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1

Legal status and activities
The First Mazoon Fund (the "FM Fund") is an open-ended fund registered and incorporated in the Sultanate of
Oman on 3 May 1997 in accordance with the regulations issued by the Capital Market Authority (“CMA”). The
terms and conditions of investment as well as the restrictions are specified in the Investment Prospectus.

According to the FM Fund's investment objectives and strategy as presented in the Investment Prospectus, the
FM Fund may invest in equities, related securities such as American Depository Receipts (ADR), Global
Depository Receipts (GDR), Exchange Traded Funds (ETF) and in bonds and Sukuks at various exchanges of
GCC, US Market, Europe,MENA region and Emerging Asian Economies. GCC will remain a core market for
the FM Fund with a minimum investment limit of 80%. The country and stock-wise limits will be decided by the
FM funds' Management Body.
The day-to-day operations of the FM Fund are managed by the Investment Manager, Gulf Baader Capital
Markets SAOC. The governance and control over the FM Fund is exercised by the FM Fund Management Body,
which is responsible for formulating investment strategy and the related guidelines adopted by the FM Fund.

The FM Fund entered into a custodianship agreement with Gulf Custody Company SAOC for all investments
owned by the FM Fund in Oman and GCC countries.
The FM Fund’s net asset value (and net asset value per unit) is determined on daily basis and the financial
statements are prepared on the basis of last valuation day of the period.
2

Summary of significant accounting policies
The principal accounting policies applied in the preparation of the financial statements are set out below. These
policies have been consistently applied to all the periods presented, unless otherwise stated.
Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) issued by the International Accounting Standards Board (IASB) and include the disclosure requirements
set out in the relevant provisions of the Executive Regulations issued by the Capital Market Authority of the
Sultanate of Oman.
Basis of preparation
The financial statements are prepared on the historical cost basis, as modified to include the fair value of certain
financial assets and liabilities.
Functional and presentation currency

The financial statements have been presented in Rial Omani (''RO''), which is the functional and presentation
currency of the FM Fund.
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Summary of significant accounting policies (continued)
Standards, amendments and interpretations to existing IFRS effective 1 January 2017
For the period ended 30 September 2018, the FM Fund has adopted all applicable new and revised standards and
interpretations issued by the IASB that are relevant to its operations and effective for accounting period
beginning on 1 January 2018 that have no material effect on the financial statements of the FM Fund.

Amendments to IAS 7, ‘Statement of Cash Flows’ became effective for annual periods beginning on or after 1
January 2017. These amendments require an entity to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from financing activities, including both changes arising from
cash flows and non-cash changes. Adoption of these amendments did not have a material impact on FM Fund’s
financial statements.
Standards, amendments and interpretations to existing IFRS that are not yet effective
Certain new standards, amendments and interpretations to existing standards have been published that are not
effective and mandatory for the FM Fund's accounting period beginning on 1 January 2018 which the
management has decided to adopt from the applicable periods.
IFRS 9 ‘Financial Instruments’ addresses the classification, measurement and derecognition of financial assets
and liabilities. It replaces the multiple classification and measurement models in IAS 39 and is effective for
reporting periods beginning on or after 1 January 2018.
Classification and measurement of debt assets will be driven by the entity’s business model for managing the
financial assets and the contractual cash flow characteristics of the financial assets.
Equity and derivative instruments are measured at fair value through profit or loss unless, for equity instruments
not held for trading, an irrevocable option is taken to measure at fair value through other comprehensive income.

A debt instrument is measured at amortised cost if the objective of the business model is to hold the financial
asset for the collection of the contractual cash flows and the contractual cash flows under the instrument solely
represent payments of principal and interest (SPPI). A debt instrument is measured at fair value through other
comprehensive income if the objective of the business model is to hold the financial asset both to collect
contractual cash flows from SPPI and to sell. All other debt instruments must be recognised at fair value through
profit or loss. An entity may however, at initial recognition, irrevocably designate a financial asset as measured at
fair value through profit or loss if doing so eliminates or significantly reduces a measurement or recognition
inconsistency.
IFRS 9 also introduces a new expected credit loss (ECL) impairment model.
In addition to the above, a number of new standards, amendments to standards and interpretations are effective
for annual periods beginning after 1 January 2018, and have not been applied in preparing these financial
statements. None of these are expected to have a material effect on the financial statements of the FM Fund.
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Summary of Significant accounting policies (continued)
Income
Income comprises of dividend, interest income and other income. Dividend income is recognised when the right
to receive payment is established. Interest income is recognised in profit or loss using effective interest method.

Financial assets and liabilities
Classification
The FM Fund classifies its financial assets and financial liabilities into the following categories:
Financial assets at fair value through profit or loss (FVPL):
Held for trading: marketable securities which are financial assets at fair value through profit or loss (FVPL)
Financial assets at amortised cost:
Loans and receivables: cash and cash equivalents, balances due from brokers and other receivables.
Financial liabilities at amortised cost:
Balances due to related parties and other payables.
A financial instrument is classified as held for trading if:
i)
it is acquired or incurred principally for the purpose of selling or repurchasing it in the near term;
ii)
on initial recognition, it is part of a portfolio that is managed together and for which there is evidence of a
recent pattern of short-term profit taking; or
iii) it is a derivative, other than a designated and effective hedging instrument.
The FM Fund designates all marketable securities at FVPL on initial recognition because it manages these
marketable securities on a fair value basis in accordance with its documented investment strategy. Internal
reporting and performance measurement of these marketable equity securities are on a fair value basis.

