities available.

Looking into Bahrain Bourse’s financial
performance in 2009, the global crisis had an
effect on the financial status of the Exchange
where the operating surplus activate revenue
reported a deficit of BD 127,180 thousand
compared to the surplus in 2008. The
accumulated surplus also decreased slightly
from BD 3,950,112 to BD 3,822,932, recording
a drop of 3.21%.

On behalf of the members of Bahrain Bourse’s
Board of Directors and staff, | would like to
express my thanks and gratitude to His Majesty
King Hamad bin Isa bin Salman Al Khalifa,

King of the Kingdom of Bahrain and His Royal
Highness Prince Khalifa bin Salman Al Khalifa,
the Prime Minister, and His Royal Highness
Prince Salman bin Hamad Al Khalifa, the Crown
Prince and Deputy Supreme Commander

for their guidance and continuous support of
Bahrain Bourse.

| would also like to extend my thanks to the
Central Bank of Bahrain’s Chairman and
members of the Board of Directors for their
support of Bahrain Bourse. | would also like to
thank the members of the Board of Directors
of Bahrain Bourse for their opinions and
contributions to the development of the bourse
in the previous years. | would also like to thank
Bahrain Bourse’s management and staff for
their hard work during the year, hoping that
such efforts will continue to further develop the
Exchange.
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HISTORY AND DEVELOPMENT

Bahrain Bourse (BHB) was established as a
shareholding company according to Law No.
60 for the year 2010 to replace Bahrain Stock
Exchange (BSE) that was established in 1987.

The first Bahraini Public Shareholding Company
was established in 1957. Since then, more

local public shareholding companies began to
operate, reaching their peak in the beginning

of the 1980’s. During this period, shares of
public shareholding companies were being
actively traded in a non-official market called “Al
Jowhara Market”. Such market soon collapsed
along with the collapse of the Souk Al-Manakh
stock market crash in Kuwait at the beginning of
the 80’s of the last century.

Following the crash, the Bahraini Government
in cooperation with the International Finance
Corporation (IFC) prepared a feasibility study to
establish an official stock market in Bahrain. As
a result of the recommendation of the study, the
Bahraini Government established Bahrain Stock
Exchange in 1987 according to Amiri Decree
No. 4. The Exchange officially commenced
operations in June 1989 with 29 Bahraini
shareholding companies listed. The only
instruments traded at that time were common
shares.

Key Information Contacts

Since the bourse’s establishment in 1989
(formerly Bahrain Stock Exchange), trading was
conducted manually through a system called
“Auctional Trading” System. Using this system,
the broker had to write the bid and offer orders
that they receive from the investor on the trading
boards at the trading floor. The transaction takes
place when the bid and offer prices match.

In 1999, BHB implemented the Automated
Trading System (ATS) to carry out all the
bourse’s transactions electronically, replacing
the old manual system.

In 2002, the legislative and regulatory authority
and supervision of BHB was transferred from
the Ministry of Commerce to the Central Bank
of Bahrain (CBB) in which CBB regulates and
supervises all the bourse’s activities.

With the development of the bourse,
government institutions and companies started
issuing several investment instruments taking
advantage of the legislative and technical
infrastructure established by the bourse. Since
then, the bourse witnessed the listing and
registration of preferred shares, bonds, sukuk,
and mutual funds, making it the first bourse to
list such instruments in the region.

Central Bank of Bahrain www.cbb.gov.bh/cmsrule/omaindex.jsp
Ministry of Finance www.mofne.gov.bh/English/eindex.asp

Bahrain Government www.bahrain.gov.bh

Economic Development Board www.bahrainedb.com
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In 2010, Bahrain Bourse moved to its new
premises at Bahrain Financial Harbour after
preparing the new premises with the latest
technological equipment in order to support
the bourse’s efforts to provide a variety of
advanced services that satisfy issuers, brokers
and investors.

FUTURE OUTLOOK

In the year 2010, Bahrain Bourse will continue
its efforts to attract more local, regional, and
international mutual funds. The bourse will
continue to attract more listed companies, both
local and international and will also seek more
cooperation with stock exchanges worldwide,
with the aim of exchanging information and
expertise. In addition, Bahrain Bourse will
pursue strategic partnerships in many different
areas that we hope to add value to all parties
involved.

CONTACT INFORMATION

Contact Name Mr. Ali Mansoor

E-mail info@bahrainstock.com  Website www.bahrainstock.com
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BAKU INTERBANK CURRENCY EXCHANGE

| am sure that dynamic growth of the
Azerbaijan economy and development of
an exchange infrastructure will promote
the further growth of appeal of the
financial market of the country.

Farkhad Amirbekov
General Manager of BBVB

The dynamic growth of the Azerbaijan
economy increases in the credit ratings and
the subsequent arrival of large investors
promote the further development of the
financial infrastructure of the country. Today the
BBVB takes a central role in the infrastructure
of the Azerbaijan capital market, integrating

on a uniform technological platform trading
and settlement systems. | am sure that the
dynamic growth of the Azerbaijan economy and
development of the exchange infrastructure will
promote further growth and the appeal of the
financial market of the country.

In the near future BBVB plans to introduce new
technological ideas, new financial tools and
services for clients. We will continue to work
on perfection of a technological infrastructure

HISTORY AND DEVELOPMENT

Central Bank of Azerbaijan and the four biggest
state banks of Azerbaijan Republic founded
the Baku Interbank Currency Exchange (Baki
Banklarasi Valyuta Birjasi- BBVB) on 26 July
1993 and this year it marks decade from the
moment of the beginning of activity in the
financial market. Becoming from the beginning
of the activity one of the central financial
institutions of the country, BBVB is today for the
business public of Azerbaijan an original symbol
of economic reforms. Using the advanced
information technologies and being based on
successful experience in the creation of the
universal trading platforms, BBVB by volumes
of trades and number of financial tools became
the largest exchange institute in the Caucasian
region.
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for the exchange and a control system of risks.
The main objective of exchange innovations is
not only the service of currency transactions

of banks but for us it is very important, that

the exchange market began to play more
significant role in the banking system. Therefore
| especially would like to allocate such projects,
as the start of the market for currency swaps.
The main objective of development of the
exchange currency market consists in the
increase of its appeal in the expansion of

a number of the interconnected tools. We
make plans, proceeding from necessity to
correspond to the world standards both on
technologies and on a spectrum of offered
tools and services. For this purpose all of our
perspective projects are subjected to these
same standards.

Main historical dates

18 October 1991

Declaration of Independence of the Azerbaijan
Republic

15 August 1992

Putting in circulation national currency - Manat
21 June 1993

Establishment of the BBVB

26 August 1994

Beginning of regular exchange trading in the
currency market

31 March 1995

First credit auction of the National Bank at the
BBVB

20 September 1996
First T-bill auction
22 January 1997

First exchange trading in the BBVB Stock
Department

5 May 1997

The beginning of preparation of the first rating
estimations of banks

1 July 1997
Creation of the first exchange site
30 August 1997

Beginning of trading in the Organized Interbank
Currency Market (OICM)

It is obvious that creation of a uniform exchange
centre in the region will provide not only close
integration of Azerbaijan into the world market,
but also will give the stability to the country’s
financial system. And here the importance

of the exchange market as infrastructural
element of a financial system consists in
performance of a variety of unique functions,

of which realization by other institutes either is
impossible, or is inconvenient.

| sincerely hope that realization of these plans
will allow us to strengthen our positions,
rendering best practices level service to our
trade participants. This will lead the BBVB to
become a basis for the creation of a world
class regional financial centre.

25 September 1997

First trading in the OICM by means of universal
trading e-network of the BBVB

17 December 1997

Corresponding emerging market membership
status in WFE

6 March 1998

Signing in Baku Protocol on cooperation of
BBVB with Istanbul Stock Exchange

2 October 1998
Full member of FEAS (Istanbul)
24 February 1999

Membership in the Azerbaijan Commercial
Chamber (Baku)

14 December 1999

Membership in the Azerbaijan Commercial
Banks Association (Baku)

20 April 2000

Co-founder and membership in the International
Association of CIS Exchanges (Moscow)

3 July 2001

Signing in Moscow Arrangement on strategic
cooperation of BBVB with MICEX (Moscow
Interbank Currency Exchange)

27 March 2002

Start of e-system of trades on Interbank credits -
the Organized Interbank Credit Market
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8 July 2002

Creation of the commission on trading limits
9 July 2002

Start of Bourse E-System of Trades (BEST)
24 November 2003

Signing in Aimati agreement on mutual
cooperation of BBVB with KASE (Kazakhstan
Stock Exchange)

16 June 2004

Signing in Baku agreement on mutual
cooperation of BBVB with BSE (Bulgarian Stock
Exchange)

31 August 2004

Registration of index AzeriREI developed by
experts BBVB

16 June 2005

Start of the tool - currency swap in Bourse
E-system of trade (BEST)

1 January 2006

Technical transition of BEST system for using
denominated manat

14 August 2007

Signing in Baku agreement on mutual
cooperation of BBVB with TICEX (Thilisi
Interbank Currency Exchange)

1 May 2008

Start of the settlement - trading system of BEST
28 February 2008

Signing in Moldova agreement on mutual

cooperation of BBVB with MOLDSE (Moldova
Stock Exchange)

21 October 2009

Introduction of the new tool in the Organized
Interbank Money Market
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FUTURE OUTLOOK 2012

* Development of settlement and clearing
services, in particularly software for
management of banks trading limits on
money and the currency markets;

* Improvement of the risk management
system in realization of clearing operations;

» Further increasing professional skills of
Exchange’s personnel;

* Development of modern corporate
governance principles;

* Development of Internet-technologies and
e-commerce;

* Intensification of activity in organized
interbank money market.

CONTACT INFORMATION

Contact Name Ms. Gunay Dadashova E-mail dgd@bbvb.org Website www.bbvb.org
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BAKU STOCK EXCHANGE

2012 has been the second highly
performing year in terms of trading
volumes in the history of the Baku Stock
Exchange since its inception in 2000.

Amin Muradov
Chairman of Baku Stock Exchange

2012 has been the second highly performing
year in terms of trading volumes in the history
of the Baku Stock Exchange since its inception
in 2000. After a very succesfull year in 2011, the
BSE was able to achieve another 7% increase
in total volume of the transactions in 2012. We
have been continusly in touch with the local
business about the opportunities and benefits
of the capital market and developing efficient
funding platform for their investments.

The year of 2012 is important also in terms
of the commencement of the Capital
Market Modernization Project funded by

HISTORY AND DEVELOPMENT

After gaining it's independence, and embedding
property and ownership rights in the overall
legal system, Azerbaijan made it first step
toward developing the capital markets by
adopting the Law on “Securities market and
stock exchanges” on 24 November 1992. On
January 13 of 1995 the Law on “Investment
activity” became effective. On September 29
of 1995 the government adopted the first State
Privatization Program for the next three years
which paved the way for the establishment of
the necessary capital market institutions. As a
result, by the end of 1998 28 thousand small
organizations and more than 800 medium and
large enterprises were successfully privatized.

PAGE 26

the Government of Azerbaijan, World Bank

and State Secretariat for Economic Affairs

of Switzerland (SECO) and managed by the
State Committee for Securities of Azerbaijan
Republic. The main objective of this 4-year
project is to increase the use of equity and
corporate debt as financing and/or investment
instruments through the adoption of an effective
capital markets regulatory framework and
infrastructure. As one of the beneficiaries of the
Project, we are working on modernizing our
trading platform, increase the number of listed
companies and strengthen the institutional
capacity of the BSE.

The need for proper regulation of the capital
markets paved the way for the establishment
of the State Committee for Securities (SCS)
under auspices of the President of Republic
of Azerbaijan on December 30, 1998. The vital
part of the capital markets development was
establishment of the Baku Stock Exchange
(BSE) with the help of local and international
financial organizations most of which became
the shareholders of the company.

The first securities to trade on the organized
stock exchange were treasury bills which were
issued by the Ministry of Finance. The first
placement of the stocks and corporate bonds in
the organized stock exchange was in 2003 and
2004 respectively. Since 2004 trading in treasury

Concluding the all above, | have to emphasize
that 2013 will be the year of active sales efforts
by the stock exchange. We will implementing
Listing Advisory Program aimed at increasing
the demand for investment capital and/or supply
of investment opportunities and securities

on the Baku Stock Exchange. The goal is to
increase significantly the trading volumes with
the corporate securities within the next 3 years.

bills has grown 9.7 times, trading in central bank
notes has grown 29.2 times, trading in corporate
bonds has grown 22.4 times, and trading in
stocks has grown by 23.6 times at the end of
2012. Currently Closed Joint Stock Company
“Baku Stock Exchange” has 19 shareholders.
Throughout the period since inception, the BSE
has managed to establish a well-organized
securities trading platform effectively linked with
other market participants.
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Milestones in BSE’s history

The Initiative Group for the establishment of
the stock exchange gathered - December
25th 1999

The first BSE's Shareholders Assembly -
February 15th 2000

State Committee for Securities granted an
exchange license to the BSE - July 21st 2000
The first placement of the short-term
government bonds on the BSE - September
1st 2000

Election of the BSE to the Federation of
Eurasian Stock Exchanges - November 2nd
2001

Key Information Contacts

National Bank www.cbar.az

State Committee for Securities www.scs.gov.az
Ministry of Finance www.maliyye.gov.az
National Depository Center www.mdm.az
Ministry of Economic Development www.economy.gov.az

Introduction of first repo to the market -
November 22nd 2001

The first transaction in corporate bonds on
the exchange - January 26th 2004

The first equity trade conducted via the
exchange - April 15th 2004

The placement of the Central Bank’s Notes
for the first time on the BSE - September
14th 2004

Introduction of the interbank repo instrument
to the market - May 24th 2006

The placement of the bonds of Azerbaijan
Mortgage Fund on the BSE - June 16th 2009

ANNUAL REPORT JUNE 2013

FUTURE OUTLOOK

The main challenges for the BSE in 2013 are:

* to actively implement its Listing Advisory
Program aimed at promotion of the
corporate sector in the securities market;

* to continue modernization of its IT and
trading capacities;

* influenced by market trends to further
optimize the organizational structure of the
exchange.

CONTACT INFORMATION

Contact Name Mr. Kamran Aliyev

E-mail k.aliyev@bse.az Website www.bse.az
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BANJA LUKA STOCK EXCHANGE

The BLSE market in 2012 was marked
by the further shift of investors’ interest

Milan Bozic
CEO

Markets
The BLSE market in 2012 was marked by the

further shift of investors’ interest towards bonds.
The total turnover of 261 million BAM was lower

by 38.67% compared to the previous year as a
result of decrease in the primary bond market.

On the other hand, it was recorded the increase

in regular turnover (+10.42%) and the number
of transactions (+4.16%). The movement of
the general index (BIRS: -7.89%) was mainly
influenced by the fall in prices of the shares of
10 companies from electricity sector (ERS10:
-14.7%), that participate in the index with 50%,
and an increase in shares of Telekom Srpske
(+5.48%) that represents 25% of the index.

HISTORY AND DEVELOPMENT

* 15.07.1998 The adoption of the Law on
Securities provided the necessary legal
framework to establish the capital market of
the Republic of Srpska.

* 09.05.2001 Eight banks and one company
trading in securities signed the Contract that

established the Banja Luka Stock Exchange.

* 14.038.2002 The first trading session took
place.

* 20.08.20083 The first auction for state owned
capital took a place on the BLSE.

* 03.05.2004 BIRS - The Stock Exchange
Index of Republic of Srpska established.

* 01.08.2004 FIRS - The Investment Fund
Index of Republic of Srpska established.

e 17.09.2004 Full membership to FEAS.

* 20.03.2006 Introduction of continuous
trading in shares which fulfill the liquidity
criteria.

towards bonds.

Closed-end investment funds shares have
increased on average by 3.56% as a result of
price increase of four largest funds, whereas
the price of the remaining 10 funds recorded a
significant decrease.

Bonds participated with 46.6% in ordinary
turnover. This market had a significant increase
in prices, particularly bonds that are issued

on the basis of war damage which increased
on average by 30%. The first trades with the
Republic of Srpska T-Bills took place on the
secondary market participating with 16.9% in
ordinary turnover.

* 18-19.05.2006 First International Conference
of the BLSE.

e 29.01.2007 Correspondent membership to
WFE.

* 22.11.2007 Correspondent membership to
FESE.

* (7.03.2008 The first governement bonds
were listed on the BLSE

* 24.06.2008 The BLSE real-time data started
to be distributed by the Bloomberg.

* 19.12.2008 First IPO in the history of BIH.

* (9.3.2009 New trading system (BST 2.4) that
supports FIX protocol was implemented.

* 11.05.2011 The first auction for the Republic
of Srpska T-Bills took place on the BLSE.

* 16.11.2011 Auction for the first public issue
of the Republic of Srpska bonds on the
BLSE

Development Projects

The most important development activities were:

» adoption of the new Stock Exchange Rules,

* implementation of the new trading system,

 further development of the BLSE’s
software for brokerage houses and its
implementation at the brokerage houses in
Montenegro,

» development of the money market trading
platform,

* development of the multilateral offsetting
system,

* educational programs for the high schools,

¢ investments in the IT and telecommunication
equipments.

FUTURE OUTLOOK

In 2013 the BLSE plans to:

* QOrganize money market

* Attract first companies to list on the highest
market segment - List A

* Work with the stock exchanges from the
region on enabling cross-border trading
based on technical solution that enables
linkages between brokerage houses

* Promote good practices in corporate
governance

* Provide assistance in changing high school
curriculum in order to introduce personal
finance course in all high schools in the
Republic of Srpska

* Increase international visibility of the BLSE by
broadening the number of the international
data vendors.

CONTACT INFORMATION

Contact Name Mr. Nebojsa Vukovic E-mail info@blberza.com, nebojsa.vukovic@blberza.com Website www.blberza.con
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Pavel Tsekhanovich
Chairman of the Board

Established in 1993, the Belarusian Currency
and Stock Exchange (BCSE) is a unique
trading platform in the country that serves the
financial market of Belarus. Today, the BCSE is
a stable working organization with constantly
growing trade turnovers.

HISTORY AND DEVELOPMENT

The Interbank Currency Exchange was
established 4 March 1993 by 18 leading
business banks as a closed-type joint-stock
company. Its main task was organizing trading
in foreign currencies. On 24 March 1993, first

trades in the Russian ruble were held in the
electronic trading system. In 1995, the National
Bank of Belarus granted the Interbank Currency
Exchange the right to organize the purchase
and sale of futures on foreign currency and
other financial assets.

On 24 September 1996 the Interbank Currency
Exchange was made a subdivision of the
National Bank, in which capacity it organized
trading in foreign currencies for 2 years. In 1997,
the Interbank Currency Exchange was granted
the right to organize the secondary market of
government securities (except for registered
privatization vouchers) and the securities of the
National Bank.

The BCSE was established on the basis of

the state-run Interbank Currency Exchange

in December 29, 1998 as a non-profit, public
company with administrative and financial
autonomy. Having obtained the license to
pursue exchange activities and the depository
license, the exchange began to organize trading
in the main segments of the financial market of
Belarus (the currency market, the government
securities market, the market of the National
Bank'’s bonds, the corporate securities market,
the market of bonds of local loans and the
market of bills of exchange)

First electronic government securities trades
were carried out at the Interbank Currency
Exchange on 16 January 1998.

Since 1999, BSCE has been carrying out
depositary functions in the non-government
market and clearing upon all concluded
transactions.

ANNUAL REPORT JUNE 2013

BELARUSIAN CURRENCY AND STOCK EXCHANGE

The mission of the BCSE is to become the
main power on the way of reforming the
Belarusian organized financial market and
to make it the basic source of investments
for Belarusian enterprises.

Main objective - formation of the highly efficient
organized financial market in Belarus to meet
the requirements of banks, professional
participants of the securities market, investors
and the state.

In 2007, the futures market sector was
launched. Futures on US$ and EUR rate were
the first instruments in this market.

Functions of the BCSE

* Organization of exchange trading in foreign
currencies, futures and securities

» Clearing Center in Belarusian settlement
clearing system

* Depository functions for corporate securities

* Registration of OTC transactions with
corporate securities

* Information Center functions

BCSE aims to:

* Minimize risks and transaction charges from
capital formation in the organized market;

* Provide transparency of transactions;

* Protect investors’ legal rights and their
interests;

* Implement programs on financial resources
formation necessary for their development;

* Develop state monetary and credit policy
market mechanisms;

» Create necessary conditions for effective
controlling functioning of the State;

FUTURE OUTLOOK

¢ Improving legal documents on exchange
activity

* Functional and technological development of
the exchange market

* Functional development of the clearing and
settlement system

* Development of listing mechanisms

* Introducing new stock indexes

* Expanding the range of exchange financial
instruments

» Creating conditions for liquidity increase in
the exchange securities market

* Development of information and analytical
infrastructure of the exchange securities
market, expanding the range of analytical
services

* Increasing the level of information safety

Up-to-date technologies, client orientation,
outreach services are the defining factors to
achieve this purpose.

CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

KEY SOLUTIONS OF THE GOVERNMENT ON
THE SECURITIES MARKET DEVELOPMENT
Tax liberalization for operations in bonds;
Simpilification of bond issue procedure;
Introduction of on-exchange bonds as a
separate type of bonds;

Cancellation of the moratorium on free
circulation of stocks;

Transition to exchange market circulation for all
stocks of open joint-stock companies;
Municipal bond market formation

BCSE ACTIVITY TODAY

Since the first days of its formation (December
1998), the Belarusian Currency and Stock
Exchange has been participating in the
technological development of the stock market,
improving its regulatory framework and involving
a wide range of financial assets in the exchange
turnover.

Today the BCSE is the only trading floor in the
republic serving as a basis for a nationwide
trade system in all major segments of the
financial market: currency, stock and futures.
Except for the organization of trading, the BCSE
functions as the settlement and clearing system
operator, provides information and depository
services, electronic document services,
registration of OTC transactions in securities.

Currently, the trading floor is widely used not only
by banks and broker and dealer companies,

but also by the government in performing its
essential economic functions, including:

* privatization transactions carried out by the
State Property Committee;

» establishment of the official exchange rate of
Belarusian rouble to the Russian rouble and
US dollar by the National Bank upon trading
totals in foreign currency;
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* transactions in stock market securities
concluded by the National Bank in order to
regulate bank liquidity through direct and
reverse REPO auctions;

» financing state budget deficits by the Ministry
of Finance through primary placement of
government securities at the BCSE.

The instruments traded in the currency exchange
market include 27 currencies. Total annual

2012 volume of the exchange trades in foreign
currencies amounted to US$ 30.05 billion.

Currency futures on the U.S. dollar, Euro,
Russian ruble rates, Euro to U.S. dollar rate

set by the European Central Bank, as well

as futures on GLTB interest rate - are the
instruments circulating in the futures market
segment. Annual 2012 volume of the exchange
trades in futures amounted to US$ 5.92 million.

Annual 2012 volume of transactions in securities
of all types amounted to US$ 5.10 billion,
including US$ 3.23 billion of Government bonds
market volume, US$ 1.36 billion of corporate
bonds market volume, US$ 284.60 million of
STB of the National Bank, and US$ 176.66
million of shares market volume.

The range of securities traded at the BCSE
covers government bonds of the Ministry of
Finance, short-term bonds of the National Bank,
mortgage, investment, exchange-traded bonds
and stocks.

Annual 2012 volume of purchase and sale OTC
transactions amounted to US$ 2.9 billion.

Key Information Contacts

Official Website of Belarus www.belarus.by/en/
President of Belarus www.president.gov.by/en/
Ministry of Economy www.economy.gov.by/en/
Ministry of Foreign Affaires www.mfa.gov.by/eng /

All the business processes associated with
trades organization, settlement and clearing
services, depository activities, quotation
support, transactions registration in the OTC
market, and information services, are fully
automated, starting from submission of a bid
to the trading system from a remote terminal of
the trade participant and ending with signing
a protocol upon trading results with the use of
cryptographic information protection within the
System of Electronic Documents (SED)

Continuity of exchange activities is achieved

by using a disaster-resistant architecture that
implies usage of two computer centers: primary
and backup. The access to the BCSE program
complex can be provided by allocated circuits
and the Internet. Hard- and software system of
the BCSE has a multistage protection system to
prevent external entry and damage to the BCSE
and trade participants.

* The software complex of the BCSE includes
the following elements:

* three separate electronic trading systems
(for the currency, stock and futures markets);

» clearing and depository complex;

» system of electronic documents and digital
signature;

* 4 electronic information systems.

Recently, the BCSE has implemented various
trading mechanisms and settlement options,
which are combined to provide the best
possible circulation mode of the financial
assets. In particular, the BCSE offers 10 modes
of exchange trading, and 4 settlement codes,
including the classic double auctions modes,
REPO transactions, American and Dutch
auctions, etc.

National Investment Agency www.invest.belarus.by/en/
Belarusian Telegraph Agency (National Source of News) www.belta.by/en/
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An important element in the protection of
investors’ interests is building a robust
settlement and clearing system which provides
high speed and ensures transaction execution.
This is exactly the system the BCSE offers its
clients. The settlement bank in all segments

of the exchange market is the National Bank,
which also acts as the guarantor of transactions
execution in the currency market by assuming
the liabilities of insolvent participants. The
settlement depository is the Republican
Central Securities Depository. The BCSE is the
operator of the clearing and settlement system,
and it coordinates the interaction between all
its elements. Clearing is carried out through
multilateral netting.

Except for organizing trades in the stock market,
the BCSE registers transactions in all types of
securities concluded in the OTC market. The
registration is performed in automated mode
using the electronic system IQS “The OTC
Market”. Combining the functions of trade
organization and OTC transactions registration,
the BCSE disposes a unique database on the
history of circulation for all securities issued in
Belarus.

The BCSE renders a wide range of information
services targeted at different customer
categories - from individual investors to

large companies, operating in the Belarusian
financial market - by means of accumulating
and processing the information on the state,
conditions and development trends of the
financial market of the republic.

CONTACT INFORMATION

Contact Name Ms. Olga Blusson

E-mail blusson@bcse.by  Website www.bcse.by
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The total turnover of the Belgrade Stock
Exchange in 2012 amounted to 219.7
million EUR, while the average daily
turnover was 875.5 thousand EUR.

ANNUAL REPORT JUNE 2013

Gordana Dostanic
Managing Director

Positive market perception by investors

during the second half of 2012 resulted by the
increase in the volume of investment activities
on the Stock Exchange and the growth of
turnover and rise in values of both of indices,
BELEX15 and BELEXIline. Value of the BELEX15
as indicator of movements of the most liquid
shares was increased in 2012 year by 4.98
percent, while the growth of the general index
of domestic capital market BELEXline was

2.90 percent. Confirmation of intensifying trade
activities in the second half of the year can

be also found in the increase of the market
capitalization of the Stock Exchange. On the
last trading day in 2012, market capitalization
stood at 6.8 billion EUR, regardless of the large
number of securities excluded from the market
as result of the bankruptcy and liquidation, or

During the second half of the year corporate
bonds of the Societe Generale Bank Serbia
were admitted on the market and, through

the primary market, bonds of the Erste Bank
Novi Sad. After the primary trading Erste bank
bonds were included on the secondary market
of the Exchange, which contributed to the
enlargement of the assortment on the BELEX
debt market. Primary trading of the Erste Bank
bonds was also the first primary trading with
some financial instrument on the regulated
market since the 2003. This demonstrated the
ability to use the mechanism and technology
of BELEX for organizing primary trading of
securities.

