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How do you
prefer to trade?

Whether you prefer to trade UK equity derivatives
on-exchange or OTC, choose Euronext.liffe

Maybe you like to tread the more traditional path; trading FTSE 100 Index futures through the exchangess
established order book. Or perhaps you prefer running your business differently; trading Vodafone options OTC.
Either way, Euronext.liffe has the solution.

The LIFFE CONNECTplatform delivers high performance and efficiency to the order book, whilst Bclear
brings more security to trading OTC. So you can have a foot in each camp with equal confidence.

Find out more at ~ -
http://choice.euronext.com euronext liffe

or call 020 7379 2200

Euronext.liffe refers to the combined derivatives operations of Euronext and LIFFE, comprising the Euronext derivativesmaanistésdam, Brussels, Lisbon, Paris and the LIFFE market in London.This notice is for informational purposes
only and does not constitute an offer, solicitation or recommendation to acquire or dispose of any investment or to engagetheatransaction. Those wishing either to trade in any products available on Euronext.liffess markets or to
offer and sell any such products to others should consider both their legal and regulatory position in the relevant jurisdidttbe risks associated with such products before doing so. Information published by Euronext.liffe (including
information published on Euronext.liffess web sites or in any other form) is only directed at persons entitled to receiugf@ushtion. Persons who are not entitled to receive such information should ignore it. Bclear is operated as a
clearing service by LIFFE Administration and Management, which is regulated by the Financial Services Authority as a IReesgnésecExchange. Those wishing to use the new wholesale services should consider their regulatory
position in the relevant jurisdiction before doing so.*FTSEZ and <FootsieZ are trademarks of the London Stock ExchangéelEimmacTal Times Limited and are used by FTSE International Limited under licence. The FTSE 100 Index
is the proprietary interest of FTSE International Limited and has been licensed for use by LIFFE. FTSE Internationaldsmiteela@pt any liability in connection with the trading of any contract on the index. All copyrights in the index
values and constituent lists vest in FTSE International Limited. 4749
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Always... making fresh iTraxx

Eurex expands its product line, offering you greater opportunities in credit
derivatives. We have introduced Europess first exchange traded products in
this fast growing asset class.

Futures contracts will be available on:

~a iTraxx® Europe 5-year Index Series,

~a TraxX® Europe HiVol 5-year Index Series and
~a {TraxxX® Europe Crossover 5-year Index Series.

You can now benefit from standardized, transparent instruments to
implement investment strategies, hedging and trading opportunities.

Gear up and profit from credit futures with Eurex.

For more information visit our website at

www.eurexchange.com>Trading > Products > Credit Derivatives

N/

X-pand into the Future [ eurex
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The information published in this publication is for general information purposes only. It is not intended to constitute invasient advice nor is it intended for solicitation
purposes. Eurex is not responsible for any errors or omissions contained in this publication. Before trading, persons shoutdider the risks involved and the legal
requirements of the relevant jurisdiction. The product mentioned in this publication is currently not available for offer or ato, or trading by, United States persons.

iTraxx is a trade mark of International Index Company Limited (IIC) and has been licensed for the use by Eurex. IIC does nqgtrape, endorse or recommend Eurex or
iTrax® Europe 5-year Index Futures, Europe iTra HiVol 5-year Index Futures and Europe iTraf® Crossover 5-year Index Futures.



Dear Members and Friends of SFOA

With huge steps we are quickly approaching our next BYrgenstock conven-
tion which will be held in exile. A beautiful exile, however, as those that do
not know Montreux yet will find out. It will take place September 5 to 8 in
the lovely Palace Hotel right on the shores of Lake Geneva, with B so the
weather gods will B a fantastic view of the mountains.

This will no doubt be a very special setting for a unique evening of our guest
country, which this year is Dubai. The exciting and fast growing financial
centre will undoubtedly spoil us not only with insights into their markets but
promise great entertainment. | am really looking forward to some special
times.

In this issue of the SDR you will find the pre-program of the conference. You
will notice that the program has been shortened somewhat. We will start on
Wednesday with some special programs during the day up to the official
opening later in the afternoon. The special guest night will be on Thursday
and the Gala on Friday night. This will leave Saturday as Oreturn home dayO
or give you a chance to take a more private look at that beautiful spot in
Switzerland. Make sure to sign up early!

Dubai is, of course, a special focus in this issue of the Swiss Derivatives
Review. You will find many very interesting articles and | hope you enjoy the
reading.

| wish you a very pleasant summer and am looking forward to meeting many

of you in Montreux!

Sincerely,

Paul Meier
Chairman SFOA
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Dubal Financial Markets:
A BirdOs Eye View

Arshad Khan from Financial Technologies Middle East presents an overview of Dubai and its various business

sectors and financial markets from the humble beginnings to todayOs state-of-the-art business architectures

and financial organisations.

Humble beginnings

Book of Geography (1095 CE) written

by the Spanish-Arab geographer Abu
Abdullah al-Bakri is the earliest docu-
ment that mentions Dubai by name.
Nearly five centuries later, in 1587, the
well-known Venetian merchant Gaspero

The boom liquidity is being channelled
into developing the free zones, airports
and ports, tourism, retail and real estate
sectors. The entrepreneur Ruler is mak-
ing Dubai attractive for investments
from around the world. With the iconic

architecture of Burj Dubai, Palm

Balbi writes about ODibei® having a good Jumeirah and Dubai World, the OCEO

number of Venetians diving for pearls.

Documented records about the town
of Dubai are plenty since 1799. In the
fabled East B West trade route, Dubai
always enjoyed pride of place as the
trade hub falling between Europe, Asia
and Africa en route to India. Logically,
Dubai must have had a
strong services sector right
from those times to cater to <
the merchant and trading
population in transit. That
was, then, the humble pre-
lude to an era of incredible
economic activity, placing
the city at the centre of glob-
al trade.

The discovery of oil in
1966 and the demographic changes that
followed are part of history now. The
formation of United Arab Emirates in
1971, consisting of seven emirates, inau-
gurated a period of unprecedented eco-
nomic growth, marked by political sta-
bility, amicable neighbourly and global
alliances and a matured foreign policy.
Although the beginning was in oil, the
sagacious leadership continued to diver-
sify the economy, reinforcing its pride of
place in the aforementioned trade route
with a modern gusto.

The RulerOs vision

The epic economic boom (in 2005) in
this Oland of free enterpriseO resulted in
record levels of liquidity in the market.
What looked impossible became possible
under the visionary leadership of His
Highness Sheikh Mohammed bin Rashid
al Maktoum, Vice President and Prime
Minister of UAE and Ruler of Dubai.

and Ruler of DubaiO is building up
ODubai BrandO.