A financial asset with fixed or determinable payments may be classified as a loan and receivable unless it is
quoted in an active market or is an asset for which the holder may not recover substantially all of its initial
investment, other than because of credit deterioration.
Recognition, initial measurement and subsequent measurement
(i)

Financial assets at fair value through profit or loss

Financial assets and financial liabilities at fair value through profit or loss (FVPL) are initially recognised on the
trade date, which is the date on which the FM Fund becomes a party to the contractual provisions of the
instrument. Other financial assets and financial liabilities are recognised on the date on which they are originated.
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Summary of significant accounting policies (continued)
Financial assets and liabilities (continued)
Recognition, initial measurement and subsequent measurement (continued)
Financial assets and financial liabilities at FVPL are initially recognised at fair value, with transaction costs
recognised in profit or loss. Financial assets or financial liabilities not at FVPL are initially recognised at fair
value plus transaction costs that are directly attributable to their acquisition or issue.
Subsequent to initial recognition, financial assets representing marketable securities are carried at fair value.
Gains and losses arising from changes in the fair value of the financial assets at fair value through profit or loss
category are included in in the profit or loss in the period in which they arise.
(ii)

Loans and receivables

A financial asset with fixed or determinable payments may be classified as a loan and receivable and are
realisable within twelve months from the reporting date. Loans and receivables are non derivative financial assets
with fixed or determinable payments that are not quoted in an active market and arise during the ordinary course
of the business. The FM Fund’s loans and receivables comprise of other receivables. Other receivables are
recognised initially at fair value plus transaction costs that are directly attributable to their acquisition or
origination. They are subsequently measured at amortised cost using the effective interest method, less provision
for impairment (if any).
Fair value measurement
‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the FM Fund has access at that date. The fair value of a liability reflects its nonperformance risk.
When available, the FM Fund measures the fair value of an instrument using the quoted price in an active market
for that instrument. A market is regarded as ‘active’ if transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on an ongoing basis.The FM Fund measures
instruments quoted in an active market at a market closing price.
The fair value of financial assets through profit and loss is based on their quoted market prices at the reporting
date.
Derecognition
Financial assets are derecognised when the rights to receive cash flows from the financial instruments have
expired or the FM Fund has transferred substantially all risks and rewards of ownership.
On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying
amount allocated to the portion of financial asset that is derecognised) and the consideration received (including
any new asset obtained less any new liability assumed) is recognised in profit or loss.
The FM Fund derecognises a financial liability when its contractual obligations are discharged or cancelled, or
expire.
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Summary of Significant accounting policies (continued)
Financial assets and liabilities (continued)
Recognition, initial measurement and subsequent measurement (continued)
Offsetting
Financial assets and financial liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the FM Fund has a legal right to offset the amounts and it intends either to settle
on a net basis or to realise the asset and settle the liability simultaneously.
Gains and losses from change in fair value of financial assets at FVPL are presented on a net basis while foreign
exchange gains and losses of such financial instruments at FVPL are included in such net gain or loss.
Cash and cash equivalents
Cash and cash equivalents comprise cash in hand and demand deposits, together with other short term, highly
liquid investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value. Cash and cash equivalents includes investments with short maturity of
three months or less from the date of acquisition and cash or balances held with brokers.
Taxation
The FM Fund is domiciled in the Sultanate of Oman. Under the current tax laws of the Sultanate of Oman, there
is no income, capital gain or other taxes payable by the FM Fund.
Redeemable participating units
Redeemable participating units are classified as financial liabilities and are measured at the present value of the
redemption amount.
The FM Fund issues units which are redeemable at the unitholders' option. Redeemable participating units can be
put back to the FM Fund at dealing date for cash equal to a proportionate share of the FM Fund’s Net Asset(s)
Value. These redeemable participating units are carried at the redemption amount that is payable at the end of the
reporting period if the unitholder exercises the right to put the unit back to the FM Fund.
Redeemable participating units are issued and redeemed at the holder’s option at prices based on the FM Fund’s
Net Asset (s) Value per unit at the time of issue or redemption. The FM Fund’s Net Asset(s) Value per unit is
computed by dividing the net assets attributable to the holders of the redeemable participating units with the total
number of outstanding redeemable participating units. In accordance with the FM Fund’s Investment Prospectus,
investment positions are valued based on the market closing price (fair value) for the purpose of determining the
Net Asset(s) Value per unit for subscriptions and redemptions.
Distributions payable to the holders of the redeemable participating units
Proposed distributions to holders of redeemable participating units are recognised in statement of net assets
attributable to unitholders, when they are approved at the Management Body meeting.
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Summary of Significant accounting policies (continued)
Foreign currency transactions
Transactions denominated in foreign currencies are translated into Rial Omani at the foreign currency exchange
rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the
end of the reporting period are translated into Rial Omani at exchange rates prevailing at the end of the reporting
period. Differences on foreign currency exchange are dealt with in profit or loss.
Foreign currency exchange differences arising on retranslation are recognised in profit or loss as net foreign
currency exchange losses, except for those arising on financial assets at FVPL, which are recognised as a
component of net gain or loss from financial instruments at FVPL.
Estimates and judgments
In preparing the financial statements, management has made judgments, estimates and assumptions which affect
the application of accounting policies and the reported income and expenses, assets, liabilities and related
disclosures. Actual results in future could differ from such estimates.
The use of available information and application of judgment based on historical experience and other factors are
inherent in the formation of estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised prospectively.
Information about judgments made in applying accounting policies that have most significant effect on the
amounts recognized in the financial statements is classification of financial assets.
Information about assumptions and estimation uncertainties that have significant risk of resulting in a material
adjustment relates to the determination of the fair value (refer note 16).