In the second half of November 2012, the
traditional Conference of the Belgrade Stock
Exchange was held. During the Conference
topics were actualized that were previously
discussed on the meetings organized by

the Exchange and which are related to the
possibilities of capital raising for the companies
through the capital market mechanisms - Initial
Public Offerings; about improving of the debt
securities market; improvement of Investor
Relations and Corporate Governance etc.

As a conclusion, we can notice that the
recovery of the domestic market cannot be
expected without significant strategic decisions
oriented to create a more favorable investment
environment and encourage the companies

to use alternative models of financing (IPO

In the total annual turnover of the Exchange
foreign investors participated slightly less than

change in organizational form.

HISTORY AND DEVELOPMENT

The Belgrade Stock Exchange held its
Founding Assembly on 21st November 1894
and has come a long way since the first
trading sessions held in January 1895 in the
hotel ,Bosna“ on the bank of the river Sava.
In its more recent history, significant
improvements of the BELEX trading

system were made in 2003 and 2004,

when continuous and remote trading were
introduced. The first index was published in
late 2004, and up to this day the Exchange
has continued to develop indicators. Since
the beginning of 2008 the Belgrade SE has
been organizing the Roadshows. 2008 was
also the year when the BELEXFIX information
system, was released, followed by the
BELEX FIX API module implemented in early
2010, which allowed members to develop
their own trading apps. The first shares of
public enterprises were listed in 2010. At the
end of 2010 the first Award for the best IR
was awarded.

The key highlights in 2012:

In March - a Platform for Joint Action by the
Exchanges of SE Europe was signed, aimed
at improving cooperation and attracting
investors to the region.

In May - new rules and regulation entered
into force.

In June - BELEX IPO 2012 was held, in
cooperation with the Erste Bank and with the
support of the Association of Serbian Banks;

50 percent, with the increase in the bonds
trading, compared to the previous year.

In September - BELEX Day of Listed
Companies was held to promote listed
companies;

In October - first primary trading of corporate
bonds was held;

In November - the Best IR Award was given
for the best IR in 2012 to NIS a.d Novi Sad.
In November - 11th International Conference
was held.

FUTURE OUTLOOK

In 2013 the BSE will focus on the following
activities:

Promoting of IPO and listing opportunities for
Serbian non-listed companies;

Boosting of the market-making function;
Improvement of educational activities and
programs for citizens and students from
Universities in Serbia;

Organization of roadshows for domestic and
international investors;

Further development of the existing indexes
and indicators;

Exploring the possibilities of introducing new
instruments into the market;

Broadening the network of international data
vendors;

Organization of specialized seminars about
IR and corporate government for companies
in Serbia;

Improvement of media coverage of stock
exchange activities;

Editing and publishing the new version of
monthly Bulletin as well as the new edition of

process, financing through the public offerings
of corporate bonds and municipal bonds).

publication “Introduction to the stock market
operations”;

* Improving and widening the base of
companies and institutions that will be
involved in granting the award for the best IR
practice in Serbia;

» Survey of market participants about their
needs and proposals for improving of the
performance of the Serbian capital market;

* Organization of the 12th International
Conference in November;

* Modification of the BelexFIX system
according EU standards (new project,
Luxembourg Government donation);

* Work on developing it's human resources.

2012 COUNTRY OUTLOOK

Though Serbian economy faced numerous
challenges in 2012, this year will be also
remembered for the kick off of mass-production
of FIAT vehicles and South Stream Gas Pipeline
Project.

The year was flavoured by the domestic
political turmoail, particularly during the first
nine months, which led to a setback of overall
economy. Economic activity was additionaly
weakened amid a difficult global environment.
GDP contracted about 2 percent (estimation),
with a modest recovery expected in 2013. The
fiscal deficit widened sharply in 2012 relative
to the original budget and to last year’s level is
unsustainably large. Although during the first
quarter Serbia was approved with the candidate
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status for the EU membership, with no date for
beginning of negotiations, significant positive
drive of this news lacked. Declining industrial
production was mainly due to bad weather
conditions and extremely low temperatures
causing the problems in transport and electricity
supply. Poor performance in agriculture is the
main reason for the inflation which risen sharply
into double digits. Credit rating downgrade by
the Standard&Poor’s and change of outlooks
from stable to negative by Fitch contributed to
further depreciation of the local currency. In the

Key macroeconomic indicators*

second half of August came the ease to the
depreciation pressures and dinar recovered due
to the government moves (subsidized loans)
and monetary policies measures. Changes to
the regulations on reserve unleashed a portion
of foreign exchange funds, though the first

nine months saw a low level of bank lending
with a high proportion of problematic loans to
businesses and households in the total loans.
These effects were immediately translated to
currency movements and led to an appreciation
in the last quarter.
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The region is still facing common problem

of extremely low liquidity. Characteristic of

low liquidity are significantly distorted prices
of traded assets, and lack of confidence in
market mechanism. Chronic lack of large
institutional investors and their crucial role in
providing liquidity and reducing volatility again
brought under the spotlight the issue of closer
cooperation and connectivity in the region.
Though, making progress on the extensive
structural reform agenda still remains essential
for unlocking Serbia’s growth potential.

Q1 Q2 Q3
2002| 2003| 2004| 2005| 2006| 2007| 2008 2009| 2010( 2011| 2012] 2012 2012
Real GDP growth (in %)" 43 2,5 9,3 54 3,6 5,4 3.8 -35 1,0 16| 23| -06] -25
Consumerl prl;:es (in %, relative to the same month 14.8 78| 137| 177 66| 110 86 66| 103 70 32 55 103
a year earlier)?
NBS foreign exchange reserves (in EUR million) 2.186| 2.836| 3.104| 4.921| 9.020| 9.634| 8.162| 10.602| 10.002| 12.058]11.073/10.161| 9.833
Exports (in EUR million)?® 3.125| 3.847| 4.475| 5.330] 6.949| 8.686| 10.157| 8.478| 10.070| 11.472] 2.519| 3.031| 3.083
- growth rate in % compared to a year earlier 16,00 231| 16,3] 19,1 304 250/ 169| -165| 188 139| -26 52 32
Imports (in EUR million)®® -6.387| -7.206| -9.543| -9.613[-11.971|-16.016|-18.843|-13.404|-14.643|-16.627| -4.042| -4.323| -4.235
- growth rate in % compared to a year earlier 272 128| 324 0,7] 245/ 338 17,71 -289 92| 136 55 6,3 1,3
Current account balance®®
(in EUR million) -671|-1.347| -2.620[ -1.778| -2.356| -5.053| -7.054| -1.910| -1.887| -2.776|-1.177| -738| -546
as % of GDP 42| -78| -138| -88| -101| -177] -21,6 -6,6 -6,7 -89| 17,0/ -103] -75
Unemployment according to the Survey (in %)° 13,3 14,6/ 185] 208 209| 181 136 16,1 192 230| 255 / /
Wages (average for the period, in EUR) 152,1] 176,9| 194,6] 210,4| 259,5| 347,6| 402,4| 3379| 330,1] 3725| 357,6/ 3635 351,8
RS budget deficit/surplus (in % of GDP)® 43| -26] -03 0,3 -19 -1,7 -1,7 -3,4 -3,7 42| 71 72| 40
Consolidated Sscal result (in % of GDP) -18] 24 0,8 0,9 -1.9 -2,0 -2,6 -4,5 -4,7 50/ -73] -70[ -42
RS public debt, (external + internal, in % of GDP)9"| 729| 669| 553| 522| 37,7] 315] 292| 34,7 445| 487 520[ 56,0 55,1
RSD/US$ exchange rate (average, in the period) 64,70 57,56| 58,44| 66,90/ 67,01| 58,39| 5576| 67,47| 7791| 73,34| 82,38| 88,77| 93,55
RSD/US$ exchange rate (end of period) 58,98| 54,64| 5794| 7222| 59,98| 53,73] 6290 66,73] 79,28 80,87| 83,31| 92,15| 88,94
RSD/EUR exchange rate (average, in the period) 60,66| 65,13| 72,70 83,00{ 84,10| 79,96/ 81,44| 93,95| 103,04| 101,95|108,11|113,73[116,95
RSD/EUR exchange rate (end of period) 61,52| 68,31| 78,89| 8550 79,00| 79,24| 88,60| 9589| 10550| 104,64|111,36/115,82|115,03
Memorandum
GDP (in EUR million) 16.028[17.306[19.026{20.306| 23.305| 28.468| 32.668| 28.954| 28.006] 31.140| 6.966| 7.261| 7.526

*source: National Bank of Serbia

1) At constant prices of previous year.

2) Retail prices until 2006.

3) Trade with Montenegro is registered within relevant
transactions as of 2003 GDP
4) In accordance with BPM 5, a portion of estimated

Key Information Contacts
National Bank of Serbia www.nbs.rs

remittances was transferred from the financial account
to the current account.

5) Source: Labour Force Survey, Statistical Office.

6) Source: MoF for public debt and NBS for estimated

7) Gouverment securities at nominal value.

Securities and Exchange Commission www.Sec.gov.rs
Central Securities Depository and Clearing House www.crhov.rs
Ministry of Economy and Regional Development www.mfp.gov.rs/?change _lang=en

8) As of 1 January 2010, the Statistical Office, according
to UN recommendations, applies the general trade
system which is a broader concept and includes all
goods entering/exiting the country's economic territory,
apart from goods in transit. The Statistical Office
published comparable data for 2007, 2008 and 2009.

Previous years are disseminated under a special trade
system.

9) NBS estimate.

Notes: 1. Data are subject to corrections in line with the
official data sources.

CONTACT INFORMATION

Contact Name Ms. Marija Babic

E-mail marija.babic@belex.rs

Website www.belex.co.rs
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Lucian Anghei
President of the Board of Governors

1. Support the successful closing of the
state companies’ public offers

During the first part of 2012, BVB designed and
publicly submitted the technical and operational
offer for running public offers through BVB.

Out of the announced privatization program,
the secondary public offer for Transelectrica
was the only finalized offer, but represented

a real success. During the first stage, BVB
contributed to the promotion of the offer, by
participating, along with the SPO syndicate,

to a series of external dedicated roadshows,
and by marketing the offer, through all
accessible national and international

means. BVB answered to participants’ and
investors’ requirements by upgrading its rules
and systems in order to comply with best
international practices, as well as by ensuring
transparency to the subscription process.

Also, BVB got involved in regulatory activities
and in activities of consultation of the main
stakeholders and representatives of the
involved authorities, with a view to increasing
the chances of success for future offers. The
Cooperation Memorandum with OPSPI was
extended, and conferences, seminars and
workshops were organized, having as topic the
public offers executed via the stock exchange.

2. List new companies on BVB and
increase the number of active investors

In 2012, BVB continued its activities to attract
new private companies on the stock exchange
and to promote funding through the local
capital market. These activities were aimed at
monitoring the press, identifying and selecting
potential companies meeting the requirements
to be admitted to trading on the regulated
market or on the alternative trading system
managed by BVB, as well as at documenting
on the selected potential companies and
economic sectors within they operate, at
organizing meetings with such companies and
follow-up.

BVB'’s Board approved facilities intended to
stimulate the listing of new companies on
the regulated market and on the alternative
trading system, both for issuers (exemption
from payment of the processing fee and

the fee for admission to trading), and for
initiating companies (maintaining the measure
on granting an EUR 2,000 bonus to each
Participant which brings an issuer for listing
on the regulated market and EUR 500 bonus
to each Participant which brings an issuer for
listing on the alternative trading system).
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BVB’s Board approved facilities intended to
stimulate the listing of new companies on
the regulated market and on the alternative

trading system.

Since the beginning of the last year,
amendments to the BVB Code were operated,
enabling the admission to trading on ATS of
companies originating from non-EU member
states. After the approval by the NSC of those
amendments, by the end of March 2012, the
first 5 American companies started trading

on BVB's ATS, their number increasing to

11 during the year. Also, other 5 companies
originating from EU member states started
trading on the ATS (the International Section),
their number reaching 26 by end-2012. Also,
the first Romanian company listed on ATS
started trading on this market.

BVB supported the companies intending to
become listed on the ATS segment and the
brokers by preparing a set of recommendations
regarding the information to be included in the
companies’ presentation documents for their
listing on CAN-ATS.

The promotion of the capital market among
investors was made by organizing and
participating to some events as the “Actuality
in business” conference, organized by
doingbusiness.ro, and “Entrepreneur, seeking
financing” organized by Wall-Street.ro. Also,
in 2012, “BVB Afterschool Investor” seminar
took place, dedicated to the presentation of
the financing through the capital market to
Romanian SMEs.

3. Develop capabilities, products and
services offered by BVB Group

Last year, BVB supported the development

of the structured product segment, the
average number of such instruments available
registering a significant increase compared to
2011. During 2012, a novelty element was the
launching of the first bonus certificates issued
by Erste Bank. The same issuer also brought to
the market the first certificates having the E-mini
S&P 500 futures contract as underlying asset.

The development of the structured product
segment also benefited from SSIF Broker’s
initiative to join Erste Bank and Raiffeisen
Centrobank in the process of designing such
instruments, becoming the first Romanian
issuer of structured products.

BVB continued the steps started in 2011,

by operating amendments to the BVB Code
related to the implementation of a deal market
for structured products, as well as a market
for trading the redemption value related

to individual issues of turbo certificate, in

two successive trading sessions, when the
“knock-out” price corresponding to the issue in
question is reached.

2012 was also the year of launching the first
Romanian ETF - undertakings for collective
investments in transferable securities admitted
to trading on the regulated market, having as
investment policy objective the tracking (fully or
partially) of BET index.

BVB also supported mutual funds active in
Romania, by building an investible index,
namely the BET-BK index (Bucharest Exchange
Trading Benchmark Index), to be used by
fund managers as reference index. BVB
answered this need by including BVB-listed
foreign companies in the index structure

and by implementing a calculation method
which reflects the legal requirements and the
investment limits of the funds (the calculation
of the index takes into consideration criteria
related to liquidity and the weights of the
included companies).

Another object achieved last year is the
extension of the applicability of the global
accounting system and the non-pre-validation
mechanism to all financial instruments admitted
to trading on BVB'’s regulated spot market,
enabling consistency with mechanisms used
by developed capital markets, higher market
attractiveness and accessibility for brokers.

With regard to the technological platform and
market architecture, in 2012 BVB invested

in the development of the infrastructure of

its own Data Center in compliance with the
requirements of the NSC Instruction No
2/2011, the ESMA-EMIR requirements and
the requirements of other standards in the
field. These investments reflect the need

for development and upgrading, taking into
consideration the operating level reached by
BVB in the last years, as well as the need to
eliminate existing operating risks.

BVB made efforts to develop the infrastructure
with a view to supporting public offers, by
taking measures involving:

* flexibility, by configuring public offers in
compliance with the prospectus approved
by the NSC and the technical protocol
between BVB and the intermediary of the
public offer (which may require ways of
disseminating subscriptions in real-time,
implementing various types of allocations,
etc)
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* accessibility, through the access
infrastructure at the level of international
standards; and

* security, by using the BVB technical
platforms which have proved their reliability,
safe functioning and provided backup
systems and operating continuity plan.

4. Improve the corporate governance and
functioning of the BVB as a Group

BVB's activities in this direction focused both on
the improvement of the corporate governance
framework within BVB, as well as on promoting
the Corporate Governance among participants
on the capital market.

At BVB's level, one of the actions was the
inclusion in the 2011 Annual Report of a chapter
dedicated to corporate governance. Also,

a project team was set up to amend BVB'’s
Articles of Incorporation, intended to bring
more clarity, to ensure the compliance with the
best corporate governance and transparency
standards and to eliminate any unjustified
barriers in shareholders’ rights exercising. The
project is also aimed at revising and updating
the Articles of Incorporation at BVB Group level.

BVB'’s Board intends to increase BVB's
compliance to its own Corporate Governance
Code. At present, the work on the Company’s
Corporate Governance Statute, the Information
Dissemination Policy, the Company’s
Procedure on General Meetings and the Public
Consultation Procedure is in progress. These
procedures also depend on the approval of
the Articles of Incorporation which shall be
submitted to the next General Meeting of
Shareholders for approval.

During 2012, 32 Board meetings took place,
of which 20 with the presence of the members
of the Boards, the remaining 12 implying
electronic communication media.

With regard to promoting the Corporate
Governance principles among the capital
market participants, besides the participation
to various dedicated events (in partnership
with the Corporate Governance Institute,
Fondul Proprietatea, Bloomberg, Deloitte,
PwC Romania), BVB signed with OPSPI the
Addendum to the Cooperation Memorandum
between the two institutions, through which CGI
would provide state-owned companies with
consultancy services to prepare them in view
of their privatization/listing. Towards the end of
the year, discussions with EBRD materialized
in the launching of a joint project focused on
the development of the corporate governance
and reporting practices in companies listed

in Romania according to the BVB Corporate
Governance Code, the development of
guidelines for implementation of the Code, the
design of a method to monitor the compliance
of the issuers with corporate governance
principles and the development of a dedicated
index.

Also, BVB participates to a joint project with the
Central Depository, on processing corporate
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operations in compliance with European
standards in the field.

BVB was also involved in the process of
amending various laws, an example in this
regard being the shareholders’ representation
matter.

5. Simplify and improve regulations, reduce
bureaucracy and apply international best
practices

BVB granted special care to identifying the
problems raised by investors, participants
and issuers. A survey was organized among
participants, investment banks, law firms, etc.,
in order to adapt the tender books for future
offers to be initiated by OPSPI to the realities
of the market, the outcome representing

the subject of a conference to which all
involved parties were invited, benefiting from
the opportunity of a direct and constructive
dialogue.

A priority for 2012 was to promote the
simplification and standardization of the foreign
institutional shareholders’ access to general
meetings of the companies listed with BVB.

BVB organized consultations and debates
with regard to the foreclosure of securities
through the capital market, aiming to clarify the
inconsistencies between the Civil Procedure
Code and the legal and regulatory framework
applicable to the capital market. At BVB's
initiative, a joint work group was organized

in collaboration with other capital market
institutions, to the end of finalizing the steps
for the design of a legal framework proper for
those aspects.

Another project was the collaboration with other
entities of the BVB Group in order to promote
the formal segregation between the trading
accounts and the settlement/custody accounts
to the purpose of ensuring the compliance with
the international global accounts standards
and practices. To this purpose, with the NSC
support, a first step could be finalized, namely
the extension of the use of global accounts to
all spot markets managed by BVB.

BVB participated to consultations organized

by the Private Pension System Supervisory
Commission (CSSPP) and other authorities,
on matters that have an impact on the capital
market, by promoting principles favoring the
development of this important segment of the
market economy. Moreover, BVB initiated the
standardization process for documents related
to the listing on the stock market and issuers’
reporting, a first step being finalized with regard
to the alternative trading system CAN-ATS. In
2012, BVB also focused on the clarification of
the RASDAQ market and not-listed securities
market statutes, by participating to the
consultations organized by the NSC and
offering solutions and the required support.
Currently, this project is in the phase preceding
the phase of a law draft.
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6. Increase BVB’s and issuers’ visibility,
along with increasing awareness of the
important role of the Romanian capital
market

During 2012, BVB executed a number of PR
and marketing programmes to the purpose of
positioning the capital market as instrument
for financing and promoting existing issuers
and financial instruments on the local market
among the investors.

Various events were organized, where

BVB developed partnerships with media

institutions (Wall-street.ro, doingbusiness.ro,

etc), brokerage firms (Tradeville, Intercapital),
issuers (Fondul Proprietatea - FP) and other
organizations (Junior Achievement Romania,

British School of Bucharest, Bloomberg etc)

for the purpose of developing educational and

training programmes intended to promote

the capital market as financing alternative,

BVB's products and services (structured

products, derivatives, ETFs) and capital market

mechanisms. The sequence of events named

“Open Doors Day at the BVB” continued

with 19 new editions, and also other events

and projects were organized, such as the

3 editions of the “BVB Afterschool Investor”

project, the “BSB the Apprentice” investment

game, the ‘Job Shadow Day” event, the
trading competition for students, developed in
partnership with Junior Achievement Romania

(JAR) and Tradeville, as well as the internship

programme within BVB. In addition, the

following seminars were organized:

» for the companies within the Property Fund
portfolio (in partnership with the PF and the
Corporate Governance Institute), regarding
corporate governance issues in state-owed
companies,

 for financial managers of companies listed
at BVB and of companies included in the
FP’s portfolio, regarding the Bloomberg
investment solutions which may support
managers in their decision-making process.

In order to increase the visibility of the listed
companies and financial instruments, BVB

has organized many official openings of the
trading sessions, promoting both issuers from
regulated share market, as well as investment
alternatives: new structured products, new
issuers on ATS (international companies or Pro
Vorbas, the first Romanian company listed on
ATS), corporate bonds or ETFs.

With regard to the positioning of the capital
market as financing alternative, BVB organized
and participated as partner, in conferences,
roadshows, workshops and various other
events, along with partners such as the London
Stock Exchange, the Brokers’ Association,
KPMG Romania, Citibank, Salans Romania,
Goldman Sachs, EBRD, Wood&Company, the
Ministry of Economy, Commerce and Business
Environment (through OPSPI), Erste Group
Bank AG, Medien Conferences, Wall-street.

ro, etc
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7. Develop the dialog between BVB and
relevant institutions/authorities

BVB promotes a constructive dialogue with the
NSC, to the end of promoting proposals aiming
the development of stock exchange market.
Following the meetings with the NSC members
at BVB'’s Board level, joint working groups were
set up at executive level intended to implement
the actions agreed by the senior management.

In addition, regular meetings with the
representatives of the relevant authorities were
organized to promote strategies proposed by
BVB (such as the promotion of a stimulating
taxation framework for issuers and investors,
the development of privatizations through stock
exchange mechanisms). A success in this
regard was the amendment to the Fiscal Code,
by which the number of tax statements afferent
to earnings/losses of value from transfer of
securities (other than shares and securities for
closed companies) was reduced, becoming
effective starting with January 1, 2013. Hence,
the four quarterly statements submitted before
this amendment were replaced by only one
annual tax statement, the number of payments
for the tax owed following such operations
being also reduced.

A remarkable event of the year was the
partnership with the London Stock Exchange,
which was marked by the official opening of a
trading session at BVB followed by the official
opening of a trading session at the LSE by a
delegation built up of representatives of the
capital market in Romania and chaired by a
representative of the Government of Romania.
Various events were organized for the purpose
of mutual knowing, experience exchange and
joint projects’ promotion.

During the year, BVB organized presentations
at several international events to the end of
promoting the Romanian capital market, its

potential and also the announced privatizations.

8. Increase BVB’s educational role

One of the objectives of this strategic direction
is to change BVB into an opinion leader with
regard to the capital market. To this end, an

HISTORY AND DEVELOPMENT

There are more than 125 years since the first
trading floor opened its doors in the centre of
Bucharest, very close to the National Bank, on
the 1st of December 1882. This event followed
the first “Law on bourses, mercantile traders
and intermediaries” enacted in 1881, following
the French model. This bill was the legal
framework for the functioning of the stock and
mercantile exchanges in Romania.

It developed into a very dynamic exchange due
to the companies listed, mainly from sectors like
banking, mining, oil, insurance and transport.
During the wars, as the entire Romanian
economy flourished, the Stock Exchange also

educational programme was designed, its
beneficiaries being students, investors, issuers,
companies and mass-media.

The collaboration with Junior Achievement
Romania, a non-profit organization which
implements economic, entrepreneurial,
financial and professional orientation education
programmes in schools, generated several
activities and events which involved the capital
market, the stock exchange investments,
trading competitions and official prize
awarding. Hence, 4 conferences, 2 webinars
were organized in the country, as well as the
Job Shadow Day event for 2 high-school
students wishing to become brokers. A trading
competition was also organized in partnership
with JAR and Tradeville, to which more than 500
students participated.

The collaboration with the Bucharest School of
Business has led to the inclusion of the stock
exchange investment among the stages of “The
Apprentice” contest.

The “Afterschool BVB” Programme, a new
educational programme, opened the sequence
of interactive practical seminars, following the
interest expressed by investors for technical
and practical information. The project scope
for 2012 was to intensively train more than 150
existing and potential investors, Wall-street.ro
readers, in the field of financial instruments and
stock exchange mechanisms used by BVB.

BVB has organized several internship
programmes of which 11 students from
economic and legal areas benefited,
contributing in this manner to their familiarizing
with the special procedures and mechanisms,
training them either for a professional
orientation, or for the capacity of investor.

The conferences and seminars organized by
BVB or to which BVB actively participates are
likely to have the largest impact, due to the
opportunity of a direct dialogue with a great
number of participants. In this regard, 2012
was a very intense year, the 17 conferences
and seminars representing a record number

recorded its booming period. In 1935 there were
56 shares listed and 77 fixed income securities.
After a peak in 1938, the Stock Exchange was
closed in 1948, when the new communist
regime nationalized all companies.

A new beginning for the Romanian capital
market was in 1994 when Romanian Parliament
passed the first capital market law, setting

up the legal framework for creation of all new
capital market institutions.

The Bucharest Stock Exchange was re-
established in April 1995, and the first trading
day took place on 20 November, same year.
From the beginning, the entire trading process
took place in a dematerialised environment.
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compared to previous years. Among other

events organized by BVB or to which BVB

participated as partner, the following are worth
mentioning:

* an educational seminar for companies in
the portfolio of Fondul Proprietatea, during
which a presentation of the GEO 109/2011
and its effects was made (in partnership with
the Corporate Governance Institute and FP);

* an educational seminar for financial
managers of the companies listed with BVB
and of those included in FP’s portfolio (with
the support of Bloomberg);

» the “Capital Market Maturity” conference
(organized in partnership with Wall-street.
ro);

* an interactive workshop regarding the DOs
and DON'Ts survey on tender books and
execution of public offers for state-owned
companies through BVB (in partnership with
OPSPI and Erste Group Bank AG).

BVB has also actively participated in:

events for institutional investors, organized

by Wood&Company in Warsaw, by Erste

Bank in Vienna and by FP in Bucharest, the
“Entrepreneur, seeking financing” conference
organized by Wall-street.ro, the seminar on
stock exchange education, organized by
Wall-street.ro in partnership with Pioneer Asset
Management, the sequence of conferences
organized by International Business Promotion,
“New reality in business. Road toward
performance”.

BVB was equally concerned with continuing the
series of events under the “Open Doors Day

at the BVB” programme, aiming to familiarize

a high number of visitors with the basic
principles of the stock exchange operations,
the presentations under this programme

being adapted according to the age and
knowledge level specific for each targeted
group. The transparency level with regard to
BVB'’s events and activities increased, with daily
communications on new products, novelties in
the regulatory field, events, decisions of BVB'’s
Board, official openings intended to mark some
events or to honor certain personalities.

The most recent regulations are harmonized
with the latest EU legislation regarding the
capital market.

Institutional changes took place also during its
15 years of operation. Set up in the beginning
as a public interest institution, Bucharest Stock
Exchange went through a demutualisation
process in 2005. The BVB externalised the
registry/ clearing functions and the new Central
Depository was set up at the beginning of 2007,
having the Exchange its main shareholder.