Unlike a decade back, eminently com-
petent, sophisticated professionals from
all possible fields of human business and
activity and spanning all nationalities are
flocking to Dubai to take advantage of

OPetroleum and natural gas
revenues account for less
than 3% of DubaiOs GDP.O

the immense job opportunities created.
The long and short of the story is that
now you have a thriving economy, the
prosperity of which will last a long time
to come.

Dubai®s economy
US$46 billion (2006) with petroleum

taking Dubai economy to unprecedented
heights. The boom liquidity is now being
channelled to developing further indus-
try-specific free zones, airports and
ports, and the tourism, retail and real
estate sectors B in short all the necessary
infrastructure needed to attract invest-
ments from around the world.

Dubai Internet City and Dubai Media
City, falling under Dubai TECOM
(Technology, E-Commerce and Media)
include IT firms such as EMC Cor-
poration, Oracle Corporation, Micro-
soft, and IBM as well as media organisa-
tions such as MBC, CNN, Reuters and
AP. The objective behind set-
ting up the Dubai Knowledge
Village is to provide facilities
to train knowledge workers
who can be employed at the
Dubai Internet and Media
Cities. Outsourcing has been
a major revenue-earner in
most developing nations
which boast of a young,
robust and educated work-
force. Companies doing outsourcing
business can set up office in the Dubai
Outsourcing Zone and avail government
concessions.

With the high liquidity and govern-

is pegged atmental support to business development,

the emirateOs capital markets started

and natural gas revenues accounting for showing marked growth. The govern-
less than 3% of the GDP. Sheikh ment on its part began taking necessary
Mohammed®s aim is to raise the GDP of steps to facilitate its function as well as

Dubai to $108 billion by 2015. As the
GDP per capita is rising, the percentage
of people demanding financial services is
also surging like never before.

Free zones B Cities within the City

The Jebel Ali Free Zone, established in
1985 around the Jebel Ali port, is today
a commercial and industrial hub housing
5,500 companies from over 120 coun-
tries. The government of Dubai seeks
to replicate the Jafza (Jebel Ali Free
Zone Authority) model with a view to

SWISS DERIVATIVES REVIEW 34 b SUMMER 2007

to ensure that proper regulatory mecha-
nisms were in place.

The Dubai International Financial
Centre, Dubai Multi Commodities
Centre, Dubai Gold & Commodities
Exchange are bodies that fall under
DubaiOs free zone authority.

DubaiOs capital market B

IPOs are in fancy

The Dubai Financial Market, established
as a secondary market for trading both
local and foreign securities and bonds,



began its functions on 26" March 2000.
It was established as a public institution
having its own independent corporate
body. At DFM, securities issued by pub-
lic joint-stock companies, bonds issued
by the federal government, local govern-
ments and public institutions, units of
investment funds and any other financial
instruments, local or foreign, which
are accepted by the market, are traded.
As of Q4 2006, its trading volume
stood at about 400 billion shares worth
US$95 billion. The DFM had a market
capitalization of about US$87 billion.

last year. So far this year, eight IPOs have
been offered, seven of which were in

Saudi Arabia B the same number as last
year. The IPO scene for the first quarter

indicates a healthy demand for new

shares in the Guilf.

Banking and Finance b

Refuelling the economic growth

Banking and finance sector has witnessed
tremendous growth in Dubai and the
wider region in the last decade. Almost
all the important international banks are
operating in the region. In addition to

The stocks scene also reflects signs ofthese, more than 25 local and regional

maturing and expansion. IPOs in the
region have all done exceedingly well,
invariably resulting in oversubscription
and overwhelming investor enthusiasm.
Markets saw extraordinary bull-run in
the year 2005 which was followed by a
bearish trend last year. To the respite of
everyone the markets are at much con-
solidated levels in this year and the
growth thatOs returning to the markets
has more fundamental strength attached
to it. Investors are utilising the markets
to satiate there trading strategies from
a long-term point of view. Markets are
seeing greater participation from institu-
tional investors both home grown and
from abroad.

IPOs in the GCC region raised
US$7.5 billion in 2006 with an average
size of US$326.6 million, an increase of
35% by value and 24% by average size.
Although oversubscription rates dropped
and the number of IPOs increased only
marginally to 23 in 2006 from 21 in
2005, primary markets were impressive
in light of the down trend in the second-
ary markets.

About 40 IPOs could hit the GCC
markets in 2007, though their total value
would be less than that of last year. The
total value of funds raised through IPOs
in the Gulf at the end of the first quarter
of 2007 was US$875 million, compared
to US$2,980 million in the same period

banks are also doing brisk business. Top
professionals from the banking sector
agree that the regulatory authorities are
making consistent efforts to encourage
banking growth throughout the region.

Inter-regional and intra-regional trade

and the thriving real estate sector are
also playing a vital role in the creation of
a dynamic banking and finance culture
across the region.

Apart from conventional banking and
finance practices, one phenomenon that
merits special attention is the growth of
Islamic Finance. Though Islamic Finance
came about as a humble faith product,
today the global Islamic Finance industry
is valued at US$800 billion, growing by
an estimated 15D20% per annum. lIts
growth outlook has also inspired inter-
national banks to start their Islamic
banking operations. Islamic Finance is
growing at double the rates of conven-
tional banking; a fact that testifies to the
growing popularity of the sector.

DGCX b Supplementing

financial marketsO depth

The Dubai Gold and Commodities
Exchange (DGCX) came into being to fill
a long-felt gap in the thriving economy
of Dubai and the wider region. A vibrant
trade hub like Dubai could not have left
the function of price discovery to distant
players.
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It is in this context that DGCX
emerged as a technology driven, demutu-
alised organisation committed to provide
a world-class trading platform for a wide
array of commodities and currencies
from metals to soft com-
modities to energy products
and currency pairs like Euro,

wake of the successful setting up of OFinancial Technologies Centre for

DGCX, in which the Group had substan-  Straight Through Processing Services®

tive stakes. FTME operates as a free zone (FT-CSS). FT-CSS is a high-end techno-

company in Dubai with a full fledged logy platform for brokers of stocks and

marketing, sales and support centre for commodities exchanges to outsource
their complete trading and
back-office transaction pro-
cessing activities.

GBP and Yen. ~ H H The Centre brings unpar-

DGCX is a joint ven- OAS the GDP per Caplta IS alleled advantages to partici-
ture between the Dubai ,.;~; pants in the transactional
Multi Commodities Centre rlSIng: the percentage Of financial services industry in

(DMCC) B Government of

the Middle East. Brokers

Debai, Fmancial Teene. PEOPIE demanding financial i, o for o comniets

logies (India) Limited and

end-to-end Straight Through

Multi Commaodity Exchange SerVICeS IS aISO Surglng Ilke Processing (STP)-enabled ser-

of India Limited (MCX). A

~ vices suite will fully rid them-
quick word about DMCC is never beforeo selves of worries about the

necessary here. DMCC was

set up by the Government of

Dubai with a view to develop

value-added products and services in line
with the needs of the growing market
and its participants, both direct and
indirect.