3

Financial assets at fair value through profit or loss
(a) Movement in financial assets at fair value through profit or loss during the period is:

1 January
Purchases during the period
Sales during the period
Net realised (loss)/gain on sale of financial assets
Net unrealised gain on financial assets
30 September
Page 10

30-09-2018
RO

30-09-2017
RO

7,252,207
37,493,680
(37,105,745)
702,313
88,926
--------------8,431,381
=========

7,540,707
29,504,643
(30,071,861)
(345,323)
142,672
--------------6,770,838
=========

THE FIRST MAZOON FUND
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Financial assets at fair value through profit or loss (continued)
(b) Summarised sector-wise financial assets at fair value through profit or loss at the reporting date are:

Sector (Local)
Banking and investment
Services
Industrial

Sector (Foreign)
Banking and investment
Services
Industrial

30-09-2018
Carrying
amount
RO

Fair
value
RO

30-09-2017
Carrying
amount
RO

Fair
value
RO

176,831
198,586
51,145
--------------426,562
---------------

180,553
201,319
47,895
--------------429,767
---------------

7,616
167,690
--------------175,306
---------------

7,558
180,290
--------------187,848
---------------

2,307,019
3,320,778
2,288,096
--------------7,915,893
--------------8,342,455
=========

2,424,450
3,222,656
2,354,508
--------------8,001,614
--------------8,431,381
=========

1,928,666
2,383,575
2,140,620
--------------6,452,861
--------------6,628,167
=========

1,976,480
2,440,018
2,167,312
--------------6,583,810
--------------6,771,658
=========

(c) Summarised country-wise financial assets at fair value through profit or loss at the reporting date are:

Country

Saudi Arabia
Kuwait
United Arab Emirates
Qatar
Sultanate of Oman

30-09-2018
Carrying
amount
Fair value
RO
RO
5,369,265
668,415
897,035
981,179
426,561
--------------8,342,455
=========

5,462,105
686,041
865,794
987,675
429,766
--------------8,431,381
=========

30-09-2018
Carrying
amount
Fair value
RO
RO
4,853,306
246,048
947,863
405,643
175,307
--------------6,628,167
=========

4,990,940
258,530
984,874
349,467
187,027
--------------6,770,838
=========

(d) At 30 September 2018, the FM Fund had no marketable securities for which the FM Fund's holding represents
10% or more of the investee company's share capital (30 September 2017: Nil).
(e) At 30 Septembr 2018, the FM Fund had no commitments in respect of uncalled capital (30 September 2017: Nil).
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Financial assets at fair value through profit or loss (continued)
(f) At the end of the reporting period, details of the marketable securities in which market value exceeds 5% of FM
Fund's Net Assets Value:
Carrying
amount
% of
Number of
Fair value
30-09-2018
net assets
shares
RO
RO
value
Saudi Basic Industries Corporation
Al Rajhi Bank

30-09-2017
Al Rajhi Bank
Saudi Basic Industries Corporation

7.51%
7.20%
=======

54,190
74,100
=======

693,133
664,366
=======

664,308
623,171
=======

% of
net assets
value
6.79%
5.15%
=======

Number of
shares

Fair value
RO

Carrying
amount
RO

70,682
40,604
=======

475,254
425,148
=======

463,557
405,535
=======

(g) Ten largest holdings at the reporting date of marketable securities, as percentage of the FM Fund's Net Assets are:

30-09-2018
Saudi Basic Industries Corporation
Al Rajhi Bank
National Commercial Bank
Dubai Islamic Bank
Samba Financial Group
Saudi Telecom
National Bank of Kuwait
Abdullah Al Othaim Markets Company
Emaar Properties
Jarir Marketing

30-09-2017
Al Rajhi Bank
Saudi Basic Industries Corporation
National Commercial Bank
Mouwasat Medical Services Company
Saudi International Petrochemical Co
Dallah Healthcare Holding Company
Yanbu National Petrochemical Co
Saudi Fransi Bank
Saudi Arabia Fertilizers Co
Tabreed - National Central Cooling Co PJSC
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Number of
shares