BVB, along with the Central Depository, the
Corporate Governance Institute, the newly set
up Bucharest Clearing House for the derivatives
market and Investors Compensation Fund, is
currently part of the BVB Financial Group.
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Key figures in 2011

New listed companies: Fondul Proprietatea,
Concefa, Retrasib, Electromagnetica, Artego
REITs: New Property Investments

New shares on the BVB Alternative Trading
System: E.ON AG, Deutsche Telekom AG and

Bayer AG, Christian Dior, Danone, Heineken and

L'Oreal shares

News:
* the trading session for structured products

and securities traded within ATS International

was extended.

* global accounts and non pre-validation
mechanisms availability for the shares in the
BET index developed by BVB.

* new Market Makers for BVB regulated spot,
derivatives and ATS markets.

Derivatives market: new futures contracts with

commodities, index, shares and currencies as

underlying.

Structured products: certificates turbo long
and short issued by Erste Group Bank AG and
Raiffeisen Centrobank AG with index, shares,
commodities, currencies as underlying.

FUTURE OUTLOOK

How does 2013 look like:

* SPO for 15% of Transgaz shares -
oversubscribed offer, process finalized on
April 22

* |IPOs of SOEs included in the privatization
program - Romgaz in H2.2013,
Nuclearelectrica TBD, Hidroelectrica TBD,
Posta Romana TBD

Key Information Contacts

National Securities Commission www.cnvmr.ro
National Bank of Romania www.bnro.ro
National Institute of Statistics www.insse.ro
Ministry of Public Finance www.mfinante.ro
Romanian capital market www.kmarket.ro

Romanian Asset Management Association www.aaf.ro

Support the IPOs and listing of the SOEs
and private companies on the domestic
exchange

Consultancy for IPO rolling and listing of
SOEs in a joint BVB-OPSPI pilot program
Support the IPOs of private Romanian
companies with sizes between 20-60 EUR m
BVB, on the medium term, to achieve
upgrade from frontier to emerging market, as
per MSCI Market Classification Framework.
In order to upgrade, there are no criteria

on economic development to be achieved,
BVB already fulfills the market accesibility
criteria, but does not comply with the size
and liquidity requirements (at least 3 large
companies, with minimum capitalization of
US$ 898 m, float capitalization of US$ 449 m
and 15% of ATVR liquidity)

To improve by the capital market institutions
the trading and post-trading mechanisms
and the regulatory framework in order to
ease and to make cost effective the access
of foreign investors to the market

Develop the corporate governance
framework at national level by supporting
the implementation of the Corporate
Governance Code, the GEO 109/2011 and
the recruitment of private managers for SOEs
Design a national strategy for capital

market, which will consolidate a series of
objectives to be reached in a predictable
and encouraging regulatory and fiscal
environment.

The main purpose of BVB is to fulfill its primary
role of offering a consistent financing alternative
to Romanian companies

Private Pension System Supervisory Commission www.csspp.ro
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CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

External Factors

Coming from the changes in the EU capital
market regulatory framework, as well as
from the European economic and business
climate

MIFID2 and the effects of its implementation,
like the tighter requirements on portfolio
management, investment consultancy

and investors protection. On local market,
Corporate Governance training needs to be
intensified

EMIR and the effects on the derivatives
market and the CCP

The foreign stock-exchanges consolidation
process brings pressure to small exchanges
in terms of market accessibility and pricing
policy

Internal Factors

Coming from the macroeconomic climate
and the domestic capital market architecture
The roll of the public offers through BVB,
based on a pre-established calendar

The functioning of the domestic capital
market as per the best practices in the field,
so that foreign investors trade on BVB at the
standards they are used to “back home”

CONTACT INFORMATION

Contact Name Ms. lleana Botez

E-mail communication@bvb.ro

Website www.bvb.ro
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We observed that in 2012, similar to the
previous years, the world capital markets
remained under the strong impact of the
ongoing global financial crisis, the effect of
which has been a substantial reduction in
trading volumes. As a result, the necessity and
efficiency of organized markets have been
seriously put into question.

Although the Bulgarian Stock Exchange
registered in the past year a 20% increase in
its turnover and a generally good performance
of its major indices, we still do not see any
significant signs of a sustainable upward trend.

In order to cope with the continuing crisis the
various countries have looked for different
solutions and launched diverse initiatives.

In Bulgaria, privatization through the stock
exchange was the main anti-crisis tool used

HISTORY AND DEVELOPMENT

The first Stock Exchange Act was adopted

in 1907 and regulated the structure and
operations of stock and commodities
exchanges. The Securities, Stock Exchanges
& Investment Intermediaries Act was adopted
in July 1995, which led to a process of stock
exchange consolidation. In July 1997, the
present Bulgarian Stock Exchange-Sofia
was established. In accordance with the
requirements of the new law, a Securities

& Stock Exchange Commission was set up.

On 9 October 1997 the Commission officially
licensed the BSE-Sofia. The first trading session
on the regulated market took place on 21
October 1997. By the end of 1999 there were
32 companies listed on the Official Market and
about 1,000 companies admitted for trading on
the Free (OTC) Market as a result of the mass
privatization program. On 6 December 2001 the
Commission officially licensed the BSE-Sofia to
organize an Unofficial Market, which replaced
the Free Market and set clear rules for regulation
of all companies traded on the Exchange.

BULGARIAN STOCK EXCHANGE
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The necessity and efficiency of organized
markets have been seriously put into

question.

by the government to generate a positive

effect on our market. The successful sale last
year of the 33% state-owned minority stake in
the three major electricity power supply and
distribution companies - Energo-Pro, CEZ and
EVN - through the BSE, triggered the interest of
the investors and boosted the liquidity on the
market.

After these big-scale privatization deals the
government’s resources to support the stock
market seem to have been more or less
exhausted (if we don’t take into account the
possible measures it could undertake for
improving the existing regulatory framework).
This situation has stimulated the market
participants to search for innovative anti-crisis
solutions and to adjust their business models
in order to be able to face the current financial
turbulences.

In December 1999 a new Public Offering of
Securities Act was adopted by the Parliament.
The law is aimed at providing protection for
investors and creating prerequisites for the
development of a transparent capital market
in Bulgaria with criteria similar to those of the
European Union.

The Securities & Stock Exchange Commission
was first renamed the National Securities
Commission, but in March 2003 it was
replaced by a new supervisory body - the
Financial Supervision Commission (FSC).
More than just a name change, the move
pulled together the regulation of a number

of financial (non-banking) sectors under one
body. The regulatory changes during the year
directly improved conditions for investors and
issuers, as well as underlined the government’s
commitment to encourage wider overall
development of the capital markets.

The BSE, for example, is intent on using its
expertise to further develop the clearing and
settlement infrastructure. This should facilitate
the introduction of new tradable financial
instruments on the stock market. Among our
immediate goals is also to set up and launch an
organized market for carbon emissions trading.
We firmly believe that all these efforts will further
restore the confidence in our capital market and
attract a new wave of investors and potential
issuer companies in the coming months.

FUTURE OUTLOOK

* Successful sale of the 50% state-owned
share in the exchange and the Central
Securities Depository. The process is
expected to be completed till mid-2013;

* BSE-Sofia on the way to wider international
recognition and stronger investment
appetite;

* Expansion of the clearing services portfolio
and adoption of internationally accepted
best practices in the post-trading space with
the aim to attract more foreign investors;

» Easier flow of foreign capital;

* Long-awaited recovery of the local capital
market;
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CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

1. BSE-Sofia has made changes in the market
segmentation during the first quarter of 2012
which were related to creating a second
regulated market (Bulgarian Alternative Stock
Market or BaSE), where low liquidity financial
instruments are to be traded. All instruments,
which do not meet certain minimal liquidity and
corporate governance criteria, were transferred
to BaSE market. Liquid shares with good
corporate governance, bonds, UCITs, structured
products and subscription rights will be traded
at the existing market called BSE main market
(BSE). The amendments came into power as of
March 01, 2012.

2. BSE-Sofia extended the duration of the
trading sessions till 5.30 p.m. as from July 02,
2012 according to the following time schedule:

9:30 a.m. - 10:00 a.m. Pre-trading

10:00 a.m. - 10:10 a.m. Opening auction
10:10 a.m. - 4:55 p.m. Continuous trading
4:55 p.m. - 5:00 p.m. Closing auction
5:00 p.m. - 5:30 p.m. Post-trading,

Key Information Contacts

Financial Supervision Commission www.fsc.bg
Central Depository www.csd-bg.bg

Bulgarian National Bank www.bnb.bg

The Decision has been taken in implementation
of the goals set in the Development Strategy of
BSE-Sofia, namely aiming at synchronization
with the European markets and attraction of
more foreign investors and clients.

BSE-Sofia statistics

Total turnover on the regulated market reached
US$ 568 min in 2012 which was an increase

of some 11% year-on-year. The main reason

for the increase came from the successful
privatization through the Exchange of the state
stakes in the electricity distribution companies
CEZ Distribution Bulgaria, CEZ Electro Bulgaria,
Energo-Pro networks and Energo-Pro Sales.

The number of financial instruments admitted to

trading on the markets, organized by BSE-Sofia,

was 496 at the end of 2012 compared to 507 at
the end of 2011. During the year some 27 new
issues were registered at the Exchange, incl.

1 initial public offering, 13 secondary offerings
and 13 bond issues, which was an increase of
59% year-on-year.

Invest Bulgaria Agency www.investbg.government.bg

National Statistical Institute www.nsi.bg
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The market capitalization of the markets
operated by BSE-Sofia reached US$ 6.46
billion at the end of 2012, an annual increase
of some 27%. The fall in the capitalization led
to a decrease in the Market capitalization/
Gross domestic product ratio - from 16.13% to
12.71%. Three of the four indices of BSE-Sofia
increased their value in 2012. The main index
SOFIX rose by 7% and local broad index BG40
- by 10%. BG REIT which contains companies
that operate in the field of securitization of real
estate or land registered the biggest increase
on an annual basis (+55%). The equal-weighted
indicator BGTR 30 was the only index that
decreased in value last year (-2.51%)

CONTACT INFORMATION

Contact Name Mr. Panteley Karassimeonov

E-mail bse@bse-sofia.bg  Website www.bse-sofia.bg
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DAMASCUS SECURITIES EXCHANGE

The market capitalization of the listed
companies in the DWX at the end of 2012

Mohammad Ghassan Qala’a
Chairman

The year 2012 witnessed many events that

had impacts on DSE, Desbite that DSE tried

to reduce the impact of these events that the
country is going through it. So at the end of the
of 2012 DSE witnessed an apparent recovery
on significant amount of listed stocks.

The wighted price index of Damascus
Securities Exchange (DWX) at th end 2012
which reached (769.60 point) marking a
decrease by (99.91 points) than the previous
December 2011 with a percentage change of
(-11.49%).

HISTORY AND DEVELOPMENT

During 2012 a new Board of Directors has been
formed, where Mr. Mohammad Ghassan Qala’'a
became the chairman.

Damascus Securities Exchange (DSE) was
established based upon Decree number /55/ for
the year 2006, issued by the Syrian President
Dr. Bashar Al Assad, the Exchange activities

are based upon the provisions of this law and
based upon the law of the Syrian Commission
on Financial Market and Securities number /22/
for the year 2005.

DSE is managed by a Board of Directors
consisting of (9 members) and a Chief Executive
Officer Dr. Mamon Hamdan who manages the
daily activities of the Exchange and raises his
reports to the Board. DSE was launched on the
10th of March 2009 with (6 listed companies)
they were divided into 4 companies in the main

was US$ 952 million.

The traded value decreased from (140

million US$) (7.8 billion syrian pound) in 2011
compared to (27.6 million US$) (2. 14billion
syrian pound) in 2012. The daily average value
of trading in 2012 decreased to (186 thousand
US$) (14.48 million Syrian pound) compared
to (0.7 million US$) (39 million Syrian pound)

in 2011. In 2012 there were (148 trading days)
compared to (202 trading days) in the previous
year.

The number of traded shares in 2012
decreased to (11.20 million shares) compared

market and 2 in the growth market, with (4
brokerage firms) that are licensed to trade in the
Exchange.

At the end of 2012 the number of listed
companies reached 22 companies, they are
divided in to 9 companies in the main market,
12 in the growth market - A, and 1 in the growth
market - B, with (8 brokerage firms) that are
licensed to trade in the Exchange.

FUTURE OUTLOOK

As always DSE seeks for improve its strategies

in the awareness through diversifying and

publishing information and by taking part in

conference, lecture, exhibitions that aims to give

an introduction regarding the exchange. And it

will foucus on:

* Develop some new indices.

* Continuing to upgrad the technical
infrastructure

(17.79 million shares) traded over the previous
year 2011. The daily average of traded shares
also decreased to (75.7 thousand shares)
compared with (88.1 thousand shares) in 2011.

The number of executed trades decresed to
(8,334 trades) compared to (41,132 trades) in
2011.

The market capitalization of the listed
companies in the DWX at the end of 2012 was
(952 million US$) (74.04 billion syrian pound)
with an decrease of 35.63%.

* Develop internal processes.
* Work on developing it's human resources;

DSE will continue to attract more listed
companies, and will also seek more cooperation
with stock exchanges worldwide, with the aim

of exchanging information and expertise. In
addition, DSE will pursue strategic partnerships
in many different areas that we hope to add
value to all parties involved.

ECONOMIC AND POLITICAL
DEVELOPMENTS

We can not say that the Syrian economy was
good in 2012 due to change in global and
regional circumstances that took place in the
world during 2012, which affected Syria later,
and impacted on the economy significantly,
resulting in bloking and slowing of projects
which was scheduled to be completed localy
during the year.

CONTACT INFORMATION

Contact Name Lubana Abdo

E-mail labdo@dse.sy

Website www.dse.sy
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EGYPTIAN EXCHANGE

We sturdily believe that the Revolution of
January 25th offers a unique and historic
opportunity to dramatically improve the
way Egypt is governed.

Dr. Mohamed Omran
Chairman

As we all know, in 2011, a series of events all
over the globe has rocked investors’ confidence
over the year starting with the Arab spring, then
the tsunami in Japan and culminating with the
seismic events surrounding the euro zone debt
crisis since the summer.

A year ago, Egypt the most populous country
in the Arab world has erupted in mass protests
in January 25th 2011 against the rule of Hosni
Mubarak. Following eighteen days of popular
protests, President Mubarak stepped down on
February 11, 2011. The Supreme Council of the
Armed Forces (SCAF) assumed the president’s
responsibilities and vowed to oversee a
peaceful transition process leading to free and
fair presidential elections. Accordingly, SCAF
quickly suspended unpopular provisions of
the constitution and Egypt held its first free
and fair voting on March 19 approving nine
constitutional amendments to pave the way for
the parliamentary and presidential elections.
Nevertheless, as Egyptians stood at Tahrir
Square and rejoiced at their new-found
freedom, the lack of security and concern over
the course of political events proved to be
economically costly. With Egypt’s stock market
closed for nearly eight weeks, investors were
worried that the full effect of the protests that
ousted the President will be even larger than

EXCHANGE BACKGROUND

The Egyptian Exchange (EGX) dates back

to more than 125 years. Alexandria Stock
Exchange was officially established in 1883,
followed by Cairo in 1903. The two exchanges
were very active as one the oldest Futures
Market for Cotton in the world back in the 1940’s
and the Egyptian Exchange was ranked as the
fifth in the world. Nevertheless, the socialist
policies adopted in the mid 1950 have led

to a drastic reduction in activity on the stock
exchange, which remained dormant during
1961 till 1992.

In an attempt to re-activate the market, the
government opted for the public offering
of the state owned enterprises through the
privatization program, which provided the
impetus for its revival.

In 1997, The Egyptian Exchange (formerly
known as Cairo & Alexandria Stock Exchange)
started its modernization program in terms of
legislation and infrastructure to keep abreast
with globalization and internationalization.
Stocks, bonds and funds are traded on EGX.
In addition to a number of structured products,
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anticipated. However, the stock exchange
reopened and proved to be resilient to the
political turmoil with a noted demand from
investors especially Egyptians answering the
appeals to help save the exchange and, by
extension, the Egyptian economy.

After the downturn post the 25th Revolution, the
Egyptian Exchange commenced a promotional
campaign with the aim of rebuilding the
investors’ confidence in the Egyptian Economy
and its Capital Market. The EGX's delegation
conducted comprehensive meetings with
various financial institutions such as NASDAQ
OMX and Goldman Sachs Inc. in New York

and with London Stock Exchange in London.
The campaign also addressed the institutional
investors in the Gulf countries where they
showed their extensive support and confidence
in the Egyptian Capital Market and pointed out
the prospects rising from the Egyptian Economy
as one of the promising emerging markets.

And following the democratic transition process
in Egypt, On October 18th the Egyptians have
casted their vote in the wake of their foremost
parliamentary elections resulting in the Muslim
Brotherhood’s Freedom and Justice party
(FJP) and the Nour Party (Egypt’s largest

Salafi political party) winning the majority in

issued by several international financial
institutions, on the Exchange in-house designed
index, EGX 30 Index, are listed and traded on
various European Exchanges such as EGX

30 Certificates Issuance by The Royal Bank of
Scotland (RBS), EGX 30 EUR X-Pert Certificates
Issuance by Deutsche Bank, and EGX 30 Open
End Certificates Issuance by Goldman Sachs
International.

The Exchange continued its journey of
expanding its services and products by
launching NILEX the first market for growing
SMEs in the MENA region. NILEX provides
medium and small fast growing businesses,
including family-owned businesses, from any
country and any industry sector, a clear access
to capital and the benefits of being traded.
EGX has developed a number of indices
which help the investors track the market's
performance. EGX 20 Capped, EGX 30,
EGX70, EGX100, Dow Jones EGX Egypt
Titans 20 INDEX, and S&P/EGX ESG Index
which is the first corporate governance and
social responsibility index in the MENA region
in collaboration with the Egyptian Institute of
Directors and Standard &Poor’s. The Egyptian
Exchange is governed and regulated by the

the country’s first democratic parliamentary
election.

Following the elections, the Egyptian Exchange
hosted a press conference with representatives
of the Islamists parties and Liberal and
moderate parties to confirm their support of fair
and open exchange policies.

We sturdily believe that the Revolution of
January 25th offers a unique and historic
opportunity to dramatically improve the way
Egypt is governed. The resulting shift in the
political paradigm could pave the way for a
new development strategy that combines faster
economic growth and achieves better equality
in income distribution which in turn have a
positive impact on the performance of the
Egyptian Capital Market.

We do realize that the challenges ahead of
Egypt are not trivial, starting with a political
transformation that is still unfolding. However,
the will to make a peaceful transition to a
modern state where people enjoy dignity, liberty
and justice is not dying away. On the contrary,
progress is being made every day, thanks to
the spirit of patience, persistence and believes
of the Egyptian citizens that the country is
awaiting a brighter future.

Egyptian Financial Supervisory Authority (EFSA)
that is a single regulatory body governing all
non banking financial services.

EGX do not impose any restrictions on foreign
investment or profit repatriation in the Egyptian
securities market.

No taxes are levied on dividends, capital gain
and interest on bonds for individuals, mutual
funds and international funds.

FUTURE OUTLOOK

EGX will continue exerting efforts to enhance
the efficiency of the market, raise investors’
awareness, promote the financial literacy, and
improve the communication between EGX and
its stakeholders to further strengthening their
trust in the market. Moreover, EGX will continue
its aggressive marketing plan to attract the big
companies to be listed in the market.

On the other hand, EGX strives to build on

its success by accelerating the introduction

of a bundle of new investment products and
mechanisms into the Egyptian market such
ETFs, sukuks, the Market Maker system which
are expected to be launched in the market soon.
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THE EGYPTIAN EXCHANGE IN 2012

The Egyptian Exchange.... The Sole Winner in
the midst of All Economic Difficulties

Egypt has witnessed tough economic
conditions in 2012 as the country has passed
through a series of consecutive political

events which had a great impact on Egypt’s
economic performance, where the surrounding
circumstances were not helping to achieve high
growth rates, improve the investment climate or
restore the investors’ confidence.

The Egyptian Economy grew by 2.2% in
2011/2012, which is considered a higher rate
than the one realized last year (1.8%), yet it's

still below the required level that would restore
the Egyptian economy’s strength. The foreign
investments were also affected, reaching US$ 2.6
billion during the first 9 months of the year 2012.

Faced by all these economic difficulties, the
state budget deficit inched up to reach 10.8%
of the GDP for the fiscal year 2011/2012
compared to 9.8% in the previous year. This
was accompanied by a decline in Egypt’s net
international reserves, reaching US$ 15 billion
in December 2012 compared to US$ 18 billion
in December 2011, which put high pressure on
the value of the Egyptian pound, resulting in
pushing the value of the Egyptian pound down
to reach 6.32 LE/US$ at the end of December
2012 compared 6.032 LE/US$ at the end of
December 2011.

On the contrary to all other sectors in the
economy and despite all surrounding
difficulties that led to significant fluctuations in
its performance during the year, the Egyptian
Exchange showed a remarkable performance,
growing by 51% in 2012; a level that hasn'’t
been reached since 2007, which is considered
the highest growth among all emerging and
developed markets (after Turkey) in 2012.

Key Information Contacts

Ministry of Finance www.mof.gov.eg

Ministry of Investment www.investment.gov.eg
Central Bank of Egypt www.cbe.org.eg

Likewise, EGX 70 & EGX 100 indices soared by
15% & 24%, respectively.

Trading volumes have relatively improved in
2012 compared to the year before, with the
volume traded reaching 34 billion securities; a
level that hasn’t been reached even in the recent
years pre-revolution. Likewise, the value traded
soared to LE 185 billion compared to LE 148
billion in 2011, and the number of transaction
surged to 6 million transactions compared to
5.6 million transactions in 2011. The market
capitalization for the listed companies on the
main market has also increased to reach LE 376
billion at the end of 2012 up from LE 294 billion
the previous year.

EGX has witnessed a relatively high trading
records in 2012 compared to 2011, registering
a trading value of LE 185 billion as opposed to
LE 148 billion last year. Moreover, the volume
traded soared to reach 34 billion securities in
2012 compared to 18.5 billion securities in 2011.
Likewise, the number of transactions recorded

6 million transactions versus 5.6 million
transactions in 2011.

The value traded of the main market amounted
to LE 166.5 billion in 2012 compared to LE 131
billion in 2011.

On the other hand, Over the Counter (OTC)
market registered a trading value of LE 18 billion
during the year compared to LE 17.5 billion

in 2011. Meanwhile, the OTC trading volume
retreated to 1.4 billion securities in 2012, down
from 1.6 billion securities last year.

From another perspective, Nilex market trading
figures surged in 2012 compared to the year
before, recording a trading value of LE 247
million compared to LE 191 million in 2011
while the trading volume amounted to 81 million
securities in 2012 as opposed to 31 million
securities last year.

Egyptian Financial Supervisory Authority www.efsa.gov.eg
Misr for Clearing, Depository and Central Registry www.mcsd.com.eg

SMEs Market (NILEX) www.nilex.egyptse.com
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The market capitalization of the main market
listed stocks witnessed a 28% increase in
2012, concluding the year at LE 376 billion as
opposed to LE 294 billion at the end of 2011,
representing 24% of GDP.

The Egyptian market started the year on a
positive note, following the parliamentary
elections and the transfer of legislative power
to the parliament. The market continued its
good performance till the end of February &
took off remarkably during the month of March.
The market, however, pulled down affected by
the political unrest related to the constitutional
committee & the preparation for the presidential
election. This lackluster performance lasted till
the end of the Presidential election’s second
round.

With the beginning of the 2nd half of the year,
the market showed a good performance till

the month of November, during which political
tensions took place, which affected the market
negatively till the beginning of December. The
market, however, rebounded again on the

back of the finalization of the constitutional
referendum, which pushed the market up to
continue rising till the end of the year despite
being disturbed by the credit rating downgrade.

The dividend yield for the Egyptian Exchange
has reached 8.3% versus 2.6% for the emerging
markets and 3.2% for the Africa and Middle East
(according to Standard and Poor’s). This growth
is mainly attributed to the investors’ positive
outlook for the Egyptian market. Despite the
critical conditions experienced by the Egyptian
economy, yet the companies’ profitability is still
the highest among all emerging markets.

Given more economic and political stability, the
Egyptian Exchange is expected to show a better
performance and realize higher growth rates in
the coming period.

CONTACT INFORMATION

Contact Name Mr. Mohamed Farrag  E-mail mahmed.farrag@egx.com.eg

Website www.egx.com.eg
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EURASIAN TRADE SYSTEM COMMODITY EXCHANGE

In 2011 ETS steadily focused on building
our core business and continued to
reinforce the leading positions on the
market of exchange trade.

i
Mr. Kurmet Orazayev
Chairman of the Board

A year of 2011 proved to be an encouraging
period for Kazakhstani market. It has been
noted that commodity trade has potential to
grow and further advance in Kazakhstan. In
2011 ETS steadily focused on building our core
business and continued to reinforce the leading
positions on the market of exchange trade.

The combined trade turnover exceeded more
than US$ 2 bill as of 2011 whereas company’s
financial indicators increased by 10 times since
its foundation.

Our customers continue to benefit from

our substantial investments in information
technology. Throughout 2011, we advanced
our technology on several fronts. An important
development for ETS was the establishment

HISTORY AND DEVELOPMENT

Building on contemporary trade infrastructure
on the commodity exchange, ETS serves the
investment needs of our customers.

Eurasian Trade System was founded in 2008
on behalf of President of the Republic of
Kazakhstan. With its strategic partners Regional
Financial Center of Almaty city JSC and stock
exchange “Russian Trading System” the project
is mainly aimed to form price indices on the
country strategic goods. It ensures the data
transparency, the decrease of intermediary
costs when buying and realizing goods as well
as setting fair prices for the ultimate consumers
and sellers.

ETS focuses on driving efficiency through lower
costs, consumer alignment and technology
improvement. As a result a full-fledged technical
center has been created on the basis of ETS

in Almaty city. The center is entirely supplied
with the recent equipment and security system.
Both spot and derivative market have been
provided with contemporary trading system as
well as auction trading system to any underlying
asset which enables reliability and high pace of
conducting transactions.
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of the indispensable exchange infrastructure.
It enables major operators of internet trading
to enter Kazakhstani market which became an
inherent part for further dynamic growth of the
market.

Additionally, ETS continued to execute on
product launches and global expansion that
will smooth the way for the advanced market.
We have initiated the successful cooperation
with International Association of Exchanges
of the Commonwealth of Independent States
countries (IAEx CIS), Federation of Eurasian
Stock Exchanges (FEAS), The London Gold
Market Fixing Limited (TLGMFL), Hong Kong
Exchanges and Clearing Ltd (HKEX).

Moreover ETS delivers clearing solutions

and services through an independent central
counterparty. Our clearing house brings the
security and fulfills the contract obligations
and business transactions. Clearing house
guarantee funds are well-capitalized with
collateral from its clearing firms. However ETS
has been taking part in the build-up of legal and
regulatory documents for the development of
organized commodity markets in Kazakhstan
that should satisfy international standards.

FUTURE OUTLOOK

The past year demonstrated the cautious return
of certainty to the commodity market. Diversity
across our business is a key asset which implies
enhancing the product line. Hence it enables us
to maintain effectiveness and profitability during
unpredictable macroeconomic cycles.

ETS carries on the work of the formation of
regulatory standards of exchange trade in
Kazakhstan in accordance with international
practices. On behalf of the President’s
administration of RK, ETS jointly with National
Bank of the RK and Ministry of environment
protection of the RK is involved in development
of projects on the launch of gold as well as
emission trading via our exchange.