Financial Technologies Middle East b
The wind beneath the wings

Financial Technologies Group, based in
India, is engaged in providing mission-
critical solutions and services to equities,
derivatives, commodities and currencies
market participants. FT Group special-
ises in creating software for transactio-
nal financial services that automates end-
to-end trade life cycle. Financial Tech-
nologies Middle East (FTME), a 100%
subsidiary of Financial Technologies
India, started operations in Dubai in
2005. The move to Dubai came in the

operational and technical
side of their businesses. This
is quite a revolutionary step
deployment of its products and provid- as far as the capital and derivatives mar-
ing support to the customers. kets in the region are concerned and is
In a move that represents a quantum expected to contribute substantially to
leap for transaction financial services in the growth of the capital markets at
the region, FTME has recently set up the multiple levels.

Arshad Khan is Head of the Olnternational BusinessO divi-
sion of Financial Technologies Group and the GroupOs
Middle East office. Based in Dubai, Arshad is an expert
in the commodities, derivatives and equities markets and
has successfully managed setting-up electronic market-
places. He is on the Board and Management team of
Dubai Gold and Commodities Exchange (DGCX) besides
being a Director with Multi Commodity Exchange of
India (MCX). He was instrumental in setting-up DGCX and MCX.
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Dubai:
Where East meets West

Commodity trading in the Middle East has reached new heights thanks to innovative initiatives from the Dubai
Multi Commodities Centre (DMCC) and the Dubai Gold and Commodities Exchange (DGCX).

A significant disconnect has always existed among the estab- provide industry-specific market facilities for commodities
lished business centres of the East and the West, as a result ofindustries, DMCCOs initial focus was on the precious commodi-
different time zones. Hong Kong and Singapore would have ties sector.

settled down for the night, even as London warms up for busi- The result of its close co-operation with members of the
ness, while New York would still be rubbing the sleep from its gold and diamond trade can be seen in the significant increase
eyes. In todayOs interconnected world of trade, it is essential toin the gold trade through Dubai, which reached US$14.75 bil-
bridge this gap, and DubaiOs ideal geographical location in the lion in 2006, an increase of 37 per cent from 2005. During the
intermediate time zone, makes it the perfect platform to do just same period, DubaiOs total trade in rough diamonds reached

that.

Ahmed bin Sulayem,
Executive Chairman, DMCC
says: ODubai incorporates
within itself all the essential
ingredients required to make
it a successful trading hub. In
addition to being equipped
with the necessary infrastruc-
ture, and adequate facilities,
it has the appropriate mind-
set to support and grow
international trade through
the region.O

Arabesque, yet forward

$3.93 billion, up from $3.73 billion in 2005, reiterating the

ODubaiOs success is the
result of inspired leader-
ship, futuristic vision,

first mover advantage
and strong public private

partnerships.O

UAEO®s position as one of the
largest rough diamond trad-
ing centres in the world.

In the five years since
inception, the DMCC has
extended the commodities
range to include silver and
other  precious  metals,
coloured stones and pearls,
tea and energy derivatives
like fuel oil and LNG. Other
commodities in the pipeline
are gasoline, plastics and soft
commodities like pulses,

thinking, Dubai is perhaps grains and coffee. More
the fastest growing city, and certainly one of the most dynam- importantly, the DMCC has served to streamline DubaiOs exist-
ic trade centres worldwide. Although it is a common miscon- ing commodities trade bringing to it a significant level of con-
ception that oil was the catalyst, in truth it was trade that trig-  sistency, transparency and regulation in line with global best
gered Dubai's explosion from a sleepy village into the leading practices.
business hub in the region. It is important to highlight here, that the DMCC does not
Situated amidst the oil rich nations of the Gulf Cooperation participate or interfere in actual trade transactions. Instead, it
Council (GCC), the emirate of Dubai, in the United Arab provides access to industry specific infrastructure and facilities,
Emirates, does not have much oil. Led by inspired leadership, enables and facilitates networking between buyers and suppli-
it has however turned the absence of the black gold asset into ers, creates access to commodity financing options and intensi-
a significant advantage, by initiating and implementing a dedi- fies the crucial element of confidence in each specific trade sec-
cated strategy of diversification and economic clustering. tor.
DubaiOs success then, is the result of inspired leadership, futur- ODMCC provides a wonderful example of the excellent syn-
istic vision, first mover advantage and strong public private ergy between the public and the private sector in Dubai,O says
partnerships. Dr. David Rutledge, the Chief Executive Officer of DMCC.
Capitalising on the emirateOs age-old mercantile tradition OAIl the initiatives launched by the Centre are driven by the
and the natural geographical advantages of the creek, Dubai private sector members, and are the result of a crucial need
focused on developing its port and airport facilities. Today it  within each commaodity sector.O
ranks among the top ten trading ports and is one of the busiest ~ Advisory committees comprising of industry experts, estab-
airports in the world. Dubai has also perfected the concept of lished business persons and commodity traders, bankers and
economic clustering, through the development of industry financial experts have been set up for each commodity sector,
specific economic free zones, to attract some of the biggestand new initiatives and trading platforms are planned and exe-
business names. cuted as a result of extensive discussions within the advisory
The Dubai Multi Commodities Centre (DMCC) is one of  committees.
the most successful of these strategic initiatives by the In keeping with its objective to bring the regional precious
Government of Dubai. Set up in 2002 with a mandate to commodities trade on par with international standards, the
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Being no. 1 is good.

Being first is better.
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of our commitment towards the confidentiality and integrity of our information systems to
provide our partners with the most secure environment for conducting business. Coupled with
the I1SO 9001 : 2000 certification that we have received since 2004 for excellence in quality

management, it bears testament to our commitment to continuously excel at providing value.

The world’s first multi commodity exchange with a dual ISO certification for excellence Mcx

Trade with Trust
India’s No.T Commodity Exchange

in quality management and information security.
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ODMCC provides a wonderful example
of the excellent synergy between the
public and the private sector in Dubai.O

DMCC has established the Dubai Diamond Exchange (DDE),
the first diamond bourse within the Arab region, which facili-
tates the regional trade in rough and polished diamonds. The
DDE is complemented by Dubai Gems Club and Dubai Pearl
Exchange B two secure and exclusive networking and trade
platforms leading to business transactions in diamonds,
coloured stones and pearls.

The establishment of the Dubai Tea Trading Centre (DTTC)
has re-energised DubaiOs total tea trade, which registered &
record 105.5 million kilos in 2006. In addition to introducing
teas from 13 new origins into the region, the DTTC has con-
tributed to the establishment of Dubai as an international hub
for tea trading, through offering a whole range of facilities for
members including tea tasting, centralised tea storage, blending
and packing.

In order to further grow the commodities trade, while at the
same time enabling traders to hedge their risk better, the
DMCC has introduced and promoted the concept of futures
trading through its joint venture b the DGCX (see box on page
12). The exchange effectively bridges the gap between the mar-
kets of Europe and the Far East, enabling 247 trading.