Fair value
RO

54,190
74,100
95,000
573,000
95,354
33,700
260,000
36,000
432,965
11,877

693,133
664,366
436,535
321,222
308,318
293,898
273,324
256,306
225,575
221,696

Number of
shares

Fair value
RO

70,682
40,538
59,950
17,100
159,000
22,200
40,247
68,368
31,600
910,100

475,254
425,148
314,428
276,874
255,758
247,001
243,602
210,740
197,453
195,355

% of net
assets
7.51%
7.20%
4.73%
3.48%
3.34%
3.18%
2.96%
2.78%
2.44%
2.40%
% of net
assets
5.84%
5.23%
3.87%
3.40%
3.14%
3.04%
3.00%
2.59%
2.43%
2.40%
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Financial assets at fair value through profit or loss (continued)
(h) Five largest purchases of marketable securities during the period ended are :

30-09-2018
Al Rajhi Bank
Saudi Telecom
Abdullah Al Othaim Markets Company
Rabigh Refining And Petrochimical Co
United Electronics Company - Extra
30-09-2017
Emaar Properties
Al Rajhi Bank
Alujain Corporation
Rabigh Refining And Petrochimical Co
United Electronics Company - Extra

Cost
RO
2,043,946
1,639,031
1,148,698
1,067,064
1,051,730
RO
930,657
916,042
860,177
734,593
720,161

(i) Five largest sales of marketable securities during the period ended are:

30-09-2018

Proceeds
RO

Al Rajhi Bank
Saudi Telecom
United Electronics Company - Extra
Rabigh Refining And Petrochimical Co
Abdullah Al Othaim Markets Company

1,949,919
1,392,261
1,069,559
1,041,635
1,012,503

30-09-2017

Proceeds
RO

Emaar Properties
Alujain Corporation
United Electronics Company - Extra
Saudi Basic Industries Corporation
Rabigh Refining And Petrochimical Co

1,112,928
783,333
744,052
722,176
707,832
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Cash and cash equivalents
(a) Cash and cash equivalents comprise of:

Cash at bank - current accounts
Cash at bank - call deposits
Balances with brokers

30-09-2018
RO

30-09-2017
RO

201,905
23,117
637,658
-------------862,680
========

608,135
15,485
798,413
-------------1,422,033
========

(b) Call deposits carry an effective interest at the rate ranging from 0.02% to 0.24% per annum (30-09-2017:
0.02% to 0.24% per annum)
5

Accruals and other payables

Amount due to related parties [note 9 (c)]
Accrued expenses
Other payables

6

30-09-2018
RO

30-09-2017
RO

59,277
5,330
--------------64,607
=========

51,441
11,703
--------------63,144
=========

Management and performance fees
Gulf Baader Capital Markets SAOC is the Investment Manager of the FM Fund and earns management fee and
performance fee.
Management fees is RO 90,636 (30-09-2017: RO 84,547) at 1.40% (30-09-2017: 1.40% ) per annum of the Net
Assets Value of the FM Fund. Management fees is paid quarterly and calculated based on the daily Net Assets
Value of the FM Fund on each valuation day during the period.
The performance fee is RO 5,641 (30-09-2017: NIL) calculated at 10% on any profits in excess of 10 % net
profit per annum after deduction of all applicable expenses, excluding performance fee.

7

Custody fees
Gulf Custody Company SAOC has been appointed as the custodian of the FM Fund for its investments in Oman
and GCC countries.
Custody fees is RO 8,093 (30-09-2017: RO 7,118) at 0.125% (30-09-2017: 0.125%) per annum of the Net
Assets Value of the FM Fund. Custody fees is paid quarterly and calculated based on the daily Net Asset Value
of the FM Fund on each valuation day during the period.
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General and administrative expenses

Tax on GCC dividend
Advertisement and printing
Regulatory fees
Professional fees
Bank charges
Other expenses

9

30-09-2018
RO

30-09-2017
RO

8,099
1,953
4,147
2,394
338
838
--------------17,769
=========

6,501
1,970
4,023
2,319
346
929
--------------16,088
=========

Related party transactions
During the period, the FM Fund entered into transactions in the ordinary course of business with certain related
parties. Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operational decisions. These transactions are
entered into on terms which the Management Body considers correspond to those that could be obtained through
normal arm’s length transactions with third parties.
(a) Significant related party transactions which the FM Fund entered into during the period as per the terms
prescribed in the FM Fund's Investment Prospectus:
30-09-2017
30-09-2018
RO
RO
Management fees (note 6)
Performace Fee
Dividend

90,636

84,547

5,641

-

-

152,107

(b) The Management Body fees for the period amount to RO 27,938 (30-09-2017: RO 28,438).
(c) The related party balances outstanding at the reporting date, arising from related party transactions, are as
follows:
30-09-2017
30-09-2018
RO
RO
Management fees
Performace Fee
Management Body fees

31,198
5,641
22,438
-------------59,277
========

29,003
22,438
-------------51,441
========

(d) During the period, related parties redeemed nil units (30-09-2017: 13,907). Related parties subscribe nil units
(30-09-2017: Nil) during the period.
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Related party transactions (continued)
(e) In addition to the above, the FM Fund purchases and sells investments traded on the MSM through a related
party broker. Brokerage on these transactions is paid at the rates prescribed by the market authorities.The FM
Fund's purchase and sale transactions of investments is as follows:
30-09-2018
RO

30-09-2017
RO

Purchase of financial assets at fair value through profit or loss

938,579

161,616

Sale of financial assets at fair value through profit or loss

729,809

203,740

5,829

1,279

Brokerage commission
10

Taxation
In accordance with Article 117 of the Income Tax Law income accruing to an investment fund set up in Oman,
under the Capital Market Authority Law, is exempt from tax.