Moreover we expanded our strategic initiatives
that include the chairmanship of ETS in the
committee on development of commodity
markets with IAEx CIS since November 2011.
As we look ahead in 2012 and beyond, we
believe that international collaboration creates
long-term value for our shareholders and
customers.

Looking ahead, our core strengths of providing
high level of service, technology platforms

and secure central clearing counterparty will
continue to benefit market participants. We
appreciate our shareholders, customers and
partners for their confidence and support in the
development of our project.

ETS’ chairmanship in the Committee on

the development of commodity markets
promotes the formation of the unified exchange
infrastructure, and also integrity of commodity
markets within the bounds of Eurasian
Economic Community (EurAsEC). Moreover
ETS aims to put efforts and build the leading
electronic venue for the procurement agency,
particularly the government procurement.
Hence the launch of regional indices on the
strategically significant goods is a necessary
process to be implemented in the nearest
future.

Using our best practices we are able to create
the favourable competitive environment for both
consumers and sellers in pursuit of bringing the
equal access for participants.
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EURASIAN TRADE SYSTEM COMMODITY EXCHANGE

SPOT MARKET DATA 2013

Period uUsSD Tonnes

Agricultural trade Industrial trade Agricultural trade Industrial trade
Jan 149,123,026 2,997,680 519,803 30,236
Feb 327,206,274 6,514,366 1,099,413 67,667
Mar 341,205,210 28,573,936 1,249,742 284,918
Apr 200,679,254 98,974,028 773,868 921,886
May 363,575,228 28,270,118 1,543,888 262,204
Jun 361,088,433 17,107,160 1,384,142 166,138

CONTACT INFORMATION

COMMODITY
EXCHANGE

Contact Name Mr. Serzhan Madiyev  E-mail madiyev@ets.kz Website www.ets.kz
o !
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* Please refer to page 57 for the Kazakhstan country report.
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GEORGIAN STOCK EXCHANGE

2012 turned out to be the year of significant
political changes in Georgia.

George Loladze
Chairman of the Supervisory Board

2012 turned out to be the year of significant
political changes in Georgia. In the program
of the Georgian Dream - the parliamentary
elections winner coalition and respectvely in
the new Government’s plans important place

HISTORY AND DEVELOPMENT

Equity securities first appeared in Georgia in
1991 after the declaration of independence

that signaled the beginning of market-oriented
reforms. A vast majority of the newly established
joint-stock companies were owned by a rather
small number of private shareholders and
trading in these shares was relatively inactive.
With the launching of the Mass Privatization
Program in 1994, approximately 1,300 state-
owned enterprises were organized as joint-
stock companies, creating about half a million
individual private shareholders. However, during
a five-year period (1994-1999), the lack of an
appropriate legal framework and organized
market infrastructure seriously impeded the
secondary trading of these shares and any
over-the-counter market activity was nearly
nonexistent.

The Georgian Stock Exchange (GSE) was
founded in 1999 by a group of Georgian
securities market professionals, leading banks,
investment and insurance companies. It is the
only organized securities market in Georgia.
Designed and established with the assistance
of the United States Agency for International
Development (USAID) and operating within the
legal framework of corporate and securities
laws drafted with the assistance of American
and German experts, the GSE can assert that
it is designed and operated to comply with
“global best practices” and offers an attractive
investment environment to foreign investors.

Official trading at the GSE began in March 2000.

The number of companies admitted for trading
at the GSE trading system increased gradually
and by the end of 2004 reached 277. Practically
all of these companies are former state owned
and operated companies transformed into joint-
stock companies and then privatized.
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is devoted to further improvement of the
investment environment and implementetion of
the pension reform in the country. This provides
grounds for optimism and new momentum for
development of the Georgian securities market.

2004, was a landmark year for the GSE, due

to the unprecedented increase in basic trading
figures compared with previous years, reflecting
the overall revitalization of the economy in the
wake of the “Rose Revolution” of 2003.

In the end of November, 2006 Bank of Georgia
(GSE:BOG), the company listed at the GSE
since 2001, concluded successful IPO at the
London Stock Exchange Main Market and
through issuance of GDRs raised circa US$ 160
ml. The bank is the first Georgian company ever
and the second bank rom the CIS since 1999
listed on the London Stock Exchange.

In 2007 the remote trading system was
practically implemented at the GSE.

In 2008 significant amendments were made in
Georgian legislation, GSE Charter and Rules
ensuring GSE demutualization, stock-exchange
membership for various licensed financial
institutions, including remote membership for
respective foreign entities. In August 2009 the
decision on GSE capital increase was taken

by GSE General Meeting of Shareholders

with purpose of attraction of NASDAQ-OMX

as a strategic partner. In May, 2010 the GSE
Supervisory Board took decision on introduction
of the official stock exchange indicator - GSE
index (GSX). GSX is published on a daily basis
at the GSE website.

In November, 2010 the Georgian Central
Securities Depository - the 99% subsidiary of
GSE - completed fundamental amendments
to it self-regulation rules inspirited by intention
of one of the largest global custodians to start
operations in Georgia. In the end of 2010

the National Bank of Georgia adopted new
regulation according to which the procedure
of public offering in Georgia of the securities
admitted for trading at the eligible foreign
exchanges is dramatically simplified.

In March 2011 an agreement was signed
between GSE and Bloomberg, one of the
largest data vendors, regarding GSE real time
and end-of-day data dissemination.

FUTURE OUTLOOK
In 2012 the Georgian Stock Exchange plans to:

1. Make important changes in its trading system
and trading rules so as to increase the efficiency
of trading and increase the liquidity of the
market:

* Further improve remote trading system for
brokerage companies;

» Establish electronic links between stock
exchange, central depository, brokerage
companies, banks and securities registrars;

* Introduce partially guaranteed trading of
securities.

2. Launch a new web-site for the GSE, which
along with traditional statistics will provide
corporate reports database for the companies
who are admitted to the trading system.

3. Finalize upgrade of the Georgian Central
Securities Depository clearing and settlement
system, thus increasing efficiency of operations
for large institutional investors and global
custodians.
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CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

Mark Griffiths, IMF Mission Chief for Georgia
commenting on 2013 economic outlook for
Georgia noted: “GDP growth could reach 6
percent. This forecast is subject to risks. On
the upside, there is the possibility of increased
trade with Russia and of new sources of foreign
investment. However, if the current uncertainty

persists or demand from trading partners falters,

then growth could be lower. Strong domestic
policies and communication are needed to
instill confidence and to reassure markets that
the new government is committed to prudent
macroeconomic policies and further enhancing
Georgia’s business-friendly environment.

“Inflation has remained very low in 2012 due
to the earlier nominal appreciation of the lari
against currencies of Georgia’s main trading
partners, and declines in food prices over
the last 12 months. As the impact of these

Key Information Contacts
National Bank of Georgia www.nbg.gov.ge
Ministry of Finance of Georgia www.mof.ge

temporary factors wears off, the mission
projects that inflation will increase from -0.5
percent in November to 4 percent by end-
2013, and gradually move toward the medium
term inflation objective of the National Bank of
Georgia (NBG). The mission considers that the
monetary policy stance, including the recent cut
in official interest rates, is broadly appropriate
and consistent with the projected rise in
inflation.

“The draft 2013 budget is socially oriented yet
prudent. It increases social spending to protect
the most vulnerable, while continuing with the
path of fiscal consolidation. The fiscal deficit is
projected to decline to 2.8 percent of GDP in
2013. This will facilitate external adjustment and
create room for countercyclical fiscal policy.
This is consistent with the medium-term strategy
to bring the deficit down to about 1'% percent
of GDP by 2016 and should keep Georgia’s
government’s debt-to-GDP ratio on a firm
downward path.”

Georgian Central Securities Depository www.gcsd.ge
Georgian Corporate Directors Association www.gcda.ge
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As for the business climate in the country, the
country has made remarkable strides over

the last few years—the World Bank’s Doing
Business Index ranks Georgia as 9th in the
world, first in Eastern Europe and Central Asia
and first among lower middle-income countries.

In the program of the Georgian Dream - the
2012 parliamentary elections winner coalition
and respectvely in the new Government'’s

plans important place is devoted to further
improvement of the investment environment
and implementetion of the pension reform in
the country. This provides grounds for optimism
and new momentum for development of the
Georgian capital market.

CONTACT INFORMATION

Contact Name Mr. George Loladze E-mail info@gse.ge Website www.gse.ge
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IRAQ STOCK EXCHANGE

To speed up the evolution process ISX
has successfully accomplished all of 2012

Taha Ahmed AL-Rubaye
CEO

Iraq Stock Exchange (ISX) established
according to the law No. (74) in April 18th,
2004, and start the trading in its 1st session on
June 24th, 2004, Using the manual trading with
Wight plastic boards.

The operation in ISX transferred to electronic
trading in April 19th, 2009. The trading
operation since 2009 are five trading sessions
from Sunday to Thursday.

ISX market capitalization is (4.6) billion US$, the
number of listed shares is (3712) billion, and

HISTORY AND DEVELOPMENT

1. For the period of 1992-2003 the Baghdad
Stock Exchange was operating and was
well known.

The previous Baghdad Stock Exchange
was established by the law No. 24 in 1991.
The market was related to the government
and it listed (113) different companies,
some private and others from the mixed
sector. During that period, especially in
2003, the market had gained an annual
trading volume exceeding, US$17.5 million.
However, this market was closed by a
decision of its Governing Council in March
19, 2008.

2. Establishment of Iraq Stock Exchange
On 18 of April 2004, the temporary law
No. 74 was issued. It gave the authority to
establish two important capital development
bodies concerning financial sectors, they
are:
A. Irag Stock Exchange (ISX).
B. Iragq Security Commission (ISC).

3. Meaning of Iraq Stock Exchange
The ISX is an entity capital market not
related or powered by the government. It
is directed by a Board of Governors (BOG)
and consists of nine members, representing
different economic sectors of investment.

The market is where the investments,
exchange stocks, purchasing and selling
takes place. It is considered one of the
channels in which funds can flow between
persons and commissions through different
sectors that may help to mobilize and
develop financing and financial channels

in order to give readiness for different
investments.
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plans.

the deposit shares are (2985) billion for (85)
listed companies.

ISX price index for trading shares price:

* On 2010 ISX price index closed on (100, 98)
points.

* On 2011 ISX price index closed on (103, 11)
points at the end of 1st trading session, and
on (136, 03) points at the end of last trading
session.

FUTURE OUTLOOK

1. Organizing (232) trading sessions in
average five sessions weekly, and
supervised and accurate trading dealings
according to rules and electronic trading
instructions and disclosure about
transactions based the on the effected
ratios and Special orders.

2. Publishing daily tickers on ISX Website
during trading sessions which has been
started in December 2011.

3. Issuing (232) end-of-session daily reports
and yearly reports on ISX Website in
addition to publishing listed companies
guide and financial statements.

4. End-of-session prices published by
Bloomberg and Thomson Routers starting
from January 2012.

5. Monitoring, surveillance of trading
limitations using Cap Formula T+0 which is
supposed to be changed to new Clearing
and Settlement Cap Formula T+2 instead of
current formula T+ 0 after the ISC approval
of the Custodian Banks regulations.
Inspection plans for all brokerage firms to
check files and documents integrity.

6. Electronic trading support for Al-Rabee
Brokerage branch in Erbil and Sulimaniya
Erbil branch started electronic trading
through ISX system since May, 2011.

7. However, Irag Stock exchange will support
any brokerage firms planning to have
branches in other governorates.

8. Encouraging the non-listed companies to

be listed in ISX.

On 2012 ISX price index closed on (138, 18)
points

ISX organized the offering of Asiacell in the 3rd
of February, 2013. This IPOs will increase the
Market Capitalization from (4.6) billion US$ to
(9) billion US$ which is the largest IPO volume
ever happened in Irag and the Middle East
since 2008. To speed up the evolution process
ISX has successfully accomplished all of 2012
plans and is looking forward to accomplish all
of 2013 plans by achieving the goals stipulated
in this report.

9. Inviting new firms and select the best five for
2012 to be licensed as brokerage firms.

10. Upgrade ISX electronic trading system to
new advanced version from OMX NASDAQ.

11. Representing Iraq Stock Exchange in
relevant conferences locally and globally.

12. Holding workshops to educate and
encourage investment in ISX.

CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

GDP in current prices for the year 2011

According to Central Bank report for the year
2011.

Irag’s economy features by oil’s sector
contribution to GDP, which is funding 92% of
the general budget revenue. That's why There
is a very strong relationship among actual oil
revenues and GDP,

Oil sector is so affected by global oil demand
and global economic crisis associated within
the movement of global economy. As happened
in 2009 due to global economic crisis.

The contribution of industrial, agricultural, and
banking sectors in addition to many other
sectors are very poor in GDP

We enclose herewith the number of important
economic indicator:

1. GDP in current prices for the year 2011 has
increased to (211.3) Trillion ID compared to
(158.5) Trillion ID for 2010.
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CAPITAL MARKET DEVELOPMENT AND ECONOMIC OUTLOOK
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2. Average per capita of the GDP has increased
to (6359) Thousand ID for the year 2011 versus
(4887) Thousand ID for 2010.

3. Economic activity for the year 2011 has
confined on distributive sectors without
productive sectors. But still the activities
contribution of master sectors like:

(Agricultural, industrial, and Electrical) too low.

Government contribution to economic
activities in GDP:

1. Oil & Mining sector has achieved highest
contribution in GDP, so it ranks 1st compared to
other activities. As the percentage contribution
is (54.7%), which is equivalent to 116.2 Trillion
ID, thus recording increase rate of (58%)
compared to the previous year.

2. Social and Personal Service sector ranks 2nd
with (13.1%) percentage contribution, which

is equivalent to 27.9 Trillion ID, thus recording
increase rate of (10.3%) compared to the
previous year.

3. Financial & Insurance activities and

real estate services ranks 3rd with (8.5%)
percentage contribution, which is equivalent to
18.1 Trillion ID, thus recording increase rate of
(16.5%) compared to the previous year.

4. Hotels, Wholesale & single trade sector ranks
4th with (6.6%) percentage contribution, which
is equivalent to 13.9 Trillion ID, thus recording
increase rate of (14.5%) compared to the
previous year.

5. Building and Construction sector ranks 5th
with (4.9%) percentage contribution, which is
equivalent to 10.5 Trillion ID, thus recording
increase rate of (18.7%) compared to the
previous year.

6. Transport, Storage and Communications
sector ranks 6th with (4.9%) percentage
contribution, which is equivalent to 10.3 Trillion
ID, thus recording increase rate of (10.1%)
compared to the previous year.

7. Agriculture, Forestry and Fishing sector ranks
7th with (4.2%) percentage contribution, which
is equivalent to 8.8 Trillion ID, thus recording
increase rate of (5.3%) compared to the
previous year.
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8. Manufacturing industry sector ranks 8th
with (1.8%) percentage contribution, which is
equivalent to 3.9 trillion dinars, thus recording
increase rate of (5.5%) compared to the
previous year.

9. Electricity and Water Sector ranks 9th with
(1.3%) percentage contribution, which is
equivalent to 2.7 trillion dinars, thus recording
increase rate of (8.5%) compared to the
previous year.

Managing the trading sessions

Iraq stock exchange organized (230) sessions
on 2012 in weekly average five regular trading
sessions from Sunday to Thursday plus
additional trading times as follows:

Clearing and settlement

ISX trading rules for transactions clearing and
settlement are as follows:

1-Brokers must know numbers of shares for the
seller before entered the orders in the system
T+0.

2-Buyers must deposit the shares value in

the settlement bank before submitting his
order. Operation department in ISX update the
information for buyers based on the investor
account shown in daily settlement bank report.

ISX price index and trading shares price limits:
1. ISX price index:

By follow up ISX price index for trading shares
price:

-On 2010 ISX price index closed on (100, 98)
points.

CONTACT INFORMATION

Contact Name Ms. Jimmy Afham Toma E-mail jimmy-afham@yahoo.com Website www.isx-ig.net
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-On 2011 ISX price index closed on (103, 11)
points at the end of 1st trading session, and

on (136, 03) points at the end of last trading

session.

On 2012 ISX price index closed on (138, 18)
points at the end of 1st trading session, and it
changed in so many directions, its minimum
value was (113, 99) points on 11/7/2012 trading
session and its maximum was (138, 18) on
3/1/2012 trading session.

ISX price index finished its actions on
25/12/2012 closed session 125.02 points.

The most important factors that affect ISX price
index value are:

A. Capital increases of listed companies were
(638.410) billion shares feature (638.410) billion
ID. which is the largest IPO volume since the
market opening in 2004.

B. Increases in capital through reserves and
profits capitalization were (267.523) billion
shares.

The total number of new shares which were
listed after the capital increases, reserves,
and profits capitalization were (905.033) billion
shares.

C. Activity of many investment portfolios to
develop distinguished investment portfolios and
to increase the volume of the existing portfolios.

D. Listed companies activity

E. Many listed companies achieved a high level
growth to their activities and to the profitability
indicators which reflected positively on shares
value.

F. Iraqi, Arab and International economic and
political developments effected indirectly on
Iragi and non-Iragis investors and shareholders
decisions.

ISX index centesimal record is based on
the fluctuation of shares prices for 48 listed
companies.

2. shares price limits:
1. Share price of new listed companies is open
and does not follow any limit in the 1st trading

session only.

2. Up and down fluctuation of share prices must
not exceed 10% of the last closing price.

Key Information Contacts

3. After capital increase, shares are returned
back to trading in ISX the entry price (EP) will
be fixed according to previous capital (CAP*),
previous close price (CP), nominate price (NP)
and the new capital (CAP1) and cash dividend
(CD) to determine the limit of prices for the first
trading session.

EP=(CAP*CP + CAP*NP/ CAP1) - CD
Iraq Stock Plans 2013

1. Trading sessions: Organize (232) trading
sessions in average of five sessions weekly,
and supervised and accurate trading dealings
according to the insiders rules and electronic
trading instructions, and disclosure about
transactions according to the effected ratios,
special orders, financial solvency instructions
and any other global instructions approved by
ISC and ISX BOG.

2. Reports and Publications: Issuing (232)
end-of-session daily reports, weekly trading
report, (12) monthly reports, Annual report and
companies guide on ISX Website www.isx-iq.
net in addition to publishing listed companies
financial statements.

3. Media and News agencies: Publishes daily,
weekly, and monthly reports through Iraqi/ Arab
news agencies continuously. Daily publishes of
tickers on ISX and MUBASHER official websites
during trading sessions which started on
December, 2011. In addition to -End-of-session
prices published by Bloomberg and Thomson
Routers starting from January, 2012.

4. Electronic Systems: Electronic systems

development under the supervision of NASDAQ
OMX through X-Stream and in accordance with
its advanced properties approved by ISX BOG.

5. Trade Monitoring: Monitoring, surveillance

of trading limitations using Cap Formula T+0.
Which is supposed to be changed to new
clearing and settlement Cap Formula T+2
instead of current formula T+0 after the ISC
approval of the Custodian Banks regulations,
despite the issuance of ISC approval we have
not received any request to develop this service.

6. Inspection and Surveillance: Inspection
plans for all brokerage firms to check files and
documents integrity.

7. Brokerage firms Subsidiaries: Electronic
trading between ISX and AL-Rabee firm
subsidiaries in Erbil and Sulaymaniya has been
on a daily basis. To encourage and attract

Irag Association of Securities Dealers www.iasd-ig.org

Irag Central Bank www.cbirag.org
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investment in ISX and in order to make the
company's public relations office in Istanbul
/ Turkey a regional office of the firm after
obtaining ISC approval, this office is going
to work electronically in accordance with the
registration decision issued by Turkey.

8. Listing Companies: Encouraging the non-
listed companies to be listed.

9. Disseminating Awareness of Investment:
Holding workshops to educate and encourage
investment in ISX.

10. Conferences: Represent ISX in relevant
conferences locally and globally.

11. Erbil Stock Exchange: To start the electronic
connectivity in accordance with the agreement
that have been updated on 17/12/2012, ISX
prepared a detailed plan for the purpose of
training ESX employees and brokers technically
and administratively.

12. ISX Will organize electronic trading through:

A. Regular Market: as currently being on
listed companies shares, according to Listing
instructions No. (6) for 2010.

B. 2nd Market (Non-Regular Market): Also
known as parallel market, will include listed
companies whom non-compliant with
instructions No. (6) for 2010.

These companies are are: AL.-Hamraa for
Insurance. AL-Khair for Financial Investment. AL-
Ayaam for Financial Investment. AL-Ameen for
Financial Investment. Bain Alnahrin Investment.
AL-Batek Investment. AL-Khaima for Financial
Investment. AL-Ameen Estate Investment.
Modern Chemical Industries. Kirkuk for
Producing. AL-Ahlyia for Agricultural.

All these companies will be transferred from
regular market to 2nd market because of the
decline in (number of tickets annually executed,
trading volume, and number of trading days
based on instructions No. (15) for 2011.

Brokerage firms

Currently there are a total of 46 licenses brokers
who are active on the ISX. Brokers are licensed
and regulated by the ISC.
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Istanbul Gold Exchange targets to stimulate
local business and international attention with
all other globally competitive enterprises which
will provide Turkey to be a central hub for the
gold business, due to its strategic position, as
it lies in the heart of a major gold trade area,
exposed to Middle East, Europe and Gulf
States.

For the integration of the Exchange to the
international markets, there have been
important steps since 2007. In March 2008 we
have been an associate member to London
Bullion Market Association, by May 2008 we
have joined World Federation of Diamond
Bourses, by February 2010, we are honored
to be part of a large family with distinguished
members, FEAS as an affiliate member. The
Exchange became a member of the Kimberley
Process Certification Scheme (KPCS), in
August 2007, which aims to curb the flow

of conflict diamonds, with 49 participants
worldwide.

The Turkish gold jewelry market has undergone
a major revival since the early 1990s with the
traditional and long-standing historical affinity
for gold jewelry adjusted for modern tastes.
Turkey is now the world’s fourth largest market
for gold jewelry, third largest manufacturing
centre and second biggest exporter.

Gold Figures

The annual gold import of Turkey in 2012 was
estimated at US $ 8,2 billion due to Turkish
Statistical Institute, partially from gold bars and
other way of direct jewelry import to retailers.

Istanbul Gold Exchange members have realized
as 120,8 tons of import with the amount of US
$ 6,1 billion in the Exchange with a rise of 41,1
tons from 2011 which represented a rise of 51%
y-0-y. The gold trading volume reached 312,1
tons with the amount of US $ 15,9 billion by
2012 with a rise of 85,1 tons from 2011 which
represented a rise of 37% y-0-y.

The annual silver import of Turkey in 2012
through Istanbul Gold Exchange members

was 142,2 tons with the amount of US $ 141,7
million with a rise of 100,1 tons from 2011 which
represented a rise of 237% y-o-y. The silver
trading volume reached 437,2 tons with the
amount of US $ 435 million by 2012, with a rise
29,1 tons from 2011 which represented a rise
of 7% y-o-y.
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Istanbul Gold Exchange targets to
stimulate local business and international
attention with all other globally competitive
enterprises which will provide Turkey to be
a central hub for the gold business.

The annual gold export from Turkey reached
record levels in 2012. Due to the information
received from Turkish Statistical Institute, it

has reached US $ 16,3 billion, part of gold
bars and other way of direct jewelry export to
retailers, wholesalers abroad and sales to the
tourists visiting Turkey last year. Due to Turkish
Exporters Assembly, direct jewellery export
reached to US $ 2,1 billion with a rise of 42%
y-0-y. The rest of the export figures represents
flow of gold bars from Turkey to other countries
with an amount of US $ 14,2 billion with a rise of
528% y-0-y (In 2011 bullion export figures was
US $ 2,26 billion).

As a first spot trading gold exchange in the
world. IGE was founded with the principle
semi-electronic system trading floor. By 2009.
a new screen-based fully electronic trading
system has been launched with remote
access in order to provide investors 24 hours
trading. By August 2012, 24 hours internet
based electronic system was introduced to the
markets.

Central Bank Statutory Reserves

The Central Bank of Turkey, has announced a
legislation for the statutory reserves for gold.

Year Gold Silver

Import (ton) | Transaction (ton) Import (ton) | Transaction (ton)
2002 128,9 143,06 139,1 216,73
2003 213,64 237,37 155,5 272,23
2004 250,93 280,81 209,5 318
2005 269,48 328,75 207,9 362,82
2006 192,72 247,48 107,4 277,41
2007 230,79 328,38 93,37 320,88
2008 165,9 337,03 73,6 151,71
2009 37,59 226,63 5,59 382,67
2010 42,49 115,19 19,69 388,67
2011 79,97 227,05 41,8 408,08
2012 120,78 3121 142,2 437,2

By the increase of gold prices since 2007
huge amount of gold came to the market as
scrap and Turkey turned to be an exporter of
gold in the market. The supply of scrap gold
to the market continued in 2012 and an annual
amount of 80-90 tons of gold was supplied to
the market.

In 2012 the gold demand by consumers
through banking system saw high increases.
By the recent years there is a raise of individual
and corporate demand in gold and silver as
investment and mutual funds and gold deposits
tool in banking system as well as jewelry sector.

Istanbul Gold Exchange is having a role of
safeguard for gold funds and gold ETF which

is listed in ISE. At the end of 2010 there were
around 6.000 kilos of gold kept in the Exchange
on the name of the 24 funds. At the end of

2011 the number of funds and the amount of
gold kept in the Exchange vault rose also. By
end of 2012, 10.637 kg of gold belonging to

2 Gold ETF, 47 Mutual funds were kept in the
Exchange Vault.

Due to the legislation banks have to present
some percentage of their gold deposits (9-
11%) to Central bank accounts and optionally
they may hold some percentage of their TL

or forex deposits statutory reserves in gold.

By November 2012, there is about US $ 9,1
billion gold deposits in banking system which
represents around 180 tons of gold. The total
gold held by Central Bank as gold and other
assets’ statutory reserves is totaled around 240
tons which is mostly kept in Bank of England.
By December 2012, Central Bank, statutory
reserves of the banks started on schedule to
be kept in IGE under the account of TR Central
Bank. By December 2012, 547,56 kg of gold
has been kept under the account of Central
Bank in IGE vault.
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GENERAL INFORMATION

Istanbul Gold Exchange is a state institution
which has an autonomous system. for precious
metals trading in organized market conditions
with time and price priority. Gold prices on

the Istanbul Gold Exchange are determined

by the market. generally reflecting trends in
international prices. Members of Istanbul Gold
Exchange are authorized to import gold to
Turkey.

Services Provided

* Spot gold. Silver, platinum and palladium
trading.

* Diamond and Precious Stones Market,

* Precious Metals Lending Market
transactions.

* Physical settlement of the transactions.

* Depository for the precious metals belonging
to mutual funds and gold ETF in Turkey.

* Depository for individual investors.

* Authority for Kimberley Process Certification
Scheme for rough diamonds in Turkey.

* Determination of local and international
Precious Metals Refineries whose products
can be imported to Turkey and be transacted
in the Exchange.

Brief History

Istanbul Gold Exchange began its operations
on July 26. 1995. The Exchange has two types
of markets: Precious Metals Market. Precious
Metal Lending Market. In markets. standard
and non-standard gold. silver and platinum are
traded.

Spot gold trading started at the opening of the
Exchange. Silver and non standard precious

metals started to trade in 1999. Precious Metals
Lending Market started its operations in Istanbul
Gold Exchange on March 24. 2000 for the
purpose of bringing supply and demand into an
organized market. lowering the production costs
of the jewellery sector and securitization of gold.
By end of December 2012 the market has 9
members, consisting of 8 banks and 1 precious
metals company.