Through its subsidiaries, initiatives and joint venture
projects, the DMCC is thus working closely with each industry
sector to reiterate DubaiOs role as the commodities trading hub
in the Middle East.

Gaiti Rabbani
Chief Sales and Marketing Officer,
DMCC
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Dubai Gold and Commodities Exchange (DGCX)

The Dubai Gold and Commaodities Exchange (DGCX) is the first
international commodities derivatives market in the Middle East
region, and the first in the critical time zone between the

markets of Europe and the Far East. A joint venture project of

the DMCC, the DGCX is a technology driven organization, providing
a world-class trading platform for a wide array of commodities,
with electronic trading accessible from anywhere in the world.

It trades US dollar denominated standardised futures contracts
on a number of commodities including gold, silver, currency pairs
and fuel oil with steel, plastics and pulses and grains soon to
follow. It is also the first exchange in the Middle East to launch
options on gold futures.

Colin Griffith, the Chairman of DGCX says: OThe launch of the
DGCX hascoincided with an upsurge in interest in commodities
in general and precious metals in particular, giving a significant
boost to trading volumes on the exchange. In less than two years
since inception, the DGCX has developed into a very credible
liquid market, with monthly trading volumes that have crossed
the 100,000 mark. A total of 104,147 contracts valued at

$3.89 billion were traded during April 2007, the highest ever
since the inception of the exchange.O

He added: ODubaiOs traditional positioning as the OCity of Gold®
has certainly been strengthened with the success of the DGCX.
Gold futures also recorded their highest-ever monthly traded
volume of 79,499 contracts during April of this year.O

The DGCX offers huge advantages to existing participants in
physical commodities markets in the region previously unable

to hedge their price exposures, as well as opportunities to the
regionOs burgeoning investment community. With 180 members,
including global giants like HSBC, Deutsche Bank, Mitsui and
Standard Bank as well as Indian based entities, commodity deals
and brokerages, the DGCX seems all set to continue its success
story.




Dubai Gold & Commodities Exchange is the world’s newest fully automated commaodities
derivatives exchange. Located in Dubai, it is the first international commodities exchange
in the time zone between Europe and the Far East.

e A fully automated, state-of-the-art electronic trading platform accessible from anywhere
in the world ¢ Trading window from 08.30 hours to 23.30 hours (GMT+4) e US Dollar
denominated contracts e Futures and Options trading on a range of commodities -
currently trading Gold, Silver, Currencies and Fuel Oil Futures
Gold options to be launched shortly.
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The need for a new sour
crude benchmark

With constantly rising volumes, it is no longer feasible for Middle East sour crude to be without a process of
price discovery, particularly given that the differentials between sour and sweet crude can be extraordinarily

volatile, in some cases rising above US$14 a barrel. The Dubai Mercantile Exchange has been set up to take

on this challenge.

Trading volumes in Middle East sour
crude are due to rise over the next
decade. Consequently, oil traders and
Asian refiners will have a critical need
for a liquid, transparent, regulated sour
crude futures contract to hedge and man-
age price risk.

The current market situation presents
an ideal opportunity for the
development of a sour crude
benchmark. The two existing
leading crude oil futures
benchmarks, West Texas
Intermediate  (WTI) and
Brent, represent a small per-

oil production and are both
light sweet crudes from
regions that have mature oil-
fields in production decline
(the North Sea and West
Texas). Despite this, Brent
and WTI are still the price
reference for the majority of the global
trade in crude oil. This imbalance in
global crude pricing has meant that the
lack of a transparent sour crude bench-

mark has hindered price discovery for
Middle East oil.

There have been a number of attempts
in recent years to address the deficiency,
but none have previously been successful
A Middle East crude oil benchmark b not because the requirement did not
A new Middle East sour crude marker exist or because the benefits were not
greatly enhances transparency and pro- evident, but rather because the complex-
vides a much-needed mechanism for ity of doing so required a very unique set
more effective pricing as well as the of circumstances and partnerships to be

OThe differentials between
sour and sweet crude can
centage of the woridGs crude D@ eXtraordinarily volatile,
IN some cases rising above
US$14.0

management of risk, and a new bench-

mark is of particular benefit to Asian
refiners, who are the largest importers of
Middle East sour crude.

The Dubai Mercantile Exchange (DME) launched successfully on June 1, 2007.
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put in place. In June of 2005,
the right partners B in the
form of Tatweer, a subsidiary
of Dubai Holding, and the

New  York Mercantile

Exchange (NYMEX) B came
together to create the Dubai
Mercantile Exchange (DME)
and to meet this challenge.
More recently, the Oman
Investment Fund (OIF) took
a 30 per cent stake in the
DME to become our third

equity partner.

DMEOs approach

The DME, which successfully launched
on June 1, 2007, developed its sour
crude oil benchmark after a long process
of research, including extensive discus-
sions with producers and consumers of
Middle East sour crude and the compar-
ative experience of new energy product
launches on futures exchanges all over
the world. This process made it clear that
the DME sour crude benchmark would
need to demonstrate various success
factors at its inception including the
accommodation of global trading cus-
tomers; high standards of regulation;
support from producers and consumers
of sour crude; and a physically deliver-
able contract.

Both energy producers and consumers
benefit from the DMEOs benchmark
futures contract for Middle East sour
crude. Producers will get better real time
intelligence on the market value of their
crude, enabling them to use the futures
benchmark as a robust tool to set prices.
Consumers also benefit from the DMEOs
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energy trading community. The combi-
nation of TatweerOs strong regional
knowledge with NYMEXOs unique
expertise in the creation of derivatives
products for the global energy industry
blend seamlessly into the DME concept,
facilitating the product development
process.

Trading oil from Oman
The launch of the Oman Sour Crude
Contract in early May 2007 was a major
achievement, and among the most criti-
cal signs of support has been the strategic
relationship forged between the DME
and the Sultanate of OmanQOs Ministry of
Oil & Gas. The two have signed a
Memorandum of Understanding for the
development of an Oman-back physical
The DIFC is a robust and commercially focused financial centre. crude oil futures contract.
Additionally, the Government of
Dubai recently announced that it will
exchange-traded benchmark, as it pro- Initial skepticism for the project has cease pricing its export crude oil sales off
vides them with the comfort and security been replaced with strong support and its current mechanism and instead utilize
of a forward curve which they can use to anticipation from across the industry and DME futures prices upon launch of the
hedge their costs. Exchange.
Working together, they

Stable regulatory envi- O D M EOS new M |dd Ie EaSt have gone to the market and

ronment identified the elements neces-

In addition, the DME is set ~ SOUI CrUde marker |S Of sary for creating a successful,

within the only regulatory physically linked Middle East

environment that will allow par'“CUIar beneﬁt 10 AS|an sour crude oil futures con-

for such an exchange in the . - tract.
whole of the Middle East.  [@finers.O

The DIFC is a robust and

commercially focused finan-

cial centre offering financial

opportunities for investors in a well reg-

ulated environment. Investors can expect

fairness and transparency, as well as cer- Gary King

tainty of operations. Investors with expe- CEO of the Dubai Mercantile Exchange
rience in other international markets can

also expect a smooth transition into the

DIFC legal and regulatory environment,

as they will already be largely familiar

with the risk-based approach and style of

regulation. In other words, the compli-

ance risk of dealing with the DFSA is as

reassuring as it would be in Europe.
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Developments in Sharia Compliant
Commodity Linked Investments

The Islamic Finance market as a whole and the Sharia compliant commaodity linked structured product market
specifically are increasing in the comprehensiveness of their offering. This short piece will focus on current
developments in the Sharia compliant commodity linked structured products market and we will illustrate the
discussion with a number of products available from the UBS Sharia compliant platform.