11

Redeemable participating units
(a) All issued redeemable units are fully paid. The FM Fund’s variable capital is represented by these redeemable
units with no par value and with each carrying one vote. They are entitled to dividends and to payment of
proportionate units based on the FM Fund’s Net Asset Value per unit on the redemption date.
(b) To determine the Net Asset Value of the FM Fund for subscriptions and redemptions, marketable securities have
been valued based on the market closing price on the relevant trading day. At the reporting date, the FM Fund’s
Net Asset Value per redeemable participating unit is RO 1.104 (30-09-2017: RO 1.027).

(c) The number of redeemable participating units as at 30 September 2018 comprise 8,358,484 (30-09-2017:
7,921,632) fully paid units. The units are issued and redeemed at prices based on the prevailing Net Asset Value
of the FM Fund, subject to conditions specified in the Investment Prospectus.
(d) The details of unitholders who own 10% or more of the FM Fund's units are as follows:
30-09-2018
Units

30-09-2017
Units

Gulf Investment Services Company SAOG

3,042,135

3,042,135

Nasser Mohammed Ali Al Nowais

1,023,574

1,023,574

Page 16

THE FIRST MAZOON FUND
NOTES TO THE UNAUDITED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 SEPTEMBER 2018 (continued)
12

Net asset value per unit
Net assets attributable to a holder of the redeemable participating units represent a liability in the statement of
financial position, carried at the Net Assets Value that would be payable at the reporting date if the holder
exercised the right to put the units back to the FM Fund as computed in accordance with the FM Fund’s
Investment Prospectus.
In accordance with the Capital Market Authority requirements and the FM Fund’s Investment Prospectus, net
assets attributable to the unitholders per unit has been derived by dividing the net assets by the number of units in
issue at the reporting date.
30-09-2018

30-09-2017

Net assets attributable to the unitholders (RO)

9,230,851

8,133,432

Number of outstanding units at the period end

8,358,484

7,921,632

1.104

1.027

Net asset value per unit (RO)
13

(Loss)/profit per unit
(Loss)/profit per unit is calculated by dividing the (loss)/profit for the period by the weighted average number of
units outstanding during the period as follows:
30-09-2018
(Decrease)/increase in net assets attributable to the unitholders (RO)
Weighted average number of units outstanding during the period
(Loss)/profit per unit (RO)

14

839,079
7,950,289
0.106

30-09-2017
(147,727)
7,715,224
(0.019)

Distributions to the unitholders
During the period nil (30-09-2017 the fund has distributed a cash dividend of RO 0.050 per unit for the year
ended 31 December 2016 was approved at the FM Fund's Annual General Meeting held with a record date of 23
March 2017.

15

Financial risk management
The FM Fund’s activities expose it to a variety of financial risks. The FM Fund’s objective of risk management
policy seeks to maximize the returns derived for the risk levels to which the FM Fund is exposed and seeks to
minimize potential adverse effects on the FM Fund's financial performance.
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Financial risk management (continued)
Management Body of the FM Fund is responsible for the overall risk management and has delegated the
responsibility to the Investment Manager. Risk management is carried out by the Investment Manager under
policies approved by the Management Body. The FM Fund’s Investment Prospectus and Investment
Management Agreement detail its investment policy and broad level guidelines that encompasses its overall
investment strategy, its tolerance for risk and its general risk management approach.
These risk levels are measured and monitored on a continuous basis and compliance with the prescribed risk
levels are reported by the Investment Manger to the Management Body on a quarterly basis. All investments
present a risk of loss of capital. The maximum loss of capital on such (exchange traded) marketable securities is
limited to the fair value of those positions.
The FM Fund’s risks are monitored on a quarterly basis by Fund Management Body. Where such risks are not in
accordance with the investment policy or guidelines of the FM Fund, the Investment Manager is obliged to
rebalance the portfolio.
Financial instruments of the FM Fund are bank balances, investments in marketable securities at fair value
through profit or loss and other payables. The FM Fund’s activities expose it to a variety of financial and other
risks from financial instruments, such as:
(a)
(b)
(c)

market risks (including interest rate risk, foreign currency risk and price risk);
credit risk; and
liquidity risk.