The regulation of Diamond and Precious Stones
Market Regulation was published on 15th of
March 2011by Secretariat of Treasury and the
market was opened on 4 April 2011. By the end
of 2011. By end of 2012, the market has 122
members consisting of 54 Exchange members
and 68 Jewelers.

Domestic or foreign banks. precious metals
companies. currency offices. precious metals
producing and marketing companies and
precious metals refineries that obtained

the membership certificate from the Under-
Secretariat of Turkish Treasury and complied
with the requirements set forth by the IGE
Board of Directors can trade on the Exchange.
There are 85 members consisting of 22 banks,
36 Exchange Offices, 17 Precious Metals
Brokerage Houses and 10 Precious Metals
producing and marketing companies.

Form of Settlement and Transfers

Through member accounts by Clearing Center
and IMKB Takas ve Saklama Bankasi A.S. in
corporation with a bank for cash settlements.

Legal Status
State Institution
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Settlement Period
FromT+0upto T+15

Regulated by
» State Ministry
* Undersecretariat of Treasury

Board of Directors: 5 Members

* President of the Exchange

* Vakifbank TA.O (Bank)

* Atasay Kiymetli Madenler A.S. (Precious
Metals Brokerage House)

* Istanbul Altin Rafinerisi A.S. (Precious Metals
Refinery)

* Kuveyt Turk Katiim Bankasi A.S. (Bank)

Memberships to International Organizations

* London Bullion Market Association (LBMA)

* World Federation of Diamond Bourses
(WFDB)

* Federation of Euro-Asian Stock Exchanges
(FEAS)

FUTURE OUTLOOK
In 2013 IGE intends to:

* As a part of the Turkish Financial Center
Project, to merge with ISE and Turkdex under
the name of Borsa Istanbul.

» Establish the customer based ordering
trading system and mobile trading system

» Establishment and implementation of Base
Metals Market in Borsa Istanbul.

» Establishment and implementation of
Carbon Rights and Licenses Market in the
Exchange.

CONTACT INFORMATION

Contact Name Y. Oguzhan Aloglu

E-mail oguzhan.aloglu@iab.gov.tr

Website www.iab.gov.tr
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Beginning of year 2012 marked the launch

of a new roadmap for istanbul Menkul
Kiymetler Borsas! (IMKB) to ensure improved
performance of capital markets in line with

the fine performance exhibited recently by
Turkish economy. The most significant part of
this roadmap entails transformation of IMKB
from a mutual public entity into a profit-making
company in harmony with the trends observed
in the global arena over the last years.

The new Capital Markets Law, which entered
into effect on December 30, 2012, is the
foremost factor to contribute to IMKB’s
structural change. The new legislation launched
demutualization process, as well as integration
with istanbul Gold Exchange and Turkish
Derivatives Exchange, which will bear fruit in
2013.

With its US$ 309 billion market capitalization
as of end 2012, IMKB has also set a goal

to increase the depth of the market and to
augment the amount of funds channeled

to Turkish economy. Turkey’s current GDP,
approximately US$ 770 billion, is expected

to double by the year 2023 (the centennial
anniversary of the Turkish Republic) and IMKB

HISTORY AND DEVELOPMENT

In 1981, Capital Market Law was enacted and
one year later, Capital Markets Board was
established. IMKB, formally inaugurated in 1985,
has an origin going back to early 1870s. As an
important milestone, new Capital Markets Law,
promulgated in 2012, brought many changes

to Turkish capital markets, including the
establishment of Borsa Istanbul.

iIMKB provides a fair and transparent
marketplace for trading of a wide variety of
securities from equities, exchange traded
funds, warrants to government bonds, treasury
bills, corporate debt securities, money market
instruments (repo/reverse repo), derivatives
and foreign securities. Currently, there are six
markets operating at IMKB: Equity Market, Debt
Securities Market, Foreign Securities Market,
Emerging Companies Market, Free Trade
Platform and Futures and Options Market.

iIMKB was recognized as a “Designated

Offshore Securities Market” by U.S. Securities
and Exchange Commission in 1993, and

was designated as an “appropriate foreign
investment market for private and institutional
Japanese investors” by Japan Securities Dealers
Association in 1995. IMKB has been approved
by the Austrian Ministry of Finance as a regulated
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2012 has been a year of transformation for

IMKB.

plans to reach a market capitalization around
50 to 60 percent relative to GDP in line with
global average.

Product range has been diversified in 2012.
Equity Repo Market and Futures and Options
Market were launched. In addition to Single
Stock Futures and Options, Sovereign

Sukuk trading has commenced. Technical
infrastructure of Equity Market Trading System
was improved, resulting in better market
efficiency. Closing session was introduced as
an important factor for efficient price formation.
Investor-based surveillance system came into
effect, which is highly instrumental in ensuring
the realization of trades in an open, orderly and
fair manner and fighting market abuse.

The IPO Campaign maintained its momentum
and 26 companies went public in addition to
235 corporate debt issuing in 2012. Investor
Awareness Campaign activities were initiated
and carried out throughout the year to increase
financial literacy and raise awareness about
capital markets.

Another major component of the Exchange’s
strategy has been the focus on international

market in accordance with the regulations of
Austrian Investment Fund Act in 2000. Foreign
investors now account for a substantial volume
of daily trading and hold around 65% of the
publicly-held stocks in their portfolios amounting
to US$ 78 billion, as of end-2012.

IMKB currently owns 32.63% of IMKB Settlement
and Custody Bank, 30% of the Central Registry
Agency, 18% of the Turkish Derivatives
Exchange and 10% of Capital Market Licensing
and Training Agency of Turkey. On the
international level, IMKB has participations in the
Kyrgyz Stock Exchange, Baku Stock Exchange
and Sarajevo Stock Exchange with stakes of
24.51%, 5.26% and 5% respectively.

FUTURE OUTLOOK

+ IMKB is steering a joint initiative for creating
an order routing platform to serve as a
single access point from and to local as
well as regional exchanges. This platform
will consolidate the liquidity of local and
regional markets and as a consequence,
contribute to the global recognition of the
local securities industry.

+ IMKB is planning to integrate the sub-
markets of Equity Market, which are namely
National, Second National, Institutional
Products and Watchlist market.

cooperation. In line with its pivotal role in
istanbul Financial Center project, IMKB
embarked on an extensive international

reach out to establish and strengthen ties
with exchanges in the region and globally.
Cooperation agreements have been signed
with exchanges of eight different countries.
These agreements envisage fostering
collaboration between exchanges, as well

as sharing of knowledge, information and
best practices. IMKB also initiated strategic
partnerships on connectivity with Egyptian
Exchange and on cross listing of ETFs with
Japanese and Korean exchanges. Furthermore,
iIMKB and NYSE Liffe agreed on the launch of
futures and options contracts based on select
stocks from IMKB 30 Index.

All'in all, focusing on the long-term results,
nurturing the marketplace, diversifying its
portfolio, facilitating innovation, and reaching
out for international collaboration IMKB is
attempting to transform itself into a more agile,
efficient and effective exchange. On its way to
becoming Borsa istanbul, IMKB is committed to
achieving its goals and creating higher value for
all stakeholders.

« IMKB will finalize FixAPI, FIX Protocol based
order routing infrastructure, in 2013.

* Recent regulatory change regarding pension
system is expected to cultivate investor base
and assets under management.

* Regarding public disclosure IMKB will
adapt itself to the new legal environment.
Actual cooperation with Central Securities
Depository (MKK) in Public Disclosure
Platform will be furthered.

* Endeavors continue to create electronic
session to facilitate more effective trading
in different geographical locations and
eliminating the effect of time difference.

CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

Turkish economy, while being influenced by
external factors such as global financial crises,
continues to grow steadily and the average
growth rate for the last decade was around
five percent. In 2012, export figures were very
positive for Turkish economy. In 2013, similar
role is expected from private consumption by
the triggering effects of falling interest rates.

In addition, public sector consumption further
adds to growth. Consumer credit expansion as
well as increase in business lending confirms
growth in consumption and investment.
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CAPITAL MARKET DEVELOPMENT AND ECONOMIC OUTLOOK

Furthermore, capacity utilization rates have
been elevated and the economy is operating
near its potential.

The annual inflation rate based on CPI
decreased from 10.45% to 6.16% in 2012 while
unemployment rate remained unaltered at 9.1%.
Weighted average interest rates for TL deposit
were 10.05% in the end of 2011 while in end-
November 2012 it decreased to 9.46%.

The visible improvements in Turkish economy
have also boosted foreign trade, while annual
exports reached to 140 billion US$ in the
period January-November 2012 with a 14.3%
increase, imports reached to 217 billion US$

with a decrease of 1.6% in comparison to the
same period of 2011. Similarly, tourism revenue
which is an important source of foreign currency
for Turkey was 17.3 billion US$ in the first three
quarters of 2012 compared to 17.8 billion US$ in
the same period of 2011.

In 2012, IMKB National 100 Index reached to
2,561 (US$ based). The stock market yearly
total traded value was 347.85 billion US$ and
the average daily traded value of equities
amounted to 1.37 billion US$.

At the end of 2012, the market capitalization of
406 IMKB traded companies reached to 309
billion US$. Sixteen ETFs (Exchange Traded

ANNUAL REPORT JUNE 2013

Fund) are traded on IMKB Collective Products
Market.

The turnover in fixed income securities
transacted on Outright Purchases and Sales
Market was 200 billion US$ in 2012. The Repo/
Reverse Repo Market turnover was 2.07 trillion
US$ in the same period. The average daily
traded value in the overall Debt Securities
Market increased by 55% to 15.07 billion US$
in 2012.

Twenty six companies offered their stocks for the
first time to public in 2012. The amount of funds
raised through 26 IPOs was 352.14 million US$.

* Information provided by IMKB

ANNUAL AVERAGE GDP GROWTH (%), TOP 20 COUNTRIES (FORECAST IN OECD COUNTRIES, 2011-2014)
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Key Information Contacts
Capital Markets Board of Turkey www.cmb.gov.tr
IMKB Settlement and Custody Bank Inc. (Takasbank) www.takasbank.com.tr
Merkezi Kayit Kurulusu www.mkk.com.tr
The Association of Capital Market Intermediary Institutions of Turkey www.tspakb.org.tr
The Turkish Derivatives Exchange (TurkDEX) www.turkdex.org.tr
CONTACT INFORMATION
_ o ) ) ) ) STANBUL
Contact Name Mr. Mahmut Aydogmus E-mail international@borsaistanbul.com Website www.borsaistanbul.com BORSAS)
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We remain committed to enhancing our risk
management and surveillance measures.

Nadeem Naqvi
Managing Director

The year 2010-2011 was full of challenges,
economic growth managed to grow by 2.4%.
Global economic conditions also affected

the domestic economy. The global economy
slow down further due to deep-seated euro
zone sovereign debt crisis, fragile financial
conditions, and intractable fiscal issues running
through other developed economies such as
USA and England. The downgrade in credit
ratings of many advanced economies has
complicated the matters to raise debt finance.
Despite being a slow year, the headline inflation
averaged at 13.7%, agriculture sector managed
to overcome the floods and posted real growth
of 1.2 percent, services sector on the other
hand supported the growth and shown the
growth of 4.1 percent. Strong remittances and

HISTORY AND DEVELOPMENT

The KSE is the biggest and most liquid
exchange amongst the three exchanges

of Pakistan. It came into existence on 18
September 1947. It was later converted and
registered as a company limited by guarantee
on 10 March 1949. Initially, only five companies
were listed with a paid-up capital of Rs. 37
million (US$ 0.62 million).

The year 2010-2011 was full of challenges,
economic growth managed to grow by 2.4%.
Global economic conditions also affected the
domestic economy. The global economy slow
down further due to deep-seated euro zone
sovereign debt crisis, fragile financial conditions,
and intractable fiscal issues running through
other developed economies such as USA and
England. The downgrade in credit ratings of
many advanced economies has complicated
the matters to raise debt finance.

The KSE 100 Index registered decline of

5.6 percent and closed at 11347.66 points.

As of Dec 31, 2011, ordinary shares of 638
companies were listed having listed capital of
Rs. 1,048.44 billion (US$ 11.67 billion) with the
market capitalization of Rs.2,945.78 billion (US$
32.80 billion).

In 1991 the secondary market was opened to
foreign investors on an equal basis with local
participants. This measure, along with a policy
of privatization, has resulted in rapid growth of
the market since 1991.

gradual monetary easing by the State Bank
of Pakistan led to encouraging corporate
performance. The KSE 100 index declined by
5.61 percent in 2011.

It is also encouraging to note that four
companies raised equity capital of
Rs.16,010.92 million and seven companies
listed their TFCs of Rs.16,254.8 million in 2011
this signals a path to recovery in market activity
for the next year.

To restore volumes and liquidity KSE launched
Margin Trading, Margin Financing and
Securities Lending and Borrowing products as
some of the landmark initiatives. To enhance
Risk management measures at KSE the

Management

The KSE has an independent Board of Directors
(10 directors) with representation from the
Members of the Exchange & from the Corporate
Community. Five directors are elected from
amongst the 200 members of the Exchange
and four non member directors are nominated
by Regulator i.e., SECP, the Chairman is elected
by Board from amongst non member Directors
whereas, Managing Director is ex-officio
member of the board.

KSE is in process of demutualization, it is
presently a company limited by guarantee, will
be converted into a company limited by shares.

Automation of the Exchange

KSE has a fully automated trading system with
T+2 settlement system whereby all trades
settle on the second day after the trade. Internet
based trading system was also launched in
December, 2004 to provide an additional facility
for investors to enter their orders. KSE has also
launched a single exchange-traded market for

trading corporate bonds in Pakistan using BATS.

KSE’s BATS provide live system based, on
screen electronic Trading Platform which offer,
market participants a transparent and efficient
trading system features and facilities crucial
for the Debt market Securities Trading. KSE
also launched Stock Index Futures Contract
and sector indices. This marks a momentous
achievement for the KSE

Exchange in conjunction with the National
Clearing Company of Pakistan introduced

an exposure drop-out facility for members

who have met their settlement obligations,

this will increase the capacity to trade and/ or
reinvest in the market due to prompt margin
release. Exchange also developed an online
reporting system to facilitate Brokerage Houses
in complying with SECP Rule pertaining to
intimation to the Exchange regarding any fall in
the Net Capital Balance.

Moving forward, we remain committed

to enhancing our risk management and
surveillance measures to further increase
transparency and to ensure a level playing field
for all investors.

Unique Identification Number was introduced
to provide a traceable link between every

order entered at the trading system of the
Exchange. VaR based margining system was
also introduced in place of a slab based Risk
management system. The new RMS included,
amongst others, a new netting regime; a
margining system based on Value at Risk
(VaR) and Capital Adequacy. KSE has also
adopted the FIX protocol (Financial Information
Exchange) for both trading and market data.
The National Clearing & Settlement Company
and Central Depository System has also

been introduced. Transparency of the listed
companies has been enhanced with the
introduction of quality audits, quarterly financial
reports and timely dividend payouts. Corporate
governance is also now the part of the KSE’s
listing regulation.

FUTURE OUTLOOK 2012

Introduction of New Products and New
Measures:

KSE plans to introduce new products into the
market, to further cater to the growing needs of
its investors and help develop Pakistan’s capital
markets. KSE will be introducing: Exchange
Traded Funds, new derivative products- options,
etc, and Introduction of SME board.

Corporatization and Demutualization of stock
Exchange:

KSE is in process of demutualization, it is
presently a company limited by guarantee, will
be converted into a company limited by shares.
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The macroeconomic landscape of the country
was badly affected by devastating floods

in July 2010, which directly affected about

20 million people, mostly by destruction of
property, livelihood and infrastructure; thereby
inflicted significant damage to the fragile
economy. ADB approved a US$ 650 million
loan to Pakistan which was used to rebuild the
damaged infrastructure. Shortage of power and
gas, escalating utilities costs, high borrowing
cost exacerbated the situation for Large Scale
Manufacturing as well as Service sectors. The
fiscal position remained weak with poor revenue
generation whilst expenditure escalated. Real
GDP growth in the outgoing year was recorded
at 2.4% as compared to 3.8% in the previous
Fiscal Year. Nevertheless, our economy has
shown strong capacity to overcome challenges
originated from both internal and external
economic environment while struggling towards
achieving long term sustainable growth.

Key Information Contacts
Government of Pakistan www.pak.gov.pk
Ministry of Finance www.finance.gov.pk

Privatization Commission www.privatisation.gov.pk

State Bank of Pakistan www.sbp.org.pk

PERFORMANCE OF THE MARKET

The market started in the FY 2010-11 with
some positive note as LSE-25 Index starting
from 3092.70 points. The market and the Index
reached the lowest level of 2970.86 points of
the period under review and closed at 3051.12
points at the close of the financial year. Local
investors remained jittery while seeking clarity
on the modalities of Capital Gain Tax (CGT).
Investment in capital market during the period
July-March 2010-11 by the foreign investors
depicted a net inflow of US$ 301.5 million.
Corporate profitability increased in year 2011
but profitability concentrated in few large
companies in the Energy, Telecom and Banking
sectors.

During the period under review, seven Open
end Funds were listed. Further, two companies,
one TFC and one Participation Term Certificate
were in the pipeline of listings. Two Closed end
Funds were converted into Open End Funds.
Twelve securities were delisted out of which

three companies merged with other companies,

seven companies went into Winding Up by

Security and Exchange Commission of Pakistan www.secp.gov.pk
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Court Orders, one Open end Fund matured and
fully redeemed and one Company was de-listed
after the buy-back the shares by the sponsors.

Total companies listed at LSE were 496 as
compared to 510 companies in the previous
year. The total listed capital increased from Rs.
842.596 billion (US$ 9.362 billion) to Rs. 888.190
billion (US$ 9.868 billion) as on June 30, 2011.
Similarly, the aggregate market capitalization
increased from Rs. 2,622.928 billion (US$
29.143 billion) to Rs. 3,166.044 billion (US$
35.178 billion) as on June 30, 2011. The
volumes of the Exchange shrunk considerably
i.e. by 66%. During the period under review,
total share volume of regular market reduced
to 1,124.762 million shares as compared to
previous FY figure of 3,362.668 million shares.

Complementing the efforts of members and
listed companies in seeking to find better
levels of optimum operational efficiency, LSE
continued to identify areas of improvement
as part of the Exchange’s present and future
development.

CONTACT INFORMATION

Contact Name Mr. Haroon Askari

E-mail ha@kse.com.pk  Website www.kse.com.pk
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Kadyrzhan Damitov
President

2012 has been a successful year for
Kazakhstan Stock Exchange in terms of
fulfillment of scheduled projects. Within

the implementation and enacting main
projects in 2012 KASE collaborated with its
members, issuers, investors through different
activities and continues working actively on
establishment of bilateral and multilateral
relations with foreign exchanges, international
associations and financial institutions.

Regarding the local projects of 2012, KASE
worked on the alignment with the requirements
of the new Law on Risk Minimization, which
defined amendments to the existing legislation
aimed at the major objectives such as the
increase transparency of the stock exchange
issuers and members activity, protection the
rights and interests of investors, improvement
of securities market infrastructure. During

the working process KASE had to change its
organizational structure and internal normative
base. The reform process turned out to be quite
labor-intensive and affected all the divisions of
KASE. One of the main projects in alignment
with the requirements of the new law on risk
minimization is a new monitoring system of
KASE members - their financial strength and
solvency are under continuous control. There
is a big volume of open data necessary for
investors seeking a partner on Kazakhstan’s
financial market on KASE website.

Following the announcement by the
Kazakhstani President in September 2011
the Government of Kazakhstan approved the
Program aimed at partial privatization of the
Sovereign Welfare Fund’s “Samruk-Kazyna”
subsidiary blue-chip companies on KASE to
enable Kazakhstani citizens to buy shares.
The first IPO within the program was launched
in November 2012 with KazTransQil (an oil
transportation and pipelines company) as the
first company to go public.

With the announcement of the program the
amount of retail investors’ accounts increased
five times and it keeps growing very rapidly.
Over 34 thousand retail investors and 10
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KAZAKHSTAN STOCK EXCHANGE

KASE has completed several main projects
in 2012 on its way to improvement and
development of infrastructure, as well as
the expansion of local market.

accumulative pension funds of Kazakhstan took
part in the subscription to shares organized by
financial advisors and KASE. The combined
demand for those shares exceeded the supply
more than twice.

Upon completion of the subscription to
KazTransOil KASE successfully accomplished
its role as trade organizer in the first stage

of the nationwide program “People’s IPO”.

The secondary market trading of KazTransOll
shares on KASE remains active. Since the
secondary market trading was launched on
December 25, 2012 to the end of 2012 the
trading volume has exceeded US$19 m,

which is a very significant trading volume for
Kazakhstani equities. As of the end of 2012 the
price of KazTransQil shares increased by more
than 14% followed by an insignificant decrease
of 2% in January and February of 2013.

KASE's primary role aside from participation
in working groups on the IPO process is
book-running. For this reason, the exchange
developed a special module in the Trading
System to collect applications from the market
participants, consolidate, process, generate
reports and execute other functions related

to performing the subscription. KASE also
acknowledged that sudden significant increase
in number of investors on the market and
trading activity may require additional capacity
for the existing trading system and introduced
changes to increase its capacity by 20-30%.

Last year KASE worked on introduction of

new derivative products launching futures on
most liquid shares. In addition, KASE received
a license for clearing operations allowing

it to clear deals on the exchange market.
Elaboration of the Remote Access and DMA
concepts, as well as development of the T+3
settlement cycle project realization scheme also
took place in 2012.

All the above-mentioned local projects
required development of the IT systems
including upgrade of the trading system and
introduction of new modules and programs.
IS2IN - an electronic system for exchange

of electronic documents and provision of
information about issuer to the investor was
established, along with the new trading method
“Subscription” introduced especially for the
People’s IPO program. There were additional
[T-developments related to DMA and Remote
access introduction.

Concerning the overall stock market indicators,
following a drop of KASE index in 2012 by
about 12.3% due to adverse conjuncture in the
face of continuing instability on global markets,
as well as by some issues in Kazakhstani bank
sector and the harsh drop of one of the leading
companies share price, in the beginning of
2013 KASE index has increased by 12-15%
mainly due to increase in price of newly listed
securities (KazTransOil and KCell) that became
a part of the index due to their high liquidity.

KASE is one of the key players in the capital
market development process. Aside from the
fact that the stock exchange plays an important
policy role in defining listing and compliance
standards for companies that wish to go
public, the performance of a national stock
exchange often taken as a proxy for the health
of a nation’s economy. Thus, improvement of
KASE performance and enhancement of its
self-regulatory functions is an important policy
goal focused at strengthening key partners
and uniting efforts in favor of the capital market
development.

We continue to collaborate with international
and internal financial institutions to improve
KASE infrastructure and participate in global
economic events to gradually gain worldwide
recognition. In 2012 KASE signed an agreement
with Wiener Boerse AG on joint calculation and
promotion of Kazakhstani securities market
indicators. One of the important projects
planned for 2013 is full membership at the
World Federation of Exchanges. KASE has
already submitted the letter of intent, which was
reviewed by WFE Board of Directors, and is
preparing for successful implementation of the
WFE accession procedure.
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HISTORY AND DEVELOPMENT

One of the major events last year was the
first IPO that took place in the framework of
the “People’s IPO”. This initiative is aimed to
privatization through IPOs on KASE of 5-15%
of the first rate companies that belong to the
“Sovereign Wealth Fund “Samruk-Kazyna”.
Among companies considered for IPOs

are national conglomerates with a proven
track record of progress and stability. As

one of the major participants of this project
implementation KASE prioritized its medium-
and long-term plans to successfully support and
implementation of these IPOs.

Thanks to the efforts of all program participants,
the first People’s IPO of KazTransOil (oil
transportation and pipelines company) took
place in November 2012. The order book was
open on November 6, 2012 for one month.
More than 34 000 individuals and 10 pension
funds subscribed. The demand was more than
two times higher than supply and amounted to
59.4 billion Tenge (ca. 400 m US$). Individuals
invested in the amount of 22 billion Tenge (147
million US$).

Right after the KazTransQil IPO a private mobile
connection provider KCell had an IPO on

KASE with a dual listing on LSEG. Placement
of the ordinary shares of KCell on KASE via
subscription and special trades attracted 7.5
billion Tenge (50 million US$) totaling to 9.44%
of the total issue.

Another significant event was successful
placement of the Islamic securities on KASE
implemented in August, 2012 by Kazakhstan

Development Bank “Sukuk Al-Mubarakha” for
the amount of 240 m Malaysian Ringgits (ca.
77.7 m US$) with the annual interest rate of
5.560% within 5 years of maturity period. 62%
of the issue was distributed among Malaysian
investors and 38% was offered to Kazakhstani
investors on KASE.

Within the framework of FEAS bi-lateral
exchange program KASE had an opportunity to
visit Bulgarian Stock Exchange in February 2012
and thanks to the hospitality of the Bulgarian
colleagues get acquainted with the stock
exchange operations and the current status

of Bulgarian financial market. In addition, in
2012 KASE continued its cooperation with the
Organization for Economic Cooperation and
Development (OECD) on corporate governance
improvement in Eurasian capital markets.

Finally, KASE signed a contract with Wiener
Boerse AG aimed at calculation and promotion
of KASE indexes. A tradable index KTX Local
was launched on January 29, 2013 with the
following most liquid shares selected by
considering the monthly trading value and the
number of active trading days:

Company Weighting
ENRC 20.18%
KAZMUNAIGAS EP 19.82%
KAZAKHMYS 19.52%
HALYK SAVINGS BANK 14.05%
KCELL 12.31%
KAZTRANSOIL 6.56%
KAZAKHTELECOM 6.04%
KAZKOMMERTSBANK 1.52%
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FUTURE OUTLOOK

Following successful implementation of some
of the major projects in 2012, during 2013 KASE
is planning to fulfill the remaining projects that
were planned in the framework of 2011-2013
Development Strategy of the stock exchange.

One of the important projects planned for 2013
is full membership at the World Federation

of Exchanges. KASE has already submitted
the letter of intent, which was reviewed by
WFE Board of Directors, and is preparing

for successful implementation of the WFE
accession procedure.

During the course of 2013-2015 KASE is
expecting new IPOs that will take place within
the framework of the People’s IPO program.
Implementation of this program will enable
KASE to offer additional attractive instruments
for secondary market trading by local and
foreign market participants and enhance the
liquidity of Kazakhstani capital market.

KASE is planning to continue upgrading
existing trading and post-trading systems
aimed at creation of technical framework for
introduction of new instruments and ensuring
easy and efficient access to the market. KASE
is committed to development of our market’s IT-
infrastructure both in a short-term and in a long-
term prospective to ensure compliance with
local and international investors’ requirements.

CONTACT INFORMATION

Contact Name Ms. Amina Turgulova E-mail amina@kase.kz Website www.kase kz
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CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

Development of the Kazakhstani securities
market is one of the major objectives of the
government of the Republic of Kazakhstan,
which recognizes the importance of
developed capital market and its impact on
overall economic growth of the country and
on ensuring financial stability, improving
financial sector sustainability and encouraging
investment inflows.

As a result of changes in legislation starting
from the January 1, 2013 the Integrated
Securities Registrar was created. The Integrated
Securities Registrar is mainly aimed to minimize
risks of the issuers as well as rights of securities
holders. The Integrated Securities Registrar
allows the regulator to maintain the control
function more effectively.