Commodity Investment bull market in the short to medium term. Take for example base met-
It should come as no surprise that Sharia compliant commodity linked als. The increasing industrialization and urbanisation of India and
investments have become available in the market given that Sharia China has led to a demand side surge whilst supply side is constrained
finance and commodities as an asset class are the two leading themespy the accessibility of raw material and processing that in many cases

in current finance. By combining the two you have products that

has led to a marginal increase in the cost of production (UBS

are highly sought after by Islamic investors and in many cases allow Commodity Connections Q1 07) often combined with geopolitical

them to participate in structured alongside their conventional counter-
parts.

Commodity investment predates Islam, and is a natural Islamic
investment being both tangible and the raw material to the means of
production. Sharia compliant commodity linked investment began by
physically holding a commodity with the associated issues of sourcing,
storing and funding. A further development enabled investors to hold
a commodity through an interposed vehicle for example a metals fund.
With these structures, requirements have often imposed high running
costs and limited scalability. Currently the market can offer fully
fledged commodity linked structured products including commodity
linked investment certificates providing exposure to a range of risk
return profiles ranging from a single commaodity or basket of commodi-
ties through to modified benchmark indices and beyond into bespoke
commodity indices. We will discuss each of these three below. Not only
are products available, many believe that now is the time to invest in
commodities.

The case for commodities

Islamic investors as with their conventional counterparts are aware
that an investment in commodities can provide otherwise unobtainable
diversification benefits to a balanced portfolio. In particular, research
has uncovered the low correlation commodities have with the tradi-

issues surrounding the source of supply.

Commodity Linked Investment Certificates

The market now makes available to investors products that allow link-
age to a wide range of commodities in a variety of structures. For
example, UBS has developed a platform that allows investors to choose
from a menu of commodities, tenors, and structures with varying
levels of principal protection and either profit participation during the
term of the instrument or profit participation on maturity. The plat-
form also has the flexibility to support unfunded products offering an
Islamic option style risk return profile. This structure has seen great
demand for a number of reasons. Firstly, some investors simply prefer
to invest in options style products which they can now do both
Islamicaly and in a tradable format. Secondly, it facilitates a mix and
match approach for funded local currency issues where it has been
popular for a local bank to combine the performance engine of the
product purchased from an international bank with the principal pro-
tection leg that it manages itself or sources independently from a local-
ly licensed institution. Thirdly, such a format has generally proven
preferable for hedging purposes. Structuring teams have spent much
time and energy developing structures that would permit both the
retention of a beneficial interest in a physical asset whilst decoupling it
from the cost of carry of such physical assets. Importantly, the reten-

tional asset classes of equities and bonds. In addition, the high sharpe tion of this beneficial interest in an underlying asset has allowed these

ratio and low volatility of commodities enables a portfolio including
commodities to move along the efficient frontier in such a way that

both reduces volatility and increases returns (see diagram 1). In con-

junction with the diversification benefits of commodities there is strong
fundamental support for a continued run of the current commodity

products to be both tradeable in the secondary market whilst still
remaining Sharia compliant. The benefits of this are numerous, firstly
an investor can choose to divest itself of an asset that has performed
well and where they would like to take profit or divest itself of an asset
that is not performing as desired or merely no longer matches their

Global portfolio efficient frontiers, Jan-03 to Sep-06
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portfolio profile. Secondly, this freedom to trade is crucial if there is to
develop a genuine secondary market in Sharia compliant products.

Structuring techniques have developed such that many convention-
al style commodity linked risk return profiles can now be delivered in
a Sharia compliant way that is often a synthesis of conventional capi-
tal markets instrument and traditional Islamic finance documents.
Streamlined documentation and reduced costs of carry have increased
the competitiveness of pricing of Sharia compliant products relative to
their conventional counterparts.

An example of such a product in funded form are the tradeable UBS
Investment Certificates that allow investors to participate in the upside
of a basket of commaodities whilst enjoying 100 per cent principal pro-
tection. In unfunded format investors have bought tradeable UBS
Investment Certificates that allow them to profit from a price increase
in a commodity, for example nickel, whilst also benefiting from a
certain minimum return.

Commodity Index Linked Products

With the strong research backed case for commodities it is unsurpris-
ing that there has been a surge of investment in commodity linked
products. Of particular note has been the enormous investment (see
diagram 3) into benchmark commodity indices such as the Goldman
Sachs Commodity Index and the AIG Commodity Index.

These indices offer a diversified exposure to a range of commaodities
in a readily understandable, easily executed and transparent fashion
(the methodology documents are readily available to investors). To
become Sharia compliant many of the benchmark indices require mod-
ification to remove haram items from their constituents, for example
pork bellies. However, once this has been done a range of possible com-
modity index linked products are available, including the plain index
tracker. Investors are now able to choose from a range of commodity
index linked structures from a number of institutions.

Whilst popular, many investors conventional and Islamic alike have
detected shortcomings with benchmark indices. The most frequently
discussed issue is that of negative roll yields associated with the fre-

Estimated capital flows into commodity index products
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Source: BME, Goldman Sachs, DJ-AIG, industry documents

Diagram 3

quent rolling of the commaodity positions underlying the indices in mar-
kets where the curves of such underlying commodities have become
increasingly in contango (upward sloping) in the short term. The result
of this is negative roll yield associated with the position being rolled
into costing more that the position rolled out of so whilst many com-
modity spot prices have soared index performance has lagged behind.

Bespoke Indices

In response to investor demand and supported by pertinent research
financial institutions have developed bespoke indices. An example of
such a bespoke index is the UBS Oilfield Strategy Index. This index
consists of a portfolio of equally weighted crude oil positions spread
equally across the term structure of oil and aims to replicate the profile
of a physical oilfield. The UBS Oilfield Strategy Index has the follow-
ing benefits: It has delivered a higher Sharpe Ratio than traditional
commodity index products. Volatility is reduced by diversifying across
the term structure of crude oil unlike traditional indices which focus on
the short term. Crude oil and related products have greatly outper-
formed other commodities in the long term and the UBS Oilfield
Strategy Index has outperformed other crude investment indices. Crude
oil and related products provided the bulk of financial portfolio diver-
sification benefits derived from commaodity allocations. The roll yield
is very low because the turnover of the index is much lower than
traditional indices.