(a) Market risk
‘Market risk’ is the risk that changes in market prices such as interest rates, foreign exchange rates and equity
prices will affect the FM Fund’s income or the fair value of its holdings of financial instruments.
S&P GCC Index is the benchmark against which performance of the FM Fund is measured. The FM Fund does
not use derivatives to manage its exposure to foreign currency, interest rate and price risks.
Price risk
‘Price risk’ is the risk that fair value of the financial instrument will fluctuate as a result of changes in market
prices (other than those arising from interest rate risk or currency risk), whether caused by factors specific to an
individual investment or its issuer or factors affecting all instruments traded in the market.
The FM Fund trades in (exchange-traded) marketable securities which are susceptible to market price risk arising
from uncertainties about future prices of those marketable securities. The FM Fund’s market price risk is
managed through the daily monitoring of the FM Fund’s overall market positions by the Investment Manager.
The overall market position, trend and risk levels per category are reviewed by the Management Body on an
ongoing basis.
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Financial risk management (continued)
(a) Market risk (continued)
Price risk (continued)
According to the FM Fund's investment objectives and strategy as presented in the Investment Prospectus, the
FM Fund may invest in equities, related securities such as American Depository Receipts(ADR), Global
Depository Receipts (GDR), Exchange Traded Funds (ETF) and in bonds and Sukuks at various exchanges of
GCC, MENA region and Emerging Asian Economies. GCC will remain a core market for the FM Fund with a
minimum investment limitof 80%. The country and stock-wise limits will be decided by the FM funds'
Management Body.
The Investment Manager complies with investment restrictions which are set out in the Investment Prospectus
and CMA regulations which limit the exposure of the FM Fund to adverse changes in the price of any individual
financial asset.
Summarised sector-wise financial assets at fair value through profit or loss is presented below:

Sector (Local)
Banking and Investment
Industrial
Services
Sector (Foreign)
Banking
Services
Industrial

30-09-2018
Fair
% of
value
net assets
RO
value

30-09-2017
Fair
value
RO

% of
net assets
value

180,553
47,895
201,319

1.96%
0.52%
2.18%

6,738
180,290

0.08%
0.00%
2.22%

2,424,450
3,222,656
2,354,508
--------------8,431,381
=========

26.26%
34.91%
25.51%
--------------91.34%
=========

1,976,480
2,440,018
2,167,312
--------------6,770,838
=========

24.30%
30.00%
26.65%
--------------83.25%
=========

The FM Fund is benchmarked against S&P GCC Index for its local and GCC portfolio of securities. The
annualized volatility of the Fund is 12.40% (30-09-2017: 12.80%) as compared with 15.70% (30-09-2017:
15.60%) of S&P GCC Index. A change by 1% in the S&P GCC Index will result in change of net asset value of
the Fund by 0.74% (30-09-2017: 0.77%). These stated techniques provide a yardstick to the Investment Manager
to analyze the sensitivity of the Fund’s investments and returns.
Interest rate risk
‘Interest rate risk’ is the risk that the fair value or future cash flows of financial instruments will fluctuate as a
result of changes in market interest rates. As at 30-09-2018, 100% of net assets (30-09-2017: 100%) of the FM
Fund’s financial assets and liabilities are non-interest bearing. Hence, the FM Fund is not subject to significant
amount of risk due to fluctuations in the prevailing levels of market interest rates.
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Financial risk management (continued)
(a) Market risk (continued)
Foreign currency risk
‘Foreign currency risk’ is the risk that the fair value or future cash flows of financial instruments will fluctuate as
a result of changes in underlying foreign currency rates.
The FM Fund invests in financial instruments and enters into transactions that are denominated in currencies
other than its functional currency, primarily in Saudi Riyal, UAE Dirham, Qatari Riyal and Kuwaiti Dinar.
Consequently, The FM Fund is exposed to risk that the exchange rate of its currency relative to other foreign
currencies may change in a manner that has an adverse effect on the fair value or future cash flows of the FM
Fund’s financial assets or financial liabilities denominated in currencies other than the Rial Omani.
FM Fund’s financial assets in foreign currencies at the reporting date are:
30-09-2018
Foreign
Currency

RO

30-09-2017
Foreign
Currency

RO

Marketable securities at fair value
through profit or loss
Saudi Riyal
UAE Dirham
Qatari Riyal
Kuwaiti Dinaar

53,550,049
8,308,964
9,589,078
543,614

5,462,105
865,794
987,675
686,041

48,930,784
9,451,766
3,331,430
207,488

4,990,940
984,874
349,467
258,530

Cash and cash equivalents
2,646,672
Saudi Riyal
1,358,647
138,582
5,114,554
UAE Dirham
3,015,791
314,245
155,534
Qatari Riyal
1,044,463
107,580
440,213
Kuwaiti Dinaar
16,101
20,320
The FM fund’s financial assets exposure to foreign currency risk at the reporting date is:

Region of denominated currency

GCC (excluding Oman)

30-09-2018
RO

8,001,615
=========

% of net
assets
value
86.68%
=========

30-09-2017
RO

6,583,811
=========

269,961
532,937
16,316
548,505

% of net
assets
value
80.95%
=========

The table below indicates the sensitivity of marketable securities denominated in foreign currency of FM Fund
(as impacted by changes in the financial instruments’ fair value) to the expected changes in the foreign currency
exchange rates at the end of the reporting period with all other variables held constant.
A change of 0.5% increase or decrease in foreign currency exchange rates would have decreased or increased
respectively net assets attributable to unitholders by the following amounts:
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Financial risk management (continued)
(a) Market risk (continued)
Foreign currency risk (continued)
30-09-2018
RO
Marketable securities at fair value
through profit or loss
GCC- Kuwait
Cash and cash equivalents
GCC- Kuwait