Key Information Contacts

Currently the idea to unite the existing pension
funds into one integrated pension fund under
the government of the Republic of Kazakhstan
is being discussed. Pension funds consolidation
will reduce operational costs associated with
the registration and storage of pension assets,
administrative expenses and branch network.

Establishment of the Customs Union between
Kazakhstan, Russia and Belarus three years
ago has marked a major change in the path of
regional integration with important implications
for Kazakhstan. The ultimate goal is the creation
of a Eurasian Union preceded by established

in July 2012 Common Economic Space for

the market of 170 million people. Kazakhstan

is also pursuing accession to the World Trade
Organization (WTO) which is planned for 2013.

Ministry of Finance of the Republic of Kazakhstan www.minfin.kz

National Bank of Kazakhstan www.nationalbank.kz
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Economic Performance

2012 was a quite positive year for Kazakhstan
in terms of economic performance. The

GDP growth made up 5.0% in 2012.. The
unemployment rate has decreased to 5.3%.
Net international reserves amounted to US$
27.7 bn. National Fund assets have increased.
The inflation rate made up 6.1% in comparison
with the previous year. Current account surplus
amounts to US$ 7.8 bn.

Kazakhstan is number one in terms of foreign
currency rating among CIS countries standing
close to Thailand, Ireland and South Africa. In
November, 2012 Fitch also increased the ratings
of the Republic of Kazakhstan: the long-term
ratings of obligations in foreign currency from
“BBB-" to “BBB”, those in the national currency
- from “BBB” to “BBB+", the outlook on the
ratings is “positive”.

Committees of the National Bank of the Republic of Kazakhstan for Financial Market and Financial Organizations Regulation and Supervision www.afn.kz
Financial Institutions” Association of Kazakhstan www.afk.kz/eng/

Central Securities Depository www.csd.kz
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In 2009 trading volume of the Kyrgyz
Stock Exchange has decreased 29.4% in

Kumushbek Shamkanov
President

In 2009 trading volume of the Kyrgyz Stock
Exchange (KSE) has decreased by 29.4% in
comparison with 2008 and the volume totaled
2,95 billion KG Som (about US$ 66 million). The
total quantity of the transactions has decreased by
72.8% represented by 926 transactions.

In listing sector trading volume has increased on
41.3% in comparison with 2008 and totaled 842.8

HISTORY AND DEVELOPMENT

The KSE was founded in 1994. The official opening
and the first trade in stocks took place in May 1995,
while the privatization process was in full swing in
our country.

At the initial stage of its existence and up until 2000,
the KSE had functioned as a non-profit organization
with a total membership of 16. In May 2000 the
KSE was transformed into a joint-stock company;
simultaneously we acquired one of the largest
shareholders and a reliable partner the Istanbul
Stock Exchange, which has actively assisted us in
improving our activities. In 2001 the Kazakhstan
Stock Exchange became a shareholder allowing
the KSE to significantly increase its technical
software potential. At present the KSE is a
closed-type non-profit joint-stock company with 17
shareholders.

A significant contribution has been made by the US
Agency on International Development (USAID) for
the sake of our continued development. Thanks to
the USAID, the KSE has obtained powerful financial
support that has allowed our Exchange become
independent.
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comparison with 2008.

million KG Som (about US$ 19,1 million).
In non listing sector trading volume has decreased
by 41,2% in comparison with 2008 and totaled 2,1
billion KG Som (about US$ 46.9 million).

Trading volume of primary market totaled 1,52
billion KG Som (about US$ 34,7 million), in
comparison with volume of 2008 it has increased
by 69,0%.

FUTURE OUTLOOK
Priorities for the KSE in 2010 are:

» Transfer of government treasury bills’ circulation
of the trade area of KSE

» Circulation of securities of «blue chips»

* Development of corporate equity market and
capital formation by domestic companies

* Development of listing and market making

¢ Development of municipal equity market

* Integration with the cross markets and
international exchanges.

Trading volume of secondary market totaled

1.43 billion KG Som (about US$ 31,3 million), in
comparison with volume of 2008 it has decreased
by 56,6%.

CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

Economic performance

Economic downturns in Kazakhstan and the
Russian Federation (the major economic
partners) and the country’s power shortfalls
took economic performance in 2009 down
to 2.3% from 8.4% in 2008. Their difficulties
hit the economy through reductions in three
channels: remittances from migrant workers
(which constituted around 20% of GDP in
2008); inflows of foreign direct investment; and
demand for exports.

GDP growth was driven mainly by a robust
performance of agriculture (due to favorable
weather conditions), which grew by 7.3%.
Construction increased by 6.3%, after a 10.8%
contraction the prior year, a rebound primarily
due to activity in the hydropower generation
and mining subsectors, rehabilitation and
construction of roads, and residential building.
However, industry overall declined by 3.4%
because of reduced output in the textile and
sewing industry, transport equipment, electric
energy, and gas and water distribution. Gold
production also declined.
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The government forecasts its budget deficit at
5.1% of GDP in 2010. The widening deficit is a
result of the increased budgetary allocations for
the development budget (mainly infrastructure
projects), monetization of benefits, higher
pensions, and increased compensation to
vulnerable groups (to offset an increase in
electricity and heating tariffs). The National Bank
of the Kyrgyz Republic (NBKR) followed an
expansionary monetary policy. It reduced banks’
reserve requirement from 10% at the start of

the year to 9.5% from June; and lowered the
discount rate from 14.4% in January to a record
low 0.9% at year-end. Although the commercial
banks’ lending rate remained almost unchanged
(at about 20%), credit to the private sector
surged by 46.5%. For the year, money supply
rose by 20.4%, carried by increased net foreign
assets (reflecting the budget assistance) and
the expanded credit to the private sector.

Among financial reforms, a deposit insurance
scheme was launched in April 2009, covering
deposits up to Som100,000 ($2,290). All banks
are required to participate. A new law under
which agricultural land can be used as collateral
for loan receipts was adopted on 29 June

2009. In the energy sector, the government
believes that the new tariff will bring the sector
to cost-recovery levels and attract private

Key Information Contacts

National Bank of the Kyrgyz Republic www.nbkr.kg

Ministry of Finance www.minfin.kg

investment. It has no plans for any further tariff
increases this year. The PRC made a preliminary
agreement to grant a $342 million loan for a
power transmission line, which would help the
country ensure energy security. Construction is
expected to start in 2011 and finish 2 years later.

In October 2009, the country embarked on

a government sector reform under which the
number of ministries and agencies has been
reduced. The reform also envisages cutting the
number of government employees by 30% and
aims to streamline the work of government and
cut other costs.

Economic prospects

GDP is projected to grow at 5.5% and 6.0% in
2010 and 2011, respectively. The expansion

is mainly due to the expected recovery of
Kazakhstan and the Russian Federation,
boosting demand for exports, foreign direct
investment inflows, and migrants’ remittances—
the last of which will directly bolster private
consumption. Foreign-financed hydropower
projects should carry on underpinning

strong construction growth, but until all those
projects are brought into commission (the

first is scheduled for May), power shortfalls

will continue to hamper manufacturing. The
government will also provide impetus to growth

The Service of Supervision and Regulations of Financial Market of Kyrgyz Republic www.nsc.kg
Ministry of Foreign Trade and Industry of the Kyrgyz Republic www.mvtp.kg
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as it is planning to raise spending on wages
and pensions and on infrastructure, the latter
with financing assistance from development
partners.

The expected increase in global food and oil
prices will exert upward pressure on prices,
though the contracted import price for natural
gas will fall by about 10%, as will stronger
workers’ remittances. These forces will push

up inflation in 2010 and 2011, to 8.5% and
9.0%, respectively. Given the large import share
in the consumer basket, the NBKR will use

the exchange rate to mitigate inflation. Credit
growth will remain subject to the bottlenecks
that face Kazakh banks (which account for half
the banking sector) in supplying capital to their
subsidiaries in this country. However, increased
foreign exchange inflows may allow the NBKR to
adopt an accommaodative credit policy.

Information obtained from the Exchange.

CONTACT INFORMATION

Contact Name Mr. Kumushbek Shamkanov  E-mail kse@kse.kg Website www.kse.kg
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LAHORE STOCK EXCHANGE

Our economy has shown strong capacity
to overcome challenges originated from
both internal and external economic

Aftab Ahmad
CEO/Managing Director

ECONOMIC OVERVIEW

The macroeconomic landscape of the country
was badly affected by devastating floods

in July 2010, which directly affected about

20 million people, mostly by destruction of
property, livelihood and infrastructure; thereby
inflicted significant damage to the fragile
economy. ADB approved a US$ 650 million
loan to Pakistan which was used to rebuild
the damaged infrastructure. Shortage of
power and gas, escalating utilities costs, high
borrowing cost exacerbated the situation for
Large Scale Manufacturing as well as Service
sectors. The fiscal position remained weak with
poor revenue generation whilst expenditure
escalated. Real GDP growth in the outgoing
year was recorded at 2.4% as compared to
3.8% in the previous Fiscal Year. Nevertheless,
our economy has shown strong capacity to
overcome challenges originated from both
internal and external economic environment
while struggling towards achieving long term
sustainable growth.
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PERFORMANCE OF THE MARKET

The market started in the FY 2010-11 with
some positive note as LSE-25 Index starting
from 3092.70 points. The market and the Index
reached the lowest level of 2970.86 points of
the period under review and closed at 3051.12
points at the close of the financial year. Local
investors remained jittery while seeking clarity
on the modalities of Capital Gain Tax (CGT).
Investment in capital market during the period
July-March 2010-11 by the foreign investors
depicted a net inflow of US$ 301.5 million.
Corporate profitability increased in year 2011
but profitability concentrated in few large
companies in the Energy, Telecom and Banking
sectors.

During the period under review, seven Open
end Funds were listed. Further, two companies,
one TFC and one Participation Term Certificate
were in the pipeline of listings. Two Closed end
Funds were converted into Open End Funds.
Twelve securities were delisted out of which
three companies merged with other companies,
seven companies went into Winding Up by

Court Orders, one Open end Fund matured and
fully redeemed and one Company was de-listed
after the buy-back the shares by the sponsors.

Total companies listed at LSE were 496 as
compared to 510 companies in the previous
year. The total listed capital increased from
Rs. 842.596 billion (US$ 9.362 billion) to Rs.
888.190 billion (US$ 9.868 billion) as on June
30, 2011. Similarly, the aggregate market
capitalization increased from Rs. 2,622.928
billion (US$ 29.143 billion) to Rs. 3,166.044
billion (US$ 35.178 billion) as on June 30,
2011. The volumes of the Exchange shrunk
considerably i.e. by 66%. During the period
under review, total share volume of regular
market reduced to 1,124.762 million shares as
compared to previous FY figure of 3,362.668
million shares.

Complementing the efforts of members and
listed companies in seeking to find better
levels of optimum operational efficiency, LSE
continued to identify areas of improvement
as part of the Exchange’s present and future
development.
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HISTORY AND DEVELOPMENT

Lahore Stock Exchange, established in
October 1970, is a fast emerging market in the
country. Currently, it is considered as second
largest stock exchange with a market share

of around 12-15% in terms of daily traded
volumes, however, the way it is catching up on
the back of enormous economic growth in the
provincial capital the outlook of Lahore Stock
Exchange giving a signal of gaining position
of tilting balance in its favor. Currently, LSE
has 506 companies, spanning 37 sectors of
the economy, that are listed on the Exchange
with total listed capital of Rs. 845 billion having
market capitalization of Rs. 2.7 trillion as of
date. We have 152 members of whom 113 are
corporate and 39 are individual members.

An overview of the measures that have taken
place at LSE over the past few years as part

of its ongoing development plans and reforms
portrays a number of significant initiatives taken
to improve the regulatory regime and the trading
environment for the benefit of Institutional
Investors as well as listed companies.

FUTURE OUTLOOK

¢ Corporatization and Demutualization of the
Exchange.

* Setting up a Disaster Recovery site at an
internationally certified data center.

* Web based Trading Portal.

* Advanced Trading Terminal with integrated
market intelligence.

* Introduction of Market Makers to improve
liquidity and increase market depth.

* Launching of continuous trading session
“After-Hours Trading”.

* Introduction of Multi Trades Access
System for order routing through gateway
connectivity.

* To enhance patrticipation of Financial
Institution, Mutual Funds and Foreign
Investors.

* Launching new products like Options, Stock
Index Futures, Dividend Futures, and Call
Warrants.
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To achieve target to improve & develop
internal software and technology at the
international standard.

Launching of Mobile Trading.

Listing of global stock markets Indices at the
Exchange.

To establish & Implement trading platform
for the Exchange Companies, Agri-
Commodities.

To promote Financial Literacy Initiative -
Campus Outreach Program.

To put Investor Relations in to practice.

CONTACT INFORMATION

Contact Name Mr. Farid Malik ~ E-mail farid.malik@Ise.com.pk  Website www.lahorestock.com
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* Please refer to page 54 for the Pakistan country report.
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MACEDONIAN STOCK EXCHANGE

In 2012, market capitalization of the 32
listed companies was around 421 million

Ivan Steriev
CEO

In 2012 the trend of negative movements of
the key stock market indicators continued at
MSE. During this year 14,905 transactions
were executed compared to 23,426 in 2011.
The market in 2012 was significantly reduced
if we consider the total turnover (around 91
million Euros) which represents a decrease
of 59% compared to 2011. However, the fact
that there were no big block trades executed
in 2012 (unlike the two block trades with
Skopje brewery in the amount of almost 80
million Euros in 2011), should be taken into
consideration. Therefore, by adjusting the
turnover in 2011 (i.e. the value of these block
trades to be excluded), reduction of turnover
in 2012 amounted to more objective 36%. The
average daily turnover was around 370,000

Euros. The turnover through the MSE electronic

trading system - BEST, which is the most
relevant indicator of the market activity, was

around 20% lower compared with 2011. Market

HISTORY AND DEVELOPMENT

The Macedonian Stock Exchange was founded
on September 13, 1995 and commenced
trading on March 28, 1996, as a central
marketplace for trading in securities and the
first organized stock exchange in the history

of the Republic of Macedonia. Its mission is

to provide attractive, efficient, transparent and
secure functioning of the organized secondary
securities market in the Republic of Macedonia.
For its 17 year history, the Macedonian Stock
Exchange has managed to establish a sound
market and information infrastructure and a

cohesive legal and regulatory framework, as well
as solid expertise upon which the functioning of

the Macedonian securities market is based.

The MSE was founded as a not-for-profit joint

stock company with founding capital of 500,000

Euros. According to the legislation that was in
force in 1996 the only eligible founders of the
MSE were banks and other financial institutions

(saving houses and insurance companies). MSE

initially had 19 members: 13 banks, 3 saving
houses and 3 insurance companies. Starting
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capitalization of the 32 listed companies was
around 421 million euros i.e. decreased by 5%
YTD and represents 5,4% of GDP. The main
stock index MBI10 annually decreased by 12%
and recorded value of 1731.18 points. Foreign
investors accounted 11,6% of the total annual
turnover on the buying side, and 21% on the
selling side.

These figures demonstrate that the situation
in the Macedonian securities market is still
complex, but also there is huge potential for re-

growth. This conclusion comes from the current

level of turnover and market capitalization. The
comparison of the turnover with shares through
the BEST system in 2012 (25.2 million euros)
with the turnover in 2007 (471.4 million euros)
is self-explanatory. At the same time, the share
of market capitalization to GDP of just over

5% and comparative analysis with markets

in many other countries show that there is

from June 20, 2001 (with the amendments of
the Securities Law), MSE started to operate
on a for-profit basis, with a founding capital of
500,000 EUROs. MSE shareholders may be
any legal and private domestic and foreign
entity. All MSE members must be licensed for
trading in securities by the Macedonian SEC.
Only brokers, authorized by the MSE members
may trade in securities at MSE. MSE currently
has 15 members - 10 brokerage houses and
5 banks. Currently MSE has 36 shareholders
(brokerage houses, banks, legal entities and
private investors).

FUTURE OUTLOOK
Macedonian Stock Exchange:

* In accordance with the latest amendments
of the Macedonian Securities Law, a new
process of mandatory listing of certain group
of joint stock companies will be introduced. It
is expected that number of listed companies
to be doubled. These changes will contribute
for increment the transparency of these joint
stock companies and eventually to affect the

huge potential for growth - whether through
future price increases of the shares of listed
companies, additional capitalization of current
listed companies or new listings. Any positive
combination of increased turnover and/or
market capitalization will result in improvement
of the MSE turnover ratio as well.

We expect that the performance of the
Macedonian stock market in 2013 will be at

a similar level as in 2012, i.e. it is expected

to operate in not very easily predictable and
quite complex economic environment. What is
certain is that starting from 2013 the working of
the MSE will be positively affected by regulatory
changes related to new process of mandatory
listing of certain group of Macedonian joint
stock companies and newly introduced tax
holidays on capital gains for the next three
years.

trading on a middle and long term.
Implementation of joint program (by
Securities and Exchange Commission,

MSE and Macedonian Central Securities
Depository) for education of investors and
issuers of securities.

Analysis of the possibility for introduction

of new financial instruments on the market
and support of financial intermediaries in
issuing such instrument, with stressing

on development of debt and structured
products.

Improving the market infrastructure through
technical and normative developments of the
MSE functionalities.

Support of the companies who will show
interest in conducting a public offering via
MSE.

Adoption of new methodologies for
calculation of indices published by MSE.
MSE increase its participation on- going
projects related to the implementation of the
Memorandum of Partnership of exchanges
in South East Europe and within regular
activities of the Federation of Eurasian Stock
Exchanges (FEAS).
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CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

Overview

1. The economy was less affected by the
global economic and financial crisis than many
regional peers but the impact of the Eurozone
crisis has been felt strongly in 2012. With a
GDP growth rate of 2.9 per cent, Macedonia
was among the strongest performing SEE
economies in 2011. However, the impact

from the Eurozone crisis began to be felt in

the second half of the year and a significant
slow-down has followed since. In the first half of
2012, the economy contracted on a year-on-
year basis on account of the weaker export
demand as well as the impact of lower foreign
direct investment and reduced remittance
inflows on domestic demand.

2. Inflation stayed relatively low in 2011 and in
the first half of 2012, but it accelerated recently,
reaching 5.3 per cent year-on-year in September
2012. This is a temporary spike caused by

rising food prices as well as increases in
pensions and the introduction of a minimum
wage. The currency remains pegged to the

euro and international reserves are at relatively
comfortable levels of 114 per cent of short-term
debt and about four months of imports.

3. Fiscal targets have been met, but arrears are
present. Given the currency peg to the euro
and the limited sources of external funding,

the government has implemented relatively
tight fiscal policy. Over the past two years the
government maintained the budget deficit within
the targeted 2.5 per cent of GDP on a cash
basis; in 2012, it is likely to reach 3.5 per cent
of GDP The government is taking measures

to clear part of the accumulated budgetary

arrears and delayed VAT refunds. In 2011 the
government drew on the precautionary credit
line (PCL) from the IMF to finance expenditures.
The second review of the PCL was not
completed, mainly because of IMF concerns
about the arrears problem. The PCL is now
dormant and will formally expire in January
2013.

4. The Eurozone’s difficulties will continue to
dampen growth prospects in 2012 and 2013.
Following the contraction in the first half of the
year and in light of continuing weakness in the
Eurozone, growth in 2012 will be minimal at
best. A modest recovery is likely to occur in
2013 to around 2 per cent. A pick-up in growth
is expected in the medium term, as the regional
economy recovers and as Macedonia reaps the
benefit of sustained macroeconomic stability
and investor-friendly reforms introduced in
recent years.

5. Moving to the next phase in the EU accession
process remains stalled because of the

name issue. Since receiving candidate status

in December 2005, Macedonia has made
considerable progress in EU-oriented reforms.
The country is on track to fulfilling the political
and economic criteria for accession, but the
name dispute remains a key obstacle to further
advancement of the membership application. In
March 2012 the government and the European
Commission (EC) launched a High-Level
Dialogue to boost the reform process. In its
latest Progress Report, published in October
2012, the EC noted that this new Dialogue had
already served as a catalyst for reforms in a
number of key policy areas in 2012. The EC
reiterated its recommendation for the opening
of EU accession negotiations, stressing that this
would consolidate the pace and sustainability
of reforms.
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6. Privatization is largely complete, but efforts
to sell some of the remaining state-owned
enterprises have been unsuccessful. A number
of attempts have been made to sell the state’s
76.6 per cent stake in chemical manufacturer
Ohis, but there have been no successful bids
so far. Similarly, efforts to privatize the electrical
engineering company EMO Ohrid, the tobacco
company Tutunski Kombinat AD Prilep and

the manufacturer of military kit, 11 Oktomvri
Eurokompozit over the past few years have also
failed. These four companies remain on top of
the government’s privatization agenda. State
capital remains concentrated in the energy
sector (power generation and transmission
companies are state-owned) and public utilities.
The state also owns a significant minority stake
in the country’s profitable telecommunications
company, Makedonski Telekom.

7. Macedonia continues to perform well on
business environment indicators. According
to the 2012 World Bank’s Doing Business
Report, Macedonia made the third highest
improvement in ranking, moving up 12 places
from 34th to 22nd (out of 183 countries) for
overall ease of doing business. This places the
country significantly ahead of regional peers
on this business environment measure. The
largest improvements were noted in dealing
with construction permits, registering property
and getting credit. The country still performs
relatively poorly on access to electricity, cross-
border trade and contract enforcement.

8. The country has attracted significant new
foreign direct investments in 2012. The most
notable is a EUR 300 million construction
project in Skopje by the Turkish company
Cevahir Holding, which will include a shopping
center and four skyscrapers. In July 2012 an
agreement was signed for the largest German

CONTACT INFORMATION

Contact Name Ms. Evita Ivanova E-mail mse@mse.com.mk Website www.mse.com.mk
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greenfield investment in the country - a EUR 35
million plant in the free zone of Kavadarci that
will manufacture electronic installations and
cables for the car industry. A week before, in
the industrial zone in Bitola, construction began
on another significant German investment - a
EUR 20 million plant that will also produce
automotive parts. Major reinvestments by
companies from the United Kingdom and
United States are also under way in the car
electronics and catalytic convertors industries.

9. Restructuring of the railways sector is
ongoing. The institutional mechanisms for

the introduction of public service obligation
contracts and access charges are under
development. Over the past year the
government provided financial guarantees for
an IFI-funded loan to the national rail operator,
Makedonski Zeleznicki Transport. The funds will
be used to modernize the freight and passenger
fleet in order to improve the company’s
operational efficiency. Under the umbrella of the
project, technical assistance will be sought for
the development of a Business Segmentation
Strategy, which should result in a split of the
freight and passenger service into two separate
legal entities by 2017. In parallel, ambitious
plans for energy efficiency improvements have
been envisaged with both the national rail
operator and the infrastructure management
company.

10. Overall the financial sector remains less
competitive than in neighboring countries, but
pension fund assets have increased. The three
largest banks (Komercijalna Banka, Stopanska
Banka and NLB Tutunska Banka) still control 64
per cent of the market while the top five banks
account for 77 per cent of the total market. The
market is dominated by foreign banks, which
account for over 90 per cent of total banking

Key Information Contacts
Central Securities Depository www.cdhv.org.mk

assets. However, banks have relied primarily
on domestic deposits to fund lending, so they
were not as exposed as those in regional peers
to deleveraging pressures during the crisis.
Non-performing loans have recently started to
increase again, reaching 10 per cent of total
loans in 2012, although they are more than 100
per cent provisioned. One of the three largest
banks - Stopanska Banka - is a subsidiary of

a Greek bank while NLB Tutunska Banka is
Slovenian owned. Spillover risks are limited,
however, because the bank has largely relied
on domestic deposits rather than parent bank
capital to finance lending.

11. Pension fund assets have risen sharply.
Past reforms in the pension system included the
setting up of a mandatory defined-contributions
pillar managed by private pension funds. Along
with the introduction of two voluntary funds,

this has led over the past year to a substantial
increase in pension fund assets, which have
reached over 3 per cent of GDP (up from 1.2
per cent in 2008).

Highlights of the past year and key priorities for
2013

» Efforts to improve the business environment
and attract foreign investment have been
stepped up. FYR Macedonia’s latest ranking
on the 2012 World Bank’s Doing Business
scores is impressive, and some major
investors are showing interest, but important
business climate issues such as judicial
reform and corruption remain to be fully
addressed.

Securities & Exchange Commission www.sec.gov.mk
National Bank of the Republic of Macedonia www.nbrm.gov.mk

Ministry of Finance www.fin.gov.mk
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Macroeconomic stability has been
preserved. Growth in 2011 was close to 3
per cent and inflation and the government
deficit were kept at low levels, but a clear
slow-down is evident in 2012.

Reforms should be pushed forward in the
context of the new high-level dialogue with
the European Commission. This dialogue
offers an opportunity for the country to
advance on an EU-oriented reform path even
while formal accession talks cannot proceed
because of the name dispute.

The provision of financial services should be
enhanced. Competition in the banking sector
is less vigorous than in some regional peers,
and there is scope to develop a greater
range of financial services than presently
available.
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MOLDOVA STOCK EXCHANGE

The trading volume increased in 2012
($51,67 millions) compared to 2011

Dr. Corneliu Dodu
President

In 2012 the Moldova Stock Exchange indicators
were higher than in 2011. The trading volume
increased in 2012 ($51,67 millions) compared
to 2011 ($20,6 millions).

At the end of the 2012 on the Moldova Stock
Exchange were registered 1010 issuers: in
Listing - 11 and in Non-listing - 999. There are
21 accredited members. The most resulting
period of the year by volume and by number

HISTORY AND DEVELOPMENT

In 1993 the Law on securities circulation and
stock exchanges was enacted and from this
point in time the institutional infrastructure of
stock market in Moldova began to develop.

In December 1994 the non-profit institution,
Moldova Stock Exchange was established as
joint-stock close company. 34 promoters - the
securities market professional participants took
part in its establishment. The first transactions
were made on June 26, 1995, and this date is
accepted as the birthday of the Moldova Stock
Exchange.

In June 1998 the Moldova Stock Exchange
established the National Securities Depositary
and a new trading system were integrated with
the depositary system which allows transactions
to be carried out. According to the changes
made in the law «On Securities market» which
came into force on January 1, 2008, Moldova
Stock Exchange has the right to own up to 75%
shares of National Securities Depositary.

At the moment Moldova Stock Exchange has 36
shareholders, of which 21 are the exchange’s
members. The members are legal entities that
own at least one share of the exchange (one
vote) and have the license for broker and / or
dealer activity.

($20,6 millions).

of transactions was August ($19,8 millions and
236 transactions).

In 2012 the settlement system of the National
Securities Depositary of Moldova was
integrated in the Automated Interbank Payment
System of the National Bank of Moldova.

In 2012 the Parliament of Moldova approved
the Law of the capital market, which was

In April 2000 Moldova Stock Exchange received
the status of a self-regulating non-commercial
organization. In July 2000 new Moldova Stock
Exchange’s Regulations were introduced which
improved the mechanism of transactions.

In July 2007 the Mega regulator - National
Commission of Financial Market was created.
According to the legislation the Mega regulator
determines and regulates the state policy of the
nonbank financial market.

Since 2008, due to the change of the securities
market legislation the MSE lost its status of

a non-commercial organization, becoming a
commercial one and therefore losing its status
of a self-regulating organization.

At the present Moldova Stock Exchange is a
developing stock market, which continues to
cooperate with other stock exchanges and
financial organizations. MSE is a member

of FEAS from 1995 and in 2008 became the
member of International Association of the CIS
Exchanges.

In 2011-2012 were introduced the International

Financial Reporting Standards (IFRS). So, since
January 1st, 2012 the listed companies must do

their accounts according to the IFRS.

elaborated in accordance with the EU directives
and which provides a number of reforms in this
field. The law of the capital market will enter into
force in September, 2013.

In the next 2 years it is planed to elaborate,
approve and implement the legal framework
under the legislation.

FUTURE OUTLOOK

For 2013 Moldova Stock Exchange has the
following main goals: the increase of trading
volumes especially through the diversification
of the traded financial instruments, the foreign
collaboration. Also MSE will continue to develop
the IT infrastructure and upgrade the website.
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ECONOMIC OUTLOOK

In 2012, GDP, measured in current prices, was

US$ 7282 million, with 0,8% lower than in 2011.

The reduction of GDP was influenced by the
decrease of the external demand for goods
produced in Moldova and by the weakening of
the domestic final consumption account.

Key Information Contacts

The annual inflation rate in December 2012,
compared with December 2011 was 4,1%.

For 2012 exports and imports increased with
2,3% and 2,5% compared with 2011.

For 2013-2016 GDP is expected to grow for
4,5% - 5% per year.

Government of the Republic of Moldova www.gov.md

Ministry of Economy www.mec.gov.md
Public Property Agency www.app.gov.md
National Bank of Moldova www.bnm.org

National Commission of Financial Market www.cnpf.md
Chamber of Commerce and Industry www.chamber.md

National Bureau of Statistics www.statistica.md
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For 2013 the World Bank predicts an economic
growth for Republic of Moldova of 3,1%.

In March, 2012, the important event on the
political scene of Republic of Moldova was the
presidential elections and Nicolae Timofti was
elected. This fact ended the 2,5 years political
crises.

CONTACT INFORMATION

Contact Name Ms. Valeria Gaina E-mail valeria@moldse.md Website www.moldse.md
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MONGOLIAN STOCK EXCHANGE

We are focusing on creating a favorable
legal environment and better regulation in

Altai Khangai
Acting Chief Executive Office

We would like to express our warm greetings
and best wishes to all of you on the occasion
of the 20th anniversary of Mongolian Stock
Exchange.

During the last 20 years MSE has encountered
several challenging years, as well as, even
more years of accomplishments. In total, 474
Joint stock companies have been listed on
MSE with the stock trading value reaching
262.5 bin MNT, while values of Government
and Corporate bond trading reached 215.1 bin
MNT respectively. The number of Broker-Dealer
companies with special licenses to operate in
the Securities market reached 45, and they are
currently servicing about 450,000 individual
investors and clients. Total dividend distribution
has reached 109.6 bln MNT.

Mongolian Government is increasingly
recognizing the importance of the capital
markets in development of the national
economy and focusing on its expansion. We
would like to emphasize on the initiative to
distribute shares of “Erdenes Tavan Tolgoi”

JSC, the holder of massive coking coal deposit,

to all citizens of Mongolia and to local private

HISTORY AND DEVELOPMENT

Mongolian Stock Exchange was established on
January 18th of 1991, as the official and only
stock exchange of Mongolia, and throughout
this relatively brief history, the exchange was
able to achieve remarkable growth in tandem
with the robust economic performance of
Mongolia.

MSE serves the domestic cash equity market
with 366 listed companies and a market
capitalization of 1.373 trillion tugriks (US$ 1.07
billion) as on December 31, 2010.

On September 17, 2010, Mongolian Stock
Exchange has conducted Government Bond
trading worth 30.0 billion tugriks consisting of
3,000 pieces of ordinary Government Bond.

In December 2010, Mongolian Stock
Exchange has concluded Strategic Partnership
Agreement with London Stock Exchange. MSE
has concluded MoU on Cooperation with 8
Stock Exchanges in the world, such as Tokyo

the capital markets.

entities, and believe that conducting open-
market trading of its shares will accelerate the
growth of the capital markets in Mongolia and
will be a crucial point of its development.

In the recent years, the Parliament and
Government of Mongolia has issued number of
important policy documents on development
and improvement of current legal environment
in the capital market. In order to modernize in
compliance with international standards and

to enhance the development of the capital
markets, the Securities Law is being re-drafted
and will soon be submitted to the Parliament.
In 2009, the Financial Regulatory Committee of
Mongolia has issued “Prime Objectives of the
Stock Market Development Program in 2009-
2012,

We are focusing on engaging internationally
recognized consultants and institutions

in processing the draft of applicable rules

and regulations as well as drafting of laws.
Consequently, this will create a favorable legal
environment and better regulation in the capital
markets.

Stock Exchange, Korea Exchange etc. Also,
Mongolian Stock Exchange is a member of
two stock exchange associations, namely, it
is @ member of Federation of Euroasian Stock
Exchanges and Asia and Oceania Stock
Exchange Federation.

FUTURE OUTLOOK

In 2011 MSE will:

* Increase institutional participation

* Attract more foreign investors

* Enhance the quality of market intermediation

* Strengthen the equity and debt markets

* Conduct privatization of state assets

* Invest in the social infrastructure

* Develop human resources

and;

* Promote the implementation of international
best practices

» Seek to introduce new financial product on
the Stock Exchange

In December of 2010, the State Property
Committee of Mongolia has signed a long-
term Strategic Partnership Agreement with
London Stock Exchange Group (LSEG) to
restructure and develop the Mongolian Stock
Exchange. Based on the agreement, LSEG
will cooperate with MSE at the administrative
and managerial levels and address the issues
that require immediate attention. There is an
absolute necessity to create a favorable legal
framework for capital markets, improve the
market infrastructure and introduce a world-
class trading platform to upgrade MSE and
the clearing, settlement depositary system

in line with international standards. It has
also become essential to increase domestic
capital investment and the competiveness of
the capital market, to enhance liquidity in the
market, to protect the interests of investors,
to mitigate the non-market risks, as well as, to
improve the human resource productivity.

We would like to thank and wish happiness,
health and prosperity to all individual

and institutional investors, professional
organizations and issuers for your input in the
development of capital markets in Mongolia.

CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

Political Outlook

The outlook for the domestic political scene is
stable, and the president, Elbegdorj Tsakhia
and, prime minister, Batbold Sukhbaatar will
maintain the Mongolia’s relatively liberal social
and economic policies, as well as its multi-
lateral foreign policy stance. Mongolia’s foreign
policy will continue to be based on its close
relationship with its two neighbors, Russia and
China, as well and developing close relationship
with its “Third Neighboors”, the US, Japan and
Western Countries.

These ties have been strengthened by a series
of bilateral visits with the Russia, China and
Japan and other countries. Mongolia has also
signed agreement on setting up state owned
JV of Mongolia and Russia, Dornod Uran” to
extract and mine uranium resources. Mongolia
also has significant presence of Western capital
in the form of investment by Ivanhoe Mines and
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Rio Tinto in its masive Oyu Tolgoi copper and
gold project in South Gobi region.

There are no immediate threats in North East
Asian region, which Mongolia is located, except
an issue of North Korea.

Mongolian peacekeepers also participate
actively in international peacekeeping efforts
in such countries as Chad and Sudan, as well
as participating in military operations of US-led
coalition in Irag and Afghanistan.

As well as seeking close relationship with its
two neighbors, Russia and China, Mongolia

will seek to have balance by developing close
strategic relationships with US, Japan and EU.
Taking notice of its overreliance from China on
exports of commodities, Mongolian Government
will seek to build a new railroad route to reach
markets of Japan and South Korea via Russia.

Economic Performance

Mongolian economy expected to have grown

at a rate of 8% in 2010 and as of September
2010 Industrial production grew at annual rate of
15%. According to Bank of Mongolia, Mongolian
Official Foreign Currency Reserve hit US$ 2
billion US$ at the end of 2010.

In 2010 Mongolia made a foreign trade with

132 countries of the world and total foreign
trade turnover reached 6177.1 million US$, from
which export stood at 2899.2 million US$ and
imports at 3277.9 million US$. The total foreign
trade turnover increased by 53.5% and exports
increased by 53.8% and imports increased by
53.3% respectively.

Key Information Contacts
National Statistics Office www.nso.mn
Bank of Mongolia www.mongolbank.mn

Total number of unemployed people who
registered with relevant authorities as of end of
December 2010 stood at 38.3 thousand people.

Consumer price index has increased by 13.0%
compared to the same period last year in
December 2010. The average yearly inflation
rate was at 10.1%.

In 2010 Government of Mongolian began to
hand out 10,000 tugriks to each citizen every
month and beginning from January 1, 2011
it will hand out 21,000 tugriks to each citizen,
which will boost domestic consumption.

Mongolian National Tugrik (MNT) was the best
performing currency of the world in 2010 and
it appreciated by 16% and stood at 1,257.18
against a US$. The authorities also agreed

to allow greater exchange rate flexibility, to
strengthen the fragile banking system, and

to improve the targeting of social spending.
Investment in mining has increased a lot.

The outlook of economy in 2011 looks very
bright and Mongolian economy is expected to
grow by 12% in 2011 according to a forecast by
Economic Intelligence Unit. Cash handouts to
citizens will increase domestic consumption, but
will also push inflation higher.

As for copper, the price is projected to remain
at high levels (more than 9,000 US$ per ton)
during the forecast period, which will stimulate
production. In 2010 coal became the largest
export commodity in terms of value and it is
expected to remain same in 2011.

National Development and Innovation Committee www.ndic.gov.mn
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Prospects for development of new mines
brightened considerably in October 2009,
when the government signed an agreement
with an international mining company to exploit
the Oyu Tolgoi copper and gold deposit.
Investment in this project is expected to total
US$ 6 billion production is projected to start in
2013. The long-awaited Oyu Tolgoi agreement
and subsequent construction will raise investor
confidence and have knock-on effects on other
parts of the economy.

Moreover, the government is considering
proposals to mine the large Tavan Tolgoi coal
deposit with international partners and distribute
share vouchers after organizing it as Joint Stock
Company. The valuation of Tavan Tolgoi deposit
by international experts range from 30-40 billion
US$ and it has 6.5 billion tonnes of coal reserve.
FDI inflows into mining are expected to rise
significantly over the forecast period.

Investment is expected to increase further,
driven by Oyu Tolgoi. Also, Mongolian
Government is planning to build a railroad from
Tavan tolgoi deposit to Russia via Gobi Desert
and Eastern Mongolia with a plan to transport
it to Russian Pacific ocean ports to Japan and
South Korea.

Moreover, after abolishment of 68% Windfall
Profits Tax on gold and copper takes its effect
beginning from January 1, 2011, the gold sold
to Central Bank and related tax revenue is likely
to increase, because gold industry will come out
of shadow.

Also, uranium mining and extraction is likely
startin 2011.

Information obtained from the Exchange.

CONTACT INFORMATION

Contact Name Ms. D. Enkhzul

E-mail enkhzul@mse.mn  Website www.mse.mn
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MONTENEGRO STOCK EXCHANGE

Mr. Gojko Maksimovic
Acting CEO

The negative trends in Montenegrin capital
market continued into 2012. Compared to

2011, around 43% lower turnover is generated,
and similar situation is with the total amount of
transactions concluded. As the main factor for the
negative results achieved, there is currently poor
macroeconomic situation, both in Montenegro
and beyond, which left the effects primarly on
less money available for investments, both in the
retail and in the institutional sectors. In addition,
the Montenegrin capital market should continue
to be seen as an emerging market that is usually
labeled as a risky, which results in avoiding during
moments of recession, due to the reluctance of

HISTORY AND DEVELOPMENT

Montenegro Stock Exchange was established in
June 1993, pursuant to the Law on Money and the
Capital Market. The first shareholders of the Stock
Exchange were the Republic of Montenegro and
four banks from Montenegro:

* Montenegrobanka A.D. Podgorica;
* Pljevaljska banka A.D. Pljevlja;
* Beranska banka A.D. Berane;
* Hipotekarna banka A.D. Podgorica.

After taking authority from Federal Commission of
Yugoslavia for the Securities and Financial Markets,
in December 2000, the Commission for Securities
of the Republic of Montenegro, has given, after
determining the fulfilment of all the necessary
preconditions, the Montenegro Stock Exchange

a business license. On 20 September 2001, six
Montenegrin financial institutions and Brokers
Business Association founded the New Securities
Exchange of Montenegro. Montenegro Stock
Exchange completed the final harmonization with
the Law on Securities Montenegro in 2004, which
led to a situation in which, until the end of 2010,
there were two stock exchanges operating. The
start of operations of the New Securities Exchange
of Montenegro is significant because for the first
time in Montenegro capital market transaction were
executing by electronic trading system.

Continuous development of our market is
the basis of the future of the MSE.

investors and their seeking for the secure returns.
As a consequence of such a bad environment,
compared to the beginning of the year Montenegro
Stock Exchange has six members less (brokerage
firms). During the observed period, there was

a growth of companies’ index MONEX20 for
aproximatelly 3%. In the case of companies’ index,
if we take into consideration the dividends paid by
the companies that constitute the mentioned index,
the realized profit would be 7.05%. It should be
noted that compared to the previous years there
was a considerable improvement of the market
regulations by the implementation of new legal
regulations of the Montenegro Stock Exchange,

In the beginning of 2011, the two Montenegrin
stock exchanges were integrated, through

the merge of the New Securities Exchange of
Montenegro to the Montenegro Stock Exchange.
The first working day on the single Montenegro
Stock Exchange was 10 of January 2011. At
this moment, Montenegro Stock Exchange has
13 members. In overall shareholder structure
of the Montenegro Stock Exchange 12 financial
institutions from Montenegro participate with
approximately of 93% ownership.

FUTURE OUTLOOK

It aims to Current situation in the capital market
stimulated our greater activity in the field of
permanent services improvement that we offered
as the best way to confront crisis. The following
years will be very challenging for us. We will try

to make a greater impact in order to increase the
number of financial instruments on Montenegro
Stock Exchange through more active role of

the Government, primarily in terms of rising the
number and volume of bonds emission, and

by implementation as well as the introduction

of treasury bills trading. This will be possible by
further transformation of certain governmental and
public enterprises into joint stock companies and
by introducing the sale of a part of the capital by
initial public offering (IPO). In addition, we expect
to increase the number of financial instruments

which led to an increase in the level of companies’
transparency. Furthermore, major improvement

of technical infrastructure has enabled us

to introduce the online trading system by
implementing the new software - BrokerOffice. We
have to emphasize that during this year we have
achieved good results in terms of communication
with the Government of Montenegro that resulted
in issuance of government bonds. Successfully
completed emission represents a major step
ahead for our capital market, as we have proved
that we are becoming a place for successful
capital raising.

through the affirmation of private companies
(which have high amounts of annual revenues)
established as a limited liability companies, to their
transformation into joint stock companies. In this
way, the Montenegro Stock Exchange would get
its full role as a place of raising capital through

the formation of joint stock companies and also
would become available for the small and medium
enterprises, which their dissatisfaction towards

the expensive loans of commercial banks in
Montenegro are expressing for a longer time. The
big challenge for our capital market is the process
of Montenegro’s accession to the EU. Accordingly,
we will shortly have the changes of capital

market regulations and its harmonization with the
European legislation (MiFID regulation). We hope
that mentioned implementation of the European
laws will bring positive effects to our market. As our
main task we have to solve the problem of liquidity
in the market through creation of mechanisms of
“borrowing” shares (primarily pledged) and by
introduction of market-makers. Another key task
will involve improvements in regional cooperation
with other stock exchanges by means of possibility
of creating a common trading platform and on this
basis, at least the formation of “virtual” joint capital
market.
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CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

After record revenues, number of concluded
transactions and the amount of market
capitalization, the Montenegrin capital market,
in the period after the investment boom from
2007, shows negative trends in terms of the
market liquidity. That the market is subject to

a period of stagnation and high reluctance of
investors can also be concluded by observing
the movement of the index in the last three
years. The main factor that led to significantly
worse results is the poor macroeconomic
situation, both in Montenegro and beyond,
leaving effects, primarily in terms of less money
available for investment in the retail sector

and among institutional investors. In addition,
the Montenegrin capital market should still be
seen as an “emerging market”, usually seen
as risky, which leads to avoidance in the times
of recession, due to the reluctance of investors
seeking safe yields.

According to credit agencies’ estimates,
Montenegro currently has the following credit
ratings:

* Ba8 (with stable outlook) - by credit agency
Moody’s (confirmed in May 2012).

* BB- (with stable outlook) - by credit agency
Standard and Poor’s confirmed in June
2012).

Key Information Contacts

Bad macroeconomic situation in Montenegro

is caused largely by external economic

factors and the influence of global economic
crisis. The main characteristics of the current
macroeconomic situation in Montenegro are:
slowing economic growth (expressed by a
significant drop in GDP) and increase in the
level of tax and other debts in the economy,
resulting in a significant increase in the level of
government debt in relation to the GDP level.
The current macroeconomic situation is also
characterized by stagnation in credit activities of
the banking sector which is directly caused by
large amounts of bad loans (approved primarily
in the period of investment boom).

Incentives for improving the macroeconomic
environment and the overall situation can be
expected with the completion of announced
major infrastructure projects in the sector

of providing services. The start of official
negotiations on accession to the European
Union presents a significant step in terms of
achieving macroeconomic stability (through
the provision of better sources of financing
and the government’s debt consolidation) and
through the harmonization and implementation
of European legislation, which is a significant
argument in the process of attracting foreign
investors and fostering further growth through
the realization of foreign direct investments.

Securities Commission of Montenegro www.scmn.me

Central Depository Agency www.cda.me
Central Bank of Montenegro www.cb-mn.org
Ministry of Finance www.mf.gov.me
Montenegro Statistical Office www.monstat.org
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The real growth rate of GDP in the first quarter
of 2012 compared with the same period in 2011
was negative, i.e. it amounted -2.4%, while the
second quarter indicates the real growth rate
0.3%. (Source: Central Bank of Montenegro,
Ministry of Finance of Montenegro, Statistical
Office of Montenegro - Monstat)

According to the report “Economic Freedom

of the World” published by the Heritage
Foundation and the Wall Street Journal,
Montenegro’s economic freedom score is 62.6,
making its economy the 70th freest in the 2013
index. Its score is essentially the same as last
year, with notable gains in the control of public
spending, business freedom, and freedom

from corruption balanced by declines in labor
freedom, monetary freedom, and trade freedom.
Montenegro ranks 33rd out of 43 countries in
the Europe region, and its overall score is above
the world average.

CONTACT INFORMATION

Contact Name Ms. Suzana Drincic  E-mail info@mnse.me Website www.mnse.me
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Ahmed SalehAI-Marhoon
Director General

We are continuously working on developing and
operating an efficient and transparent securities
market to the best standard expected by our
local and foreign investors. We believe that
exchanges that adhere to good governance,
greater transparency and greater accountability,
are able to foster investors’ confidence as well
as creating attractive investment environment.

The Omani economy has managed to move
forward to achieving self-growth and being
adaptable to regional and global economic
fluctuations.

MSM DEVELOPMENT

Muscat Securities Market has implemented a
number of projects related to the development
of the market.

In the area of information security and
protection, MSM applies the best international
practices in information technology, especially
those related to customer information
security. In this respect the MSM has obtained
the international ISO 27001 in the area of
information security.

The MSM launched, during the current month,
the latest NYSE Technologies version V.90 of the
trading system and other related systems.

All brokerage companies are now connected
with the trading system via modern and
advanced network using state-of-the-art MPLS
technology (Multiprotocol Label Switching).

Regarding MSM Index, the market has
introduced a change in the sectors forming

the price index. The Banking and Investment
Companies Sector was renamed to the
Financial Sector. Services and Insurance Sector
became the Services Sector and the Industry
Sector remained unchanged. This
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MUSCAT SECURITIES MARKET

We are continuously working on
developing and operating an efficient and
transparent securities market to the best
standard expected by our local and foreign

investors.

We at Muscat Securities Market (MSM), have
devised a comprehensive road map that
enables us to build capacity and promote
sustainable capital market development
strategy specifically aimed at improving
access to the regional and international capital
markets.

The year 2013 witnessed, for the first time in
Oman, listing of Islamic products. In effect
Islamic financial indices have been launched
for Sukuk and Exchange Traded Islamic Funds
(ETIT’s). The launching of such indices would

new amendments resulted in a reclassification
of some companies in the new sectors based
on their main activity. Moreover, the number
of companies forming MSM sectoral indices
increased to 15 instead of 10 companies.

The Market continued to implement several
media and awareness programmes in the
Sultanate and abroad. The MSM in cooperation
with the Ministry of Education organized
workshops for applied mathematics teachers all
over the Sultanate.

On training, Muscat Securities Market has
signed a cooperation agreement with Bombay
Stock Exchange Training Institute to deliver
training programmes in the securities and
capital markets fields in the Sultanate.

Regarding information dissemination, Muscat
Securities Market has signed an agreement
with an international company to develop and
update MSM website in form and content

in order to keep pace with the international
technical developments in the field of
information.

MSM has managed, through newly introduced
program in its website, to provide software

for the financial performance of the listed
companies. It is an advanced electronic

contribute to attracting investors who prefer a
credible reference for identification of Shariaa
complaint instruments.

programme on basic and financial analysis of
joint stock companies” statement.

Secured Financing Account Directives, with
serious restrictions, have been issued last year
allowing margin trading operations at our stock
exchange.

FUTURE OUTLOOK

* Activating the Primary Market for new issues.

» Diversification of our investment tools.

The MSM is now in the process of listing
Exchange Traded Funds (ETFs) and Islamic
instruments.

* Improving our technological systems to cope
the development in the trading, clearance
and settlement operations.

* Transformation of family enterprises into
public joint stock companies.

* Increasing investment funds which are
specialized in dealing on securities.

* Attracting foreign investments.

* Introducing market makers.

For achieving these goals the MSM is
dedicating more effort to improve its legal
environment working mechanisms, disclosure,
transparency, listing, and keeping up to date
with the latest international developments.
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MUSCAT SECURITIES MARKET

CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

The Omani national economy continued its
good performance in the year 2011 in spite

of the negative developments of the global
economy as a result of lowering the credit rating
of the United States and the sovereign debt
crisis, which hit some European economies
and had spillover effects on a number of world
economies. The strong performance of the
Omani economy is attributed to the realistic
and flexible economic policies adopted by the
Sultanate as well as the increase in the rates of
the oil production, the remarkable improvement
in oil prices and the expansionary fiscal and
monetary policies adopted by the Government
to enable the economy to achieve stability and
growth.

Leading amongst the indicators of the stability
and growth of the Omani economy during 2011
were the overall positive results, which include
a significant growth rate of 7% exceeding that
of 2010 which amounted to 6%. Moreover, the

Key Information Contacts

balance of trade of the Sultanate achieved
remarkable growth of 34% in 2011 compared

to 32% in 2010. However, despite the increased
public expenditure during 2011, inflation rate
remained at the level of 3.6%, which is within the
targeted limit of 4%.

Regarding the expectations of the Omani
economy for 2012, it should be noted that in
light of the wise economic and fiscal policies
that support the growth and stability of the
national economy, the Sultanate of Oman has
increased the general expenditure approved
in the budget to about RO 10 billion, with

an increase of RO 800 million or 9% over

the revised expenditure of the previous year
2011. Current expenditure is estimated at RO
6.4 billion, which constitutes 64% of the total
general expenditure around 2.7 billion of which
are investment spending, representing 27% of
the total general expenditure.

The general revenues of the State for the year
2012 were estimated by about RO 8.8 billion
against RO 7.3 billion in the budget of the

Ministry of National Economy www.moneoman.gov.om

Capital Market Authority www.cma-oman.gov.om

Oman Chamber of Commerce and Industry www.cbo-oman.org

Financial Corporation www.fincorp.org
National Bank of Oman www.nbo.co.om

ANNUAL REPORT JUNE 2013

fiscal year 2011, with an increase of RO 1.5
billion, i.e. 21 per cent compared to 2011. Qil
and gas revenues constitute 81 per cent of the
total revenues, whereas the current and capital
revenues constitute 19 per cent thereof.

The oil revenues were calculated on the basis
of average price US$ 75 per barrel and average
daily production of 915 thousand barrel per day.

As regards to the budget deficit, it is estimated
to amount to RO 1.2 billion, i.e. 5 per cent of
the Gross Domestic Production, which is a safe
percentage. This deficit will be covered through
the issuance of development bonds in the
domestic market amounting to RO 200 million.
It will also be covered from the real revenues of
oil prices because the current prices are higher
than those upon which basis the state revenues
are calculated. In case this is not realized, the
deficit shall be covered from the state general
reserve.

CONTACT INFORMATION

Contact Name Mr. Asal Farsi

E-mail asalfarsi@msm.gov.om Website www.msm.gov.om
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Konstantin Saroyan
Chief Executive Officer

The year of 2012 at NASDAQ OMX Armenia
was notable by expanding the range of
instruments, offered to the market. In
November, 2012 NASDAQ OMX Armenia
launched new credit contracts market, where
credit contracts with maturity of 7 days will

be traded. This is another step towards
expanding our offering to the market with the
aim to pioneer development of new financial
instruments. Now we support trading and
clearing in equities, corporate and government
bonds, foreign exchange, repo contracts,
overnight credit resources and credit contracts.

In 2012 NASDAQ OMX Armenia also introduced
opportunity for a new instrument, foreign
currency bonds (FX bonds) - corporate bonds,
issued by local companies, but nominated

and traded in foreign currency. Introduction of
new instrument aimed at increasing investment
and capital raising alternatives for public and
Armenian companies, respectively, as well as
to stimulate foreign investments to Armenian
securities market.

In 2012 stock market preserved positive
growth trend with value traded reaching up to
US$ 1.02 min, almost doubling the previous
year’s volumes. Market capitalization as of
year end reached US$ 132.1 min, slightly
decreasing over the same of 2011. Corporate
bonds market saw 41% reduction in volumes
with total value amounting to US$ 1.03 min.
REPO trading also saw 6.6 times reduction of
value traded to US$ 929 thsnd. Government

HISTORY AND DEVELOPMENT

NASDAQ OMX Armenia (formerly Armenian
Stock Exchange, Armex, renamed on 27
January 2009) is the only stock exchange
currently operating in Armenia. Armex was

the successor of the Association of Securities
Market Participants and was initially registered
on 13 February 2001, as a self-regulatory
organization. In November 2007, according to
the newly adopted “Law on Securities Market”,
Armex was reorganized into an open joint stock
company.

Until 1 January 2006, Securities Commission

of RA was the competent state authority to
regulate the activities of capital market including
the stock exchange in Armenia. However, with
the enactment of a new law introducing unified
regulatory authority for the financial market,

the regulatory and supervisory powers of the
Commission were transferred to the CBA.
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NASDAQ OMX ARMENIA

The year of 2012 at NASDAQ OMX Armenia
was notable by expanding the range of
instruments, offered to the market.

bonds market was rather active in 2012 with
value traded of US$ 10.4 min. Structure of
government bonds trading also changed this
year: 11% fell to the share of trading in short-
term government bonds, 24% - in long-term
government bonds and 64% - in mid-term
government bonds. Value traded in foreign
currency market was US$ 752min, exceeding
the previous year's volumes by 7%. Credit
resources market saw value traded of US$
15.1 min in 2012. This year average monthly
value traded amounted to US$ 1.3 min, 2.2
times exceeding the same of the previous year.
Weighted average rate of credit resources
varied within maximum of 11.3% and minimum
of 4%.