The sophistication and popularity of commodity linked investment
products has increased greatly over recent years. The good news for
Islamic investors is that this cutting edge technology is also available to
them.

David Kemp is an Executive
Director at UBS in the Money
Markets, Currency and
Commodities business and is a
member of the Islamic Finance
Group.

Contact: Islamic-Finance@ubs.com

This article is published solely for informational pur-
poses and is not to be construed as a solicitation or an
offer to buy or sell any securities or related financial
instruments.

© UBS 2007. The key symbol and UBS are among the
registered and unregistered trademarks of UBS. Other
marks may be trademarks of their respective owners.
All rights reserved.
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Sharia compliant investments b structured
products extend the reach of Islamic finance

Islamic finance is expanding continually, both geographically and in terms of products offered. From humble
beginnings in the 1970s, the Islamic financial services industry has grown in size and significance in 75 coun-
tries spread across four regions: North America, Europe, Middle East/Africa and Southeast Asia, and the multi-
billion dollar sector is poised to register impressive growth, averaging 15% per annum over the next decade.

Hence, the increasing offer of investment solutions on the Swiss derivatives market comes at no surprise.

Islam provides a whole body of legal and ethical rules for its follow-  or receiving interest), entertainment (casino, gambling, lottery, porno-
ers; guidelines covering all aspects of human behaviour and lifestyle graphy, cable TV), food (canned, pork), leisure (gaming, nightclubs,
which, naturally, include commercial transactions. The discipline of pubs) are excluded from the index composition.

Figh ul Muamlath, (jurisprudence), lays down which types of contracts The Dynamic Voncert resets quarterly the weightings of the certifi-
are permissible and which are impermissible in the financial arena. cateOs basket components. The rebalancing follows a defined set of

There are three fundamental sets of rules which dictate what a rules. Each sector is represented by those three companies with the
believer can or cannot engage in with respect to business. The first rule highest free-float market capitalisation in USD. At each rebalancing the
is to avoid the giving or taking of interest at all costs, whilst the second underlying basket is equally-weighted. Incurring dividends from the
is to avoid investment in ventures which are involved in unethical con- underlying stocks are reinvested in the basket at each rebalancing.
cerns, e.g., breweries, pornographic outlets, tobacconists etc. The third Since issuance the Dynamic Voncert has performed by 28%. Moreover,
concerns the nature of the contract between the parties, which needs to the certificate has outperformed the underlying index by 7%. So far,
comply with Sharia contract law. the regular rebalancing has been successful.

The essence of Islamic finance is that capital should be utilized for
productive purposes only and, ideally, investment activities should
constitute a partnership, whereby the provider of capital and the entre-
preneur share in the risks and rewards of the venture, i.e., the concept 130,00
of profit and loss sharing. The concept of investment lies at the very .
core of Islamic Finance. Whether it is direct investment into a business W r
venture, or an indirect investment via pooled unit trusts, a Muslim is e AT
always encouraged to invest instead of hoard wherever possible.
Moreover, investment is widely accepted as the principal driver stimu-
lating economic growth and prosperity. The dynamism and impressive
growth of Islamic finance comes at no surprise.

On the Swiss market too, products complying with Sharia are
increasing in number. Bank Vontobel successfully launched more than 9500

Dez 05 Fenos Apr 06 Mai 06 20106 Sep06 okt 05 Dez 06 Feno7 Mz 07 Mai 07

one year ago the first listed strategy certificate on an Islamic blue chip Date

H —— DMI 150 Index —— Dynamic Voncert VZI
index.

Performance of the Dynamic Voncert Islamic

115.00

Percentual growth

Dynamic Voncert Islamic Blue Chips Source: Bank Vontobel, May 23, 2007

The investment universe serving the Dynamic Voncert comprises an
Islamic equity benchmark index, the DMI-150 Index certified by the  Opportunities and risks
ShariaDah supervisory board Dar Al-Maal Al-Islami (DMI). It is a Dynamic Voncert Islamic Blue Chips is a compelling value proposi-
market-capitalization-weighted price index consisting of the 150 tion. The product combines both access to Sharia compliant invest-
largest global publicly traded companies. It was created by Bank Faisal ments as well as a professional investment strategy. The rules govern-
in 1998 and disseminated by STOXX Limited since September 2005. ing the rebalancing are comprehensible and transparent. The active
The DMI-150 index is a global index, meaning that the publicly trad-  portfolio strategy leads to higher returns than the benchmark with the
ed companies of all countries are considered for selection. It covers same level of risk. On the other hand, the Dynamic Voncert does not
eight economic sectors: Basic materials, Communications, Consumer provide a capital guarantee. The certificate is listed at the SWX Swiss
(cyclical), Consumer (non-cyclical), Energy, Industrial, Technology and Exchange. Bank Vontobel offers a liquid secondary market as a reliable
Utilities. Industries such as alcohol (wine, brewery), tobacco, aero- and experienced market maker. The certificate trades in USD and
space/defence, military, firearms, conventional financial services (giving expires in December 2014.

Product Details _ _ _ _ _
Lionel Pilloud is Head Financial

Underlying Islamic Blue-Chip Basket Products Advisory & Distribution

, on the DMI-150 Index at Bank Vontobel in Geneva
Investment Universe ~ DMI 150 Index

Valor / Symbol 2377418 / VZIBC
Current Price USD 129.60
Maturity 19.12.2014

Source: Bank Vontobel, May 23, 2007
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Private Banking in Dubai: Gateway to the
Middle East and the Indian Subcontinent

With the Dubai International Financial Centre (DIFC), the emirate on the Persian Gulf has created more than
just a financial centre of global standards in a time zone between London and Hong Kong. As a serious local
alternative to these centres, it also presents itself as the preferred location to develop a promising growth
region. After receiving the first license for an international private bank, Julius Baer has been on-site since the
opening of the DIFC in 2004 B and is as aspiring and successful as its host.