% of net
assets

30-09-2017
RO

% of net
assets

3,430

0.037%

1,309

0.016%

102

0.001%

2,778

0.034%

(b) Credit risk
‘Credit risk’ is the risk that a counterparty (such as an issuer, custodian, broker or bank) to a financial instrument
will fail to discharge an obligation or commitment, resulting in a financial loss to the FM Fund. For risk
management reporting purposes the Investment Manager considers and consolidates all elements of credit risk
exposure (such as individual obligor default risk, country and sector risk).
The FM Fund principally invests in (exchange-traded) marketable securities and is not directly exposed to
significant credit risk except cash and cash equivalents.
The FM Fund limits its credit risk with regard to cash and cash equivalents by dealing with reputable banks with
good credit ratings. The table below shows the balances with brokers and bank balances with the counterparties
analysed by credit rating based on Moody’s global ratings.
At 30 September, the FM Fund had bank balances with the following credit quality:

Balance with

Credit
Rating

Bank Muscat
Burgan Bank
Commercial Bank of Qatar
First Abudhabi Bank
Balances with brokers

Baa2
A3
A2
Aa3
Unrated

30-09-2018
RO
181,604
20,320
12,128
10,970
637,658
-----------862,680
=======

% of net
assets
1.97%
0.22%
0.13%
0.12%
6.91%
-------9.35%
=====

30-09-2017
RO
59,630
548,505
12,390
3,095
798,413
-----------1,422,033
=======

% of net
assets
0.73%
6.74%
0.15%
0.04%
9.82%
-------17.48%
=====

Balances due from brokers result from sale transactions awaiting settlement. Credit risk relating to unsettled
transactions deemed to be low due to the short settlement period involved (as the amount is collected within three
days after the transactions in line with the market norms) and the high credit quality of the broker used. As at the
reporting date approximately 93% (30-09-2017: approximately 80%) of the balance due from brokers is
concentrated with averagely 3 brokers (30-09-2017: 2 brokers).
There is no significant concentration of credit risk in cash and cash equivalents at 30-09-2018. (30-09-2017: No
significant concentration).
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Financial risk management (continued)
(c) Liquidity risk
‘Liquidity risk’ is the risk that the FM Fund will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset.
The FM Fund has a contractual obligation to redeem units to unitholders within 3 days. Historical experience
indicates that these units are held by the unitholders on a medium or long-term basis. Based on Management's
estimate, maximum redemption levels are expected to be insignificant during a financial period.

The FM Fund’s investments in (exchange-traded) marketable equity securities are considered to be readily
realisable because they are traded on Muscat Securities Market (MSM) and the GCC Securities Markets and
represents approximately 91% of net assets of FM Fund (30-09-2017: approximately 80%).
To reduce the liquidity risk, the FM Fund has made investments only in those (exchange traded) marketable
securities which are actively traded on the security markets. Investments in marketable securities at fair value
through profit or loss are representing approximately 91% (30-09-2017: approximately 83%) of total net assets
value and approximately 91% (30-09-2017: approximately 82%) of (total) assets of the FM Fund and are traded
in active securities trading market and can be readily realized into cash within 3 days or less. At 30-09-2018, the
FM Fund’s holding in cash and cash equivalents epresented approximately 9% (30-09-2017: approximately
17%) of its net assets. Accordingly, the FM Fund is not subject to significant liquidity risk.

The FM Fund’s all financial liabilities except net assets attributable to the unitholders at the reporting date fall
within three months from the end of the reporting period.
16

Fair value of financial instruments
Fair value of financial assets that are traded in active markets that the FM Fund can access at the measurement
date are obtained directly from an exchange on which the instruments are traded. For all other financial
instruments, the FM Fund may determine fair values using other valuation techniques, if any.
For financial instruments that trade infrequently and have little price transparency, fair value is less objective,
and requires varying degrees of judgment depending on liquidity, uncertainty of market factors, pricing
assumptions and other risks affecting the specific instrument.
The FM Fund measures fair values using the following fair value hierarchy that reflects the significance of the
inputs used in making the measurements.
Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical instruments.
Level 2:
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Inputs other than quoted market prices included within Level 1 that are observable either directly (i.e.
as prices) or indirectly (i.e. derived from prices). This category includes instruments valued using:
quoted market prices in active markets for similar instruments; quoted market prices for identical or
similar instruments in markets that are considered less than active; or other valuation techniques in
which all significant inputs are directly or indirectly observable from market data.
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Fair value of financial instruments (continued)
Level 3:

Inputs that are unobservable. This category includes all instruments for which the valuation technique
includes inputs not based on observable data and the unobservable inputs have a significant effect on
the instrument’s valuation. This category includes instruments that are valued based on quoted market
prices for similar instruments but for which significant unobservable adjustments or assumptions are
required to reflect differences between the instruments.

