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for International Investment

Bank B.S.C. (c)

Saeed Abdul Jalil Al Fahim

Dear Shareholders

It is with pleasure that I present to you International Investment
Bank'’s (IIB) financial results for the first half of 2006, marking yet
another period of strong performance and progress across the Bank.

For the six-month period ended 30 June 2006, IIB'’s net profit was
US$5.5 million, an increase of 160% over the priot-year period.
Similarly, total income almost doubled, reaching US$8.48 million
for the first half of the year, compared with US$4.31 million in the
first half of 2005.

Whilst total expenses increased from US$1.3 million to US$2.7
million, reflecting the Bank’s rapid growth, they remained under
careful control, with the cost / income ratio improving further from

37% to 33%.

IIB recorded a considerable gain in its annualised return on capital,
which rose to 25.7% p.a., compared with 9.9% p.a. for the same
period last year. Similarly, the Bank saw its annualised return on
shareholders’ equity increase significantly, more than doubling to
20.6% p.a. for the first half of 2006, from 8.4% p.a. for the same
period in 2005.

These results underscore the strength of IIB’s strategy and business
model. We are particularly pleased with the Bank's performance

and our ability to deliver exceptional results in spite of challenging
market conditions and recent sharp corrections across regional stock
markets.

Since inception, the Bank has focused on implementing a multi-
faceted investment strategy based on the development of a well-
diversified product offering and a business model that emphasizes
the generation of fee income from the arrangement, structuring and
placement of investments, as opposed to more speculative trading
income and asset revaluations. We believe that this strategy provides
the foundations for stable and sustainable earnings growth, and it is
now proving its worth.

During the first six months of 2006, IIB announced a number of
compelling investments, which were swiftly oversubscribed. These
included two real estate investments in Dubai’s emerging Business
Bay district, as well as the launch of Ewaan, a new US$100 million
real estate development company that aims to invest some US$533
million in the highly promising Saudi Arabian real estate market



over the next three years. These come in addition to other recent
investments by the Bank in Europe, Asia and the Middle East in
sectors such as financial services, power generation, real estate and
manufacturing,

It is the quality of these investments that continues to drive the
Bank’s success and enables us to effectively grow the business in
profitable new directions. In addition to delivering enhanced financial
performance for the year, IIB also made positive strides across a
number of other important areas. This included the expansion of

the Bank’s team of highly experienced and motivated professionals,
further growth of its GCC-wide investor base, and the establishment
of new partnerships with top tier financial institutions and technical
partners for the sourcing and placement of high-quality deals.

Against the backdrop of these positive gains, IIB also announced its
intention during the period to increase the Bank’s current paid-up

capital of US$43 million by the end of 2006.

We believe there is no greater endorsement of our performance

or future prospects than the strong demand that we have received
from both current shareholders as well as other strategic investors
to enhance or take an equity stake in the Bank. We will be targeting
those investors who can add value to our business and work with us
in partnership to further build IIB and our portfolio of investments.

We look toward the remainder of the year with great confidence.

We have a solid foundation on which to build, and a healthy pipeline
of new business that we believe will create additional value for the
Bank and our investors and shareholders alike.

In conclusion, we would like to express our appreciation to all of our
employees, shareholders and partners for their continued support,
and we look forward to reporting to you on our further progress in
the months ahead.

Saeed Abdul Jalil Al Fahim

Chairman

for International Investment

Bank B.S.C. (¢)









to the Directors of International

Investment Bank B.S.C. (c)

We have reviewed the accompanying balance sheet of
International Investment Bank B.S.C.(c) (‘the Bank’) as of 30
June 2006, and the related statements of income, cash flows and
changes in shareholders’ equity for the six month period then
ended. These interim condensed financial statements and the
Bank’s undertaking to operate in accordance with Islamic Sharia
rules and principles are the responsibility of the Bank’s Board of
Directors. Our responsibility is to issue a report on these interim
condensed financial statements based on our review.

We conducted our review in accordance with the International
Standard on Review Engagements 2400. This Standard requires
that we plan and perform the review to obtain moderate assurance
as to whether the interim condensed financial statements are free
of material misstatement. A review is limited primarily to inquiries
of bank personnel and analytical procedures applied to financial
data, and thus provides less assurance than an audit. We have not
performed an audit and, accordingly, we do not express an audit
opinion.

Based on our review, nothing has come to our attention that causes
us to believe that the accompanying interim condensed financial
statements are not presented fairly, in all material respects, in
accordance with note 2.

Samit ¥

24 July 2006

Manama, Kingdom of Bahrain






Statement of Income
For the six month period ended 30 June 2006 (Unaudited)

Six months ended

30 June 30 June
2006 2005
............................................................................................................................................................. us$:000  USS$'000
OO e+ et e
Investment banking f88s e+ 6,857 3,888
B ORI OO e 942
Income on due from financial institutions L ) 988 .48
Income / (loss) on items fair valued through statement of income 65 ! (16)
Dividend income 30 =
TOTAL INCOME 8,482 4,305
Undervvmmgfee e (477)
e R, @3) o239
Deal expenses (218) (202)
8,231 3,387

Expenses

Depreciation . 121 28

TOTAL EXPENSES 2,715 1,267

NET INCOME FOR THE PERIOD 5,516 2,120




Balance Sheet
30 June 2006 (Unaudited)

(Audited)

30 June 31 December

2006 2005

............................................................................................................................................................. Us$ ‘000 US$'000
A TS e
Cash and balances with banks 2513 . 1,060
Due from financial INSUUioNS e+ e 51,218 ...28.176
INVESIMENES | oottt oo 13,697 18,699
OUIBTBSSEIS | oo« s .
Equipment 724 442
TOTAL ASSETS 76,176 63,368

TOTAL EQUITY 53,622 50,792

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 76,176 63,368

The interim condensed financial statements were authorised for issue by the Board of Directors on 24 July 2006
and signed on their behalf by:

Saeed Abdul Jalil Al Fahim Aabed Al Zeera
Chairman Chief Executive Officer
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