The ambitions of the United Arab Emirates with the DIFC are wealth creation is no longer just based on the energy reserves b
breathtaking. Its influence sphere spans from the Northern and on the contrary: whilst the energy industry contributed 59% to
Eastern parts of Africa to the Middle East and all the way to the gross domestic product in 1980, it was only a modest 6%
the Indian Subcontinent and the countries of Southeast Asia. in 2005. The remainder comes from a blooming, highly inter-
Around 1.8 billion people live in this region and create wealth national and strongly service-oriented economy.

of around 1,500 billion US Dollars annually if measured by the The oil wealth has been invested in big projects, which to
gross domestic product B and all that at an average growth rate the Western eye often appear as exorbitantly gigantic.
in excess of 5% per year. In this broad definition, the region However, looking at it as a matter of fact, this is only an
represents no less than the world®s biggest, nearly untappedxtreme implementation of what the textbooks prescribe for
market for financial services, and Dubai with the DIFC under- creating a clearly distinguishing product offering in the interna-

stands itself as the hub to its development. tional competition for location, applied to all categories: from

In order to protect this tourism, with its focus on
claim in the long term, the luxury holidays right up
financial services free-trade < to unlimited exclusivity, to

zone has been equipped with OThe reg|0n represents NO  wide-spread international

a full range of competitive trade relations through free-

factors which should make IeSS than the WOI’IdC)S biggestt,rade zones created for just

the location highly appealing this purpose and the financial
especially to international nearly untapped market services sectors with the
service providers: local . . . DIFC at its core.

branches can be up to 100% fOF financial services, and

foreign owned; capital and i i Strongly growing

profits can be transferred DUba| W|th the DIFC concentration of wealth
without restrictions and are Regardless of the big differ-

not subject to taxation. The | nderstands |tse|f as the ences in culture and develop-

new legal framework created ment, this kind of economic

for this purpose is closely hUb 1{0) |tS developmento change and the associated

aligned to the principle- opening is exemplary for the
based legislation used in entire region. This was the
London and New York, and prerequisite for its thorough

it is complemented by regulations which meet the highest inter- inclusion into the world economy, which has supported strong

national standards. The newly-built financial district with its  economic growth for years. Even though many of these coun-
groundbreaking architecture covering no less than 42 hectares tries are officially classified as developing countries or are at
fits in with the other typical giant projects in Dubai and neigh- least seen as economically backward, the increase in wealth

bouring oil-producing countries. cannot be disputed, and this development has led to a strong
growth in wealth concentration.
Attractions beyond oil According to the World Wealth Report, the annual bench-

The Middle East has almost 65% of the worldOs oil reserves, mark publication by Merrill Lynch and Capgemini on global
and its extraction forms the main source of income for the wealth development, the number of individuals with disposable
region, allowing the local rulers to pay for exorbitant prestige financial assets of more than one million US Dollars (High Net
objects B this or something along these lines is the common Worth Individuals, HNWI) in the countries of the Middle East
mixture of facts and prejudices which are nurtured especially in has increased by 9.8% in 2005. If the associated growth in
the industrialised net oil import countries. Apart from the wealth is used as a yardstick, then the increase was a stunning
undisputed oil wealth, the reality, however, is completely differ- 19.7%. Using this definition, wealth is to increase by a further
ent, and it is developing rapidly in that very direction. The 8% annually until 2010. Other countries in the region show
United Arab Emirates, and in particular Dubai, are the prime comparable dynamics, in particular India, whose HNWI popu-
examples. lation in 2005 has grown by the worldOs second highest growth

Thanks to the consistent and forward-looking diversifica- rate of 19.3% to over 83,000 people and should continue to
tion away from its oil dependence initiated years ago, DubaiOs grow above the global average in the coming years.
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OWe do not pursue a strategy to
push products towards our clients:
we do not sell, we buy on behalf.O

These high growth rates cannot hide that the HNWIs still
represent only a very small segment of the total adult popula-
tion as compared to European countries or even Singapore.
The local financial industry, if it even exists by Western stan-
dards, with its range of traditional banking products, is ill-
prepared to meet this small circle of individuals® increasing
demands for professional and internationally-oriented wealth
management services.

New generation B different attitude
The biggest share of wealth creation has its origins traditional-
ly in corporate activities and ownership. However, there have
been significant changes within the growth sectors in the past
years. Whilst the economic structure of many countries was
dominated by their colonial past and thus thrived on tradition-
ally strongly internationally-oriented industries such as trade,
textile or manufacturing, the biggest value creation is now
achieved in newer industries such as logistics, outsourcing as
well as information and biotechnology, which at the same time
have literally produced a new generation of entrepreneurs.
This generation is agile and extremely hands-on, values inde-
pendence and has a flair for active trading. In contrast to the
West, the wealth created is like a business card on the one hand,;
it should be displayed and
seen. On the other hand, it is
b in accordance with this
mindset B a means to further
increase wealth opportunisti-
cally. Often organised in fam-
ilies or clans, the preference is
to reinvest corporate profits
into existing businesses. The
additional benefits brought
about by an approach that
encompasses all possibilities
provided by contemporary wealth management, applied to the
real investments of the company and thus B often intermingled

wealth creat

OThe biggest share of

origins traditionally in
corporate activities and
ownership.O

tailor-made in nature, consist of innovative structures, in most
cases with leverage, contain not only elements of risk transfer
and investment banking, but also trust services as well as direct
and portfolio investment for the purpose of diversification out-
side of the clientOs home markets. In this context, one can often
count on the clients® profound knowledge of the Anglo-Saxon
and Asian financial markets. If client satisfaction is paramount
b as it is at Julius Baer B then counselling at such in-depth
levels can only address a limited and clearly defined group of
clients.

Whilst, in the aftermath of the Asian Crisis, the search for
economic and political stability made Switzerland the almost
automatic choice for a booking centre, todayOs clients of the
younger generation prefer local offshore markets, where
Singapore has developed into a Obooking centre of choice.O
The art of developing markets is thus the optimal combination
of local counselling and advisory competence that is strongly
focused on the targeted client segments with a modern and very
flexible regional booking centre. As is the case at Julius Baer, it
should also feature access to a range of high-quality services
and products tailored to the local market, have its own inter-
nationally integrated trading capacities as well as locally tuned
research that is part of the global market coverage.

Given the significant ini-
tial investment required for
this, but also in view of a
profitable long term pres-
ence, a sufficiently large
client base is required. In the
ideal case, its composition
reflects the potential of the
entire region. To develop it,
the local management must
be equipped with sufficient
degrees of freedom, guided
by ambitious targets that are compatible with the long-term
strategy and supported by a global network.

lon has its

b also to the private assets, are often only recognised above and

beyond a certain company or asset size: where can the increas-
ing cash flows be invested best? Is there a need to diversify
across markets or industries? Which asset structure benefits
both the company and the family best in the long term?