The FM Fund held no Level 2 or Level 3 financial assets during the period ended 30 September 2018 (30
September 2017: Nil).
Last valuation day
The last trading day of the securities markets where the FM Fund’s marketable securities are listed was:
Oman and GCC: Sunday, 30 September 2018 (2017: Thursday, 28 September 2017).
17

Capital risk management
The FM Fund is an investment fund with a variable capital divided into units of no par value. FM Fund does not
have maximum capital and its units are not capital guaranteed.
The capital of the FM Fund is represented by the net assets attributable to holders of redeemable units. The
amount of net assets attributable to holders of redeemable units can change on a daily basis, as the FM Fund is
subject to daily subscriptions and redemptions at the discretion of unitholders. The FM Fund’s objective when
managing capital is to safeguard the FM Fund’s ability to continue as a going concern in order to provide returns
for unitholders, provide benefits for other stakeholders and maintain a strong capital base to support the
development of investment activities of the FM Fund.
In order to maintain or adjust the capital structure, the FM Fund’s policy is to monitor the level of subscriptions
and redemptions relative to the net assets and adjust the amount of distributions the FM Fund pays to redeemable
unitholders.
The FM Fund’s Management Body and the managing company monitor capital on the basis of the value of net
assets attributable to holders of redeemable units. The FM Fund is not subject to externally imposed capital
requirement.
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Financial instruments by category
The accounting policies for financial instruments have been applied to the line items below:
30-09-2018
Financial assets
Financial assets at fair value through profit or loss
Cash and cash equivalents
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Financial
assets at FVPL
RO

Loans and
receivables
RO

Total
RO

8,431,381
--------------8,431,381
=========

862,680
--------------862,680
=========

8,431,381
862,680
--------------9,294,061
=========
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Financial instruments by category (continued)
30-09-2017
Financial assets
Financial assets at fair value through profit or loss
Cash and cash equivalents

Financial liabilities
30-09-2018
Amount due to related parties [note 9 (c)]
Other payables

Financial liabilities
30-09-2017
Amount due to related parties [note 9 (c)]

19

Financial
assets at FVPL
RO

Loans and
receivables
RO

Total
RO

6,770,838
--------------6,770,838
=========

1,422,033
--------------1,422,033
=========

6,770,838
1,422,033
--------------8,192,871
=========

Financial
liabilities
RO

Total
RO

59,277
--------------59,277
=========
Financial
liabilities
RO

59,277
--------------59,277
=========

51,441
--------------51,441
=========

51,441
--------------51,441
=========

Average
annual total
return %

Growth of an
assumed
investment of
RO 10,000

Total
RO

Performance data

30-09-2018
9 Month period ended 30 Sept 2018
3 years ended 30 Sept 2018
5 years ended 30 Sept 2018
May 1997 (inception) to 30 Sept 2018

30-09-2017
9 Month period ended 30 September 2017
3 years ended 30 September 2017
5 years ended 30 September 2017
May 1997 (inception) to 30 September 2017

10.61%
(4.32)%
3.47%
7.07%

11,061
8,758
11,862
42,934

Average
annual total
return %

Growth of an
assumed
investment of
RO 10,000

(1.79)%
(6.61)%
6.34%
7.04%

9,821
8,142
13,598
39,916

The performance data quoted represent past performance and is no guarantee of future performance. The average
annual total returns, and growth of an assumed investment of RO 10,000 include dividends reinvested.
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Reconciliation of per unit Net Asset Value

Per unit changes in Net Asset Value
Income
Net investment (loss)/income (realised and unrealised)
Management and other expenses
Net (loss)/profit
Cash dividends paid
Net redemption proceeds
Net (decrease)/increase in Net Asset Value
Net Asset Value at the beginning of the year
Net Asset Value at the end of the period
Brokerage commissions and markups
21

30-09-2018
RO

30-09-2017
RO

0.034
0.095
(0.029)
--------------0.100

0.035
(0.025)
(0.028)
--------------(0.018)
-

0.006
--------------0.106
0.998
--------------1.104
=========

--------------(0.018)
1.045
--------------1.027
=========

0.005
=========

0.004
=========

Ratios
Net Asset Value is calculated by dividing the net assets by the number of outstanding units at reporting date.
Total Return, Growth of an Assumed Investment and Simple Return are based on the dividends paid to the
unitholders, and the growth in the Net Asset Value during the period. These ratios are based on, or affected by,
the price at which the units were purchased in the market, or the price for which units may be sold in the market.

30-09-2018
%

30-09-2017
%

10.61%

(1.79)%

Expense ratio (annualised):
(Expenses to average Net Asset Value)

1.83%

1.87%

Brokerage expense ratio (annualised):
(Brokerage expense to average Net Asset Value)

0.95%

0.87%

435.32%

369.12%

0.70%

0.78%

Simple return (not annualised):
[(Loss)/profit to opening Net Asset Value]

Portfolio turnover rate (annualised):
(Securities traded to average Net Asset Value)
Liability ratio:
(Liabilities