NASDAQ OMX Armenia was also active in
organizing various events, focusing on major
stakeholders - investment companies and
banks, listed companies, journalists - and
aimed at sharing international expertise and
implementing state-of-the-art standards of
respective activities in Armenia.

In October, 2012 NASDAQ OMX Armenia

and Central Depository of Armenia hosted an
important regional Forum - the 1st Armenian-
Georgian Financial Markets Forum, which
attracted 57 officials from over 30 companies,
operating in financial sectors of Armenia

and Georgia, including representatives

of international organizations. The Forum
covered recent developments in Armenian and
Georgian financial systems, features of each

Since 15 November 2005, foreign currency
trading was introduced on Armex, which proved
to be in demand: volumes of FX trading to date
greatly exceed those of other instruments. On
14 December 2005, the first publicly traded
corporate bonds were listed at Armex. In

early 2008 government bonds trading was
launched, as well as status of market-maker
for government bonds was introduced. By the
end of 2008, Armex introduced new market for
REPO (repurchase agreements), as well as a
mechanism for manual trades.

In 2011 NASDAQ OMX Armenia had the first
ever securities offering via the stock exchange
IPO system, which was an importaint step
towards servicing further IPOs at the Exchange.

In April, 2010 NASDAQ OMX introduced new
market for credit resources trading, providing
exchange platform for interbank credits, a large
segment of the Armenian financial market, later

market'’s infrastructure and regulatory issues,
Armenian pension reform and its expected
impact on capital markets. Forum participants
also discussed issues and ways of mutual
cooperation, noting that financial sectors of
both countries should be developed jointly,
based on new technological solutions.

Being the full owner of the Central Depository
of Armenia, NASDAQ OMX Armenia kept
concentrating on improving the depository

and clearing services - primarily through
preparing new model of depository services

to be launched in early 2013. The expected
launch of new second pillar pension system will
boost the activity in the capital market, so the
Depository worked closely with the Government
of Armenia and the Central Bank of Armenia to
create necessary preconditions for introducing
the reform and servicing pension accounts and
custodian information system.

NASDAQ OMX Armenia will continue to be
proactive in bringing innovative technological
solutions to the Exchange and the Depository
and enhancing its relations with the capital
market stakeholders, thus realizing its primary
objective - to maintain a fair and effective
marketplace where good companies can
raise capital and where investors can make
well-informed decisions while being properly
protected.

in 2012 NASDAQ OMX Armenia introduced
credit contracts market, which a unique setup
that combines anonymous automatch trading
and centralized collateral management. Along
with overnight credit resources, it provides
opportunities for more efficient and flexible
asset management, as well as contributes to fair
and transparent pricing of credit instruments in
the market.

NASDAQ OMX Armenia is currently part of

the NASDAQ OMX Group. In November 2007
members of CDA and Armex transferred their
shares to the CBA, and OMX Group acquired
100% thereof. After in late February 2008,
NASDAQ completed its combination with OMX,
NASDAQ OMX Armenia became an entity fully
owned by NASDAQ OMX. On 5 June 2009,
NASDAQ OMX Armenia became the owner of
the 100% of the shares of the Central Depository
of Armenia.
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NASDAQ OMX ARMENIA

FUTURE OUTLOOK

In 2013, NASDAQ OMX Armenia plans to:

* continue improving the technical
infrastructure of the stock exchange and the
central depository;

* continue expanding the range of services
provided to listed companies and trading
members;

* provide complex exchange services in
financial market;

* carry on with efforts to promote initial public
offerings of equities in the Armenian market;

» continue efforts towards increasing public
awareness of the Armenian securities market.

CAPITAL MARKET DEVELOPMENT
AND ECONOMIC OUTLOOK

After several years of double-digit economic
growth, Armenia faced a severe economic
recession with GDP declining more than 14%
in 2009, despite large loans from multilateral
institutions. Sharp declines in the construction
sector and workers’ remittances, particularly
from Russia, led the downturn. The economy
began to recover in 2010 with 2.1% growth,
and picked up to 4.6% growth in 2011, before
slowing to 3.8% in 2012.

In 2012 according Doing Business 2013’s recent
report Armenia advanced from 50th to 32nd
position among 185 countries. According to this
report, Armenia improved some of its indicators,
in particular, “provision of construction permits”

(46th), “electricity supply (101st)”, “protection of

Key Information Contacts
NASDAQ OMX www.nasdagomx.com
The Central Bank of Armenia www.cba.am

investors” (25th), and “taxation” (108th). Also,
regress with regard to the following indicators
was recorded: “registration of enterprises”,

“loans”, “international trade”.

Capital Market Developments

In 2012 stock market preserved positive growth
trend with value traded reaching up to US$
1.02 min, almost doubling the previous year’s
volumes. Market capitalization as of year end
reached US$ 132.1 min, slightly decreasing
over the same of 2011. Corporate bonds market
saw 41% reduction in volumes with total value
amounting to US$ 1.03 min. REPO trading

also saw 6.6 times reduction of value traded

to US$ 929 thsnd. Government bonds market
was rather active in 2012 with value traded of
US$ 10.4 min. Structure of government bonds
trading also changed this year: 11% fell to

the share of trading in short-term government
bonds, 24% - in long-term government bonds
and 64% - in mid-term government bonds.
Value traded in foreign currency market was
US$ 752min, exceeding the previous year’s
volumes by 7%. Credit resources market saw
value traded of US$ 15.1 min in 2012. This year
average monthly value traded amounted to US$
1.3 mIn, 2.2 times exceeding the same of the
previous year. Weighted average rate of credit
resources varied within maximum of 11.3% and
minimum of 4%.

In 2012 range of instruments, offered in
Armenian capital market was enhanced to
include credit contracts with maturity of 7
days, as well as foreign currency nominated
corporate bonds, issued by local companies,

The Central Depository of Armenia www.nasdagomx.am
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which is quite importaint development in terms
of fostering attraction of foreign investments to
Armenian capital market.

Regional cooperation was also kept in the
focus and in October, 2012 the 1st Armenian-
Georgian Financial Markets Forum was held

in Armenia, attracting 57 officials from over 30
companies, operating in financial sectors of
Armenia and Georgia, including representatives
of international organizations. The Forum
covered recent developments in Armenian and
Georgian financial systems, features of each
market's infrastructure and regulatory issues,
Armenian pension reform and its expected
impact on capital markets. Forum participants
also discussed issues and ways of mutual
cooperation, noting that financial sectors of both
countries should be developed jointly, based on
new technological solutions.

The expected launch of new second pillar
pension system in Armenia in 2014 will boost
the activity in the capital market, so the
Depository worked closely with the Government
of Armenia and the Central Bank of Armenia to
create necessary preconditions for introducing
the reform and servicing pension accounts and
custodian information system.

CONTACT INFORMATION

Contact Name Ms. Eugenia Evoyan

NASDAL OMX | ARMENIA

E-mail eugenia.evoyan@nasdagomx.am Website www.nasdagomx.am
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PALESTINE EXCHANGE

Ahmad Aweidah
CEO

Listing the Palestine Exchange in 2012 was

a landmark event. This listing enhances the
PEX governance and puts it ahead many peer
exchanges in good corporate governance
practices.

The political and economic turbulence

that Palestine witnessed in 2012 and its
psychological ramifications on investors have
negatively affected trading volume, which
dropped by 25 percent in 2012 compared to
2011. In 2012, the PEX traded about 150 million
shares valued at 274 million US Dollars. The Al-

HISTORY AND DEVELOPMENT

* 1995: Established as a private shareholding
company to promote investment in Palestine.

* 1997: First trading session (18 February).

* 2005: The Al-Quds Index had increased
by 306% compared to 2004, recording the
highest amongst the world Stock Exchanges.

e 2006: Launch of the Investor Education
Program.

e 2007: Launch of E-Trade Service.

* 2009: Ranked 33rd amongst International
Stock Exchanges and 2nd in the region in
terms of investor protection.

* 2010: Became a public shareholding
company.

e 2011: Listing a record seven new
companies.

e 2012: Listed company. (4 April)

FUTURE OUTLOOK

The PEX seeks to develop Palestine’s capital
market and to enhance its qualitative presence
amongst its regional and international peers. We
aim to:

» Strengthen market governance through
improving our legislation, regulation,
systems, operational procedures,
information security, and internal audit
mechanisms in keeping with best practice.

* Enhance our relationship with the PCMA,
member brokers, the listed companies and
other stakeholders to provide premium
timely responses to investor needs and
market evolution.

* Increase Market depth and expand our
investor base, through:

- Completing the listing of public shareholding
companies, and continuing our educational
outreach to qualified family-owned firms.

- Including the exchange in the MENA frontier
market indices such as those provided by
MSCI, S&P and FTSE).
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Listing the Palestine Securities Exchange
is a milestone. The PEX is the only Arab
exchange that is fully owned by the private
sector and the second Arab exchange to

be listed.

Quds index closed the year 2012 with a slight
increase of 0.14 percent compared to 2011,
and market Cap of listed companies increased
by 2.76 percent for the same year.

2012 saw generous dividend distribution for
the fiscal year 2011 underlining the outstanding
performance of many PEX listed companies;
70 percent of listed companies were profitable
in 2011, cash dividends amounted some 120
million US dollars, with an average return on
investment of 6.09 percent for the same year.

- Encouraging Diaspora Palestinians to invest
in Palestinian listed companies.

- Further enhance our continued outreach
campaigns and road shows towards
promoting PEX to institutional and retail
investors (local and regional).

* Diversify our sources of income through:

- Expansion of our central depository services.

- Developing better data dissemination
channels and building an online trading and
companies database.

» Strengthen our relationship with regional
and international markets, and to obtain
full membership of the World Federation of
Exchanges (WFE).

* Promote the development of effective, best
practices for corporate governance and
investor relations in Palestinian companies.

Accomplishments 2012

Two New Listings during:

Company Trading | Listing Sector

name Symbol | Date

Palestine PEX 04/04/2012 | Banking

Securities and

Exchange Financial
Services
Sector

PALAQAR for | PALAQAR | 03/07/2012 | Services

Real Estate Sector

Development

and

Management

Events

* Convened the Sixth Annual Palestinian
Capital Market Forum entitled: “Brokerage
Industry, Current Challenges & Future
Prospects”, November 2012. (For more
information, please visit www.facebook.com/
FEXForum6).

Publications
* Listed Companies Guide.
* “Roadto IPO” (CD) Guide.

The PEX continued investing in its technological
systems and infrastructure. In 2012 we
developed and launched a comprehensive
financial and managerial system (ERP).
Projects in the pipeline also include “IFSAH"
disclosure system and a new Business Process
Management system (BPM) which should be
completed in 2013.

| wish success to all exchanges and | hope we
will all see growth in 2013.

* The Quarterly Souq EI-Mal Magazine (a
specialized magazine in capital markets).

* Monthly Investor Newsletter.

* The PEX Annual Report.

* Daily, weekly and monthly statistical report.

Investor Education

* Continued the Stock Simulation competition
in nine national universities.

» Educational session to schools and
universities students at the PEX premises.

Training Courses

* The following training courses were
convened with the participation of
employees from the capital market sector:

» Strategy and Portfolio Management, July
2012.

» Financial Broker course, September 2012.

* Investor Relations and Corporate
Communication Best Practices course,
November 2012.

Investor Relation

* Launched the Palestine Chapter of the
Middle East IR Society (MEIRS), February
2012.

» Established the PEX Investor Relations
Section.

* Chairwoman of the Palestine Chapter of
MEIRS Ms. Fida Musleh/Azar, also Manager
of Public Relations and Investor Education
Department at the PEX, received the
“Outstanding Individual Contribution to IR”
award, which was presented during the
Annual Conference of Middle East Investor
Relations Society in Abu Dhabi, November
2012.

CDS Development

* Obtain a full member at the Association of
National Numbering Agencies (ANNA).

* Obtain the privilege from the Association of
National Numbering Agencies (ANNA) to be
a PRE-LOU (Local Operating Unit).
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Technological Developments

* Developed and launched a comprehensive
financial and administration system (ERP)

* Projects in the pipe line: the PEX trading
system, “IFSAH” disclosure system,
Business Process Management system
(BPM).

Data Dissemination

* Signed many data dissemination
agreements with local, regional and
international bodies. Disseminated

THE PALESTINIAN POLITICAL AND
ECONOMICAL SITUATION IN 2012

A major achievement on the political scene

in 2012 was the promotion of Palestine to
nonmember Observer State during the UN
General Assembly in November. However
the Israeli occupation and its restrictions on
people, trade and resources, in addition to
the expansion of settlement activities remain
the main obstacle that hinders the Palestinian
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The Palestinian economy is lead by the private
sector. The private sector has proven to be
resilient over the years and has been able to
overcome various challenges and obstacles
imposed by the Israeli occupation mainly on
trade and freedom of movement. The GDP
has risen 50 percent since the beginning of
2007. GDP in the first three quarters of 2011
grew by 6.1 percent, and the Palestinian
economy continues to demonstrate exceptional
endurance and adaptation capabilities.

information includes trading information, economy.
statistical reports, listed companies’ o Description Q3/2012
disclosures and corporate actions, as well Neverthelegs, Palestine S economy, stock
as the PEX news and press releases. all exchgnge, listed companies, mfrastructlure, and GDP Growih 61%
mentioned information is also published pankmg system are ahead'many of their peers GDP per capita 2.9%
on the PEX website (www.pex.ps), in the MENA region. Palestine staﬁs from a low Unemployment percentage 3%
face book page (www.facebook.com/ _bz;sg but, by consensus of all maJ’or fqrecasters,
PalestineExchange) and the market watch. it is likely to have one of the world’s highest
growth rates.
QUARTERLY GDP IN THE WEST BANK AND GAZA STRIP 2007-2012 IN MILLIONS
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Key Information Contacts
Palestine Capital Market Authority www.cma.gov.ps
Ministry of Finance www.mof.gov.ps
Ministry of National Economy www.met.gov.ps
Palestinian Investment Promotion Agency www.pipa.gov.ps
Palestine Monetary Authority www.pma-palestine.org
Palestinian Central Bureau of Statistics www.pcbs.org.ps
Palestinian Economic Council for Development and Reconstruction www.pecdar.org
Palestine Institute for Financial & Banking Studies www.pifbs.com
Palestine Media Center www.palestine-pmc.com
Custodian Bank - HSBC Bank Middle East www.middleeast.hsbc.com
CONTACT INFORMATION
PALESTINE EXCHANGE
crdauld d__yg

Contact Name Mr. Ahmad Aweidah  E-mail Ahmad.aweidah@pex.ps Website www.pex.ps

2 of Opportunities

Palests
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Tarik Kurbegovic
CEO

Familiar problems continued to plague the
capital market in Federation of Bosnia and
Herzegovina throughout 2012. Occasional
political instability, weak attempts by the

state to attract foreign investments and a
sluggish approach to implementing much
needed reforms are common obstacles in our
continued search for a stable capital market.
Nevertheless, the turnover continued the rising
trend from 2011, and improved cooperation
with Government resulted in several treasury
bills and bonds auctions which significantly
boosted the yearly turnover. Also, Government

HISTORY AND DEVELOPMENT

The Sarajevo Stock Exchange (SASE) was
founded in September of 2001 by eight
brokerage houses and commenced trading
on April 12 of 2002. The SASE is a joint-

stock company and a central marketplace

for securities trading in the Federation of
Bosnia and Herzegovina. The SASE currently
has 12 members, whose headquarters are
spread around the Federation of Bosnia and
Herzegovina, the majority being in the capital,
Sarajevo. Trading on SASE is performed
electronically through an order driven electronic
trading system BTS (Stock Exchange System).

SASX-10 is the main index on the Sarajevo
Stock Exchange. It reflects the price movement
of the top 10 issuers on the Sarajevo Stock
Exchange (excluding investment funds) ranked
by market capitalization and frequency of
trading. In 2009 a segmentation of Free market
was performed, creating four new subsegments
which proved to be helpful for investors’
understanding of the market.

Turnover on SASE has risen substantially, which
can be illustrated by the fact that in 2007 it
rose up to US$ 961.5 million - more than in
2005 and 2006 combined. There were 4 mutual
funds founded in 2007, and more are currently
in preparation. In 2009 as a result of global
financial crisis sharp decrease in turnover
affected SASE where we finished the year with
US$ 1583,7 million. The effects of financial crisis
were even more strongly reflected in 2010, so
that annual total turnover on SASE was US$
74,9 million.
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An increase in turnover for the second year
running as the mutual trading platform

looms on the horizon.

initiative led to the creation of five-year Strategy
for developing the capital markets, in which all
capital market stakeholders had participated.

A long standing idea came into fruitition in
October 2012; an agreement on mutual trading
platform of Sarajevo, Banja Luka and Podgorica
stock exchanges has been signed in Sarajevo,
during 7th International SASE Conference. A
further efforts by the staff of all three exchanges
should result in the implementation of the
Platform in 2013.

In 2011, the amount of the total turnover was
US$ 165 million, and regarding to 2010, it was
an increase by 125% In 2012, the turnover was
increased by 49% to 247 million (up to 14th
December), largely thanks to treasury bills and
bonds auctions by the Federation government.
BIFX, the index that follows the prices of
investment funds, was the only one that finished
the year in the positive zone.

FUTURE OUTLOOK

2011 and 2012 represented slow steps on

a road to recovery from 2008-10 crisis, and

we hope 2013 will continue on the same

path. A new arrangement with IMF means

that government debt securities auctions will
probably constitute smaller part of overall
turnover, but we expect that government

will help the capital market in other ways:
especially defrozing the privatization process of
companies in which state has a minority stake.

SASE will keep up the effort to educate the
domestic investors, which still do not participate
enough in trading. Special emphasis will be on
government bonds, whose turnover still does
not match the high yields those bonds are
giving.

As for the foreign investors, we expect to see
positive impact from the common trading
platform with Banja Luka and Montenegro
exchanges, as well as from Istanbul Stock
Exchange’s ownership in SASE.

Together with implementing and improving the
new trading and surveillance measures that
were passed in 2011, SASE also prepared for
the changes in Securities Law, which resulted in
new set of changes to the SASE Rules.

We look to 2013 with optimism and eagerness
to step up to the challenge of making a huge
step towards more advanced and stable
capital market in Federation of Bosnia and
Herzegovina.

BOSNIA AND HERZEGOVINA
ECONOMY

1. Bosnia and Herzegovina’s (BiH) past
economic growth relied increasingly on
domestic demand as the key driver.

Private sector demand expansion was fuelled
by a credit boom financed from abroad. This
produced strong output growth amid a benign
external environment and ample bank financing.
However, the associated vulnerabilities became
clear in the 2009 crisis when capital inflows
came to a stop. Against this backdrop, the
currency board arrangement, fiscal tightening,
and financial support under the 2009 SBA
helped safeguard macroeconomic stability (Box
1). But this has not been enough to propel the
economy forward—staff projects that real GDP
will not regain its 2008 level until 2013. Structural
impediments continue to hamper economic
performance—the large government crowds out
the private sector and the business environment
discourages investment and business
expansion, leading to high unemployment and
low labor force participation.

2. The protracted political crisis slowed
reforms and progress toward EU
accession.

The long delay in the formation of a new
State-level government and the breakdown

in national policy coordination following the
October 2010 elections—evidenced by the
difficulty in reaching an agreement on the
budget for the Institutions of BiH and the
temporary interruption in the servicing of BiH's
public debt to some IFls in early-2012— stalled
economic reforms and progress toward EU
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accession. It also prevented completion of SBA
reviews since October 2010; the SBA expired in
July 2012, with only  of the approved amount
disbursed. The new Council of Ministers that
was confirmed in February 2012 has vowed to
move expeditiously on EU issues. Cognizant of
the risks emanating from the present uncertain
global and regional economic environment, the
authorities have put together a comprehensive
program for which they are requesting Fund
support.

3. The slow post-2009 economic recovery is
losing momentum.

Following the 2009 recession, BiH’'s economy

grew at a moderate pace in 2010-11. However,
the pickup in economic activity did not spread
from export-oriented industries to the wider

economy. Domestic demand has been held
back by stagnant wages and employment, and
slow credit growth. Following steep declines in
2009-10, domestic investment has recovered
some ground. Latest high frequency indicators
point to a marked slowdown of economic
activity amid falling external demand. Headline
inflation has declined despite high world oil and
food prices, and increases in utility prices and
tobacco excises. Core inflation has remained
below 1 percent, reflecting the softness of
domestic demand.

4. The current account deficit has started to
narrow and official foreign exchange

reserves have been volatile in recent months.

The surge in imports during 2010-11 outpaced
the recovery in exports, thus leading to a
widening in the current account deficit to

8 percent of GDP in 2011. However, weak
domestic demand this year led to a narrowing
in the current account deficit in the first quarter
of 2012 to 8 percent of GDP on an annualized
basis. Official foreign exchange reserves
remained broadly stable during 2011 despite
some repatriation of funds by foreign parent

banks. By March 2012, foreign parent banks
had reduced their overall exposure to BiH by
around 13 percent relative to the end-2008
benchmark (while the decline in exposure to
banks was somewhat more pronounced), with
most of the decline (10 percentage points)
experienced by end-2010. Reserves came
under renewed pressure earlier this year, mainly
due to some banks’ and corporates’ repatriation
of profits, and banks’ reduced demand for
foreign funding. Positive momentum since

the re-engagement with the Fund in program
discussions contributed to a pickup in reserves
in recent weeks.

5. The banking system has remained
relatively stable.

The sector as a whole returned to profitability
and maintained its capital adequacy through
capital injections and profit retention (Table

11). Aggregate capital adequacy has remained
above the minimum requirement, and top-down
stress tests conducted by the authorities using
end- March 2012 bank-by-bank regulatory data
did not reveal significant weaknesses. However,
nonperforming loans (NPLs) have remained at
low double digits—12.6 percent for the banking
sector as a whole as of June 2012. Finally,
provisioning at 67 percent of nonperforming
assets at end-June 2012 is in line with the
regional average.

6. Fiscal consolidation has continued but the
composition of expenditure has not
improved.

The overall fiscal deficit in 2010-11 stayed
within the targets of the 2009 SBA. In 2011,
consolidation was dictated by the lack of
foreign financing for the Entities and by the
temporary financing rules—that limit spending
in the absence of an adopted budget—for the
Institutions of BiH.2 Entities increasingly relied
on domestic financing to meet their funding
needs. However, the reduction in spending on
public wages and war-related benefits as a
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share of GDP was slower than programmed.34
Nevertheless, war-related benefits and the
average public wage grew slower than inflation
in 2008-11, which is a significant departure from
past trends. Overruns on wages and war-related
benefits were partially offset by cuts in other
current spending and under execution of the
capital budget.

7. Structural reforms have stalled since the
run-up to the October 2010 elections.

The reform of war-related benefits is well behind
the schedule envisioned under the World
Bank’s Development Policy Loan (DPL) in

both Entities. The finances of the Entity Health
Funds continue to be under pressure due to
the high cost of health care for the growing
number of unemployed and pensioners. Delays
in pension reform in the Federation, coupled
with the growing number of veterans qualifying
for pensions under special conditions, have
increased the cost of subsidies for veteran
pensions. Finally, little progress has been made
on improving the business environment and
BiH continues to rank low among its regional
peers in both the World Bank’s Ease of Doing
Business and the World Economic Forum’s
Global Competitiveness rankings.

Source IMF

CONTACT INFORMATION

Contact Name Mr. Dino Bojic  E-mail dino.bojic@sase.ba Website www.sase.ba
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A special word of appreciation

In my capacity as Chairman of the Swiss
Futures and Options Association, | would like
to express my gratitude and pleasure to be
associated with the Federation of Euro-Asian
Stock Exchanges. | hope that this will help

us in our mutual effort to further contribute to
strengthen the ties between FEAS and SFOA.
| believe that this is a further step to harmonize
market practices and behavior globally.

Swiss Futures and Options Association
(SFOA)

The Swiss Futures and Options Association
(SFOA) - previously Swiss Commodities,
Futures and Options Association - was founded
in 1979 as a non-profit professional association.

A global mission

Its mission is to support the growth and
development of the global derivatives industry
and the strengthening of market integrity
through its annual international gathering and
conference and regulatory summit, as well

as its initiatives in the area of education and
editing of industry focused publications.

The goals of the association

* To serve the industry, the participants in the
industry and their products - in the widest
sense - and to help set the standards of
quality and service for its members.

* To set a basis for self-regulation for all those
who are involved or interested in becoming
involved in the futures and options industry.

SWISS FUTURES OPTIONS ASSOCIATIONS (SFOA)

ANNUAL REPORT JUNE 2013

SFOA’s mission is to support the growth
and development of the global derivatives
industry and the strengthening of market

integrity.

To inform all our members and friends about
news relating to the industry, opportunities
offered for personal development by means
of attending seminars, road shows and
presentations.

To present new products and the
opportunities offered by their use, in a
realistic and concise manner.

To organize presentations, seminars and
workshops, which promote specific markets
or market segments and to educate
practitioners and those who would like to
become industry participants.

To actively participate and co-operate with
those public and/or government entities in
charge of drafting new legislation and/or of
reviewing and adapting existing ones.

To maintain and develop existing and
establish new links with International
Organizations (i.e. UNCTAD), Associations
and Federations (i.e. FEAS, FIA, FOA, ICMA,
FECIF, CIFA, SBA etc.) for the benefit of their
and our members.

To organize an International Forum providing
top ranking industry professionals with

the opportunity to meet, and to offer the
possibility to publicly debate topics crucial
to the industry.

To organize the International « Burgenstock
» Regulator’'s Meeting, unique in its
attendance and purpose.

» To provide the emerging markets with a
platform of discussion and exchange of
ideas with well-established markets and
market participants in close cooperation
with AFM - the Association of Futures
Markets.

* To assist individuals and institutions to
locate the best source of information and
service to suit their specific needs and, if
needed, to assist them in their research
for facts and figures about the industry, its
participants and products.

Next international industry meeting

34th Intl. SFOA “Blrgenstock” Symposium,
Geneva/ Switzerland, to take place from 25th to
27th September 2013. Program and information
will soon be available on www.burgenstock.org

Swiss Derivatives Review

The Swiss Derivatives Review (SDR) is the
official publication of the Swiss Futures and
Options Association featuring articles about
regulation, education, products, events etc.
being in relation with the associations goals.
SDR is published 3 times yearly and close to
10’000 copies are printed, sent to subscribers
and distributed at international industry events,
at no charge to the reader. An electronic version
of the past editions is downloadable from our
website:

http://sfoa.org/index.php?nav=_Swiss-
derivatives-review&snav=Magazine
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SWISS FUTURES OPTIONS ASSOCIATIONS (SFOA)

Board of Directors
Chairman
Otto E. Naegeli, OEN Consulting, Torricella

Vice Chairmen
Patrick J. Catania, Asia West Group, Chicago

Michael Hofmann, ABN AMRO Clearing Bank
N.V., Frankfurt a/Main

President and CEO
Paul-André Jacot, Derivacom, Geneva

Members

Francois Bouclier, Newedge Group, Geneva
Daniel Grossrieder, UBS AG, Zurich

Andrew Lowenthal, CBOE Futures Exchange,
Chicago

Michael Peters, EUREX, Frankfurt a/ Main
Markus Pfister, Bank Vontobel AG, Zurich

Francesco Ranza, Banque Privée Ed. de
Rothschild SA, Genev