More than just being close to the client

At this point the consulting approach, which Julius Baer has
designed for the region, starts to make an impact. In short and
in contrast to many of our competitors, we do not pursue a
strategy to push products towards our clients: we do not sell,
we buy on their behalf. This opens a seemingly unlimited
investment universe, both in terms of geography and cate-
gories, and broadens classic private banking into all-encom-
passing wealth management. This also creates this special kind
of mutual trust which enables a long-term client relationship.
The solutions worked out on this basis, which at their core are

Thomas R. Meier is responsible
for the region Asia, Middle East /
Indian Subcontinent, Eastern
Mediterranean, Eastern Europe
and Russia at Bank Julius Baer &
Co. Ltd. in Zurich. Julius Baer is
the leading dedicated asset manag-
er in Switzerland. The Group,
whose roots date back to the early
nineteenth century, concentrates exclusively on the fields
of private banking and asset management for private
and institutional clients. With more than 3,600 employ-
ees worldwide, the Group managed clientsO assets in
excess of CHF 360 billion at the end of December 2006.
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Dubal: From a dream
to a futuristic reality

Dubai will be the guest of honour at this yearOs SFOA OBYrgenstockO Meeting (which will be held in Montreux,

on the shores of the Lake of Geneva). Reason enough to have a closer look at this fascinating city.

Dubai is a city which cannot be compared to any other city in

At a glance, Dubai resembles Manhattan skyline to which

the world, a city which only a few decades ago was a small though one would add 24 per cent of all cranes available

town on the shores of the Persian Gulf, where fishermen and

around the world, active 24 hours a day, 365 days a year. What

merchants anchored their ships in the small straight which, as will be considered the tallest building in the world is now under

a snake, sneaked its way into the city surrounded by and
considered to be a gateway to the desert.

Sheik Rachid ben Sasd al-Maktoum, contrary to many, look-
ing at this emerald coloured straight, dreamed that it would be
the road to the world. In 1959, reaching out to Kuwait for
credit, he widened and deepened the straight until it would
allow for the construction of large port facilities to welcome
ships from all over the world. The planning and construction
of the entire infrastructure followed, including roads, schools,
hotels, hospitals and housing facilities.

Sharing his visions with his son, Sheik Mohammed ben
Rachid al-Maktoum, who now is the ruler of Dubai, the
Kingdom has since become what one could consider one of the
most fascinating and fastest growing cities in the world where
skyscrapers are shooting off the ground, roads and infrastruc-
ture built to follow suit. Unreal illumination enhances this
round-the-clock activity to allow one million people, represent-
ing close to 150 different nationalities, to live and to work. The
port facilities are comparable to the best of the world and
attract more ships than Singapore. The city also attracts more
tourists than many competing centres, offering huge shopping
malls, leisure parks, beaches, top of the art golf courses and,
what to many sounds unbelievable, indoor ski slopes with real
snow in what looks like a miniature Swiss mountain resort.

Inside temperature is at B3 degrees centigrade, while the out-

side temperature reaches the upper 40 degrees.

Indoor ski slope in Dubai
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construction. Bury Dubai, a tower which is said to be 800
meters tall.

Dubai skyline

Dubai built and is building, not only skyscrapers, business
centres, housing facilities of all kinds on the mainland but, and
this is part of this fascinating dream, islands, some in the form
of a huge palm tree, some to represent the map of the world.
Palm Jumeira is completed and all the houses were sold within
the first few days after its opening last year. Palm Jebel Ali is
being constructed and is scheduled to be available in 2008.
Palm Deira, which surface will be greater than that of
Manhattan is scheduled to open in 2010. The islands The
World (about 300 little islands) are under construction and
should be ready by 2008.

Sheik Mohamed ben Rachid al-Maktoum is said to run his
Kingdom the way the chairman of a huge multinational runs
his company. Economic growth reaches 16 per cent, close to
double that of China and most or all important companies of
the world are represented and actively involved there. To a
fantastic and stable climate add political stability and what
appears to be close to unlimited opportunities and you end up
with an optimal living and working environment.

Presenting you with Dubai does of course also require the
presentation of Othe city in the cityO, that is, the Dubai
International Financial Centre, a free trade zone and onshore
financial centre offering a platform for leading financial insti-
tutions and service providers looking to do business in the
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From a dream to a futuristic reality

region. As such, Dubai is considered as the most important hub
for international institutional finance and gateway to the
region and the world.

Invited and then convinced by Paul Meier to attend the
World Exchange Forum, held at the Jumeira Beach Hotel, in
March 2006, | had the privilege of meeting the senior execu-
tives of the Dubai Gold and Commodity Exchange (DGCX)
and discuss mutual activities and projects. One of course, was
to get to understand what was going on in Dubai. DGCX is
very closely linked to MCX, the Multi Commodity Exchange
of India Ltd. At about the same time, Lamon Rutten, a senior
commodity expert from the United Nations Commission for
Trade and Development (UNCTAD), was to join the Indian
Exchange. He had been working with and for MCX in past
years. Back in 1997/98, the City of Lyon organized and hosted
one of the most successful gatherings of emerging
countries/markets. It is where | had the pleasure of establishing
links with UNCTAD and more particularly so with Lamon
Rutten and Leonela Santana Boado, who have since been our
faithful contacts to the fascinating world of emerging
economies and financial markets linked thereto.

The Dubai Gold and Commodity Exchange, represented by
Mr. Framrose Pochara, President and Chief Executive Officer
of this new exchange was readily convinced that our associa-
tion was one of many ways to establish the contacts to the
international financial community and was therefore an active
participant in our last OBYrgenstockO meeting, back in
September 2006. We are delighted to have Dubai participating
again in 2007 B as our guest of honour. The guest country
evening will be a great opportunity to get a taste of what the
fascinating world of Dubai offers in respect to tradition, art,
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sports and wonderful hospitality; an event to be well remem-
bered.

The DIFC reflects the ambition of the government of Dubai
to offer world-class regulation and transparency in addition to
a zero tax rate in an ideal and modern working environment
and therewith to gain the trust of the international financial
community.

The Dubai International Financial Exchange Ltd., a sub-
sidiary of the DIFC is expected to play a major role in the
development of regional capital markets by attracting compa-
nies to list their shares and other securities on the exchange.

The Dubai Mercantile Exchange is yet another exchange
incorporated in the DIFC, with very close links to the New
York Mercantile Exchange with which clearing arrangements
have been established.

Attending the 2nd World Exchange Council at the end of
March, | was told that Dubai was also planning the launch of
a Diamond Exchange and probably a Real Estate Exchange.

Law No. 9 of 2004 made the operational launch of DIFC
and recognizes the financial and administrative independence
of the DIFC and also exempts it from rules and regulations
otherwise applicable in the Emirates.

For further information, please consult:

www.difc.ae (from this site, you can download a highly
interesting document published by PricewaterhouseCoopers on
ODoing business in the Dubai International Financial CentreO)

www.linternaute.com/savoir/diaporama/dubai/dubai-water-
front.shtml (wonderful pictures and great information on most
aspects of the life in Dubai)

www.dubaitourism.ae/ (informs tourists about all you should
know if intending to visit Dubai)

www.sfoa.org(where you will be able to follow the building up
of the entire program of the 28" Intl. SFOA OBYrgenstockO
Meeting at Montreux, as well as to register for the conference)

Paul-AndrZ Jacof
President & CEO of the SFOA

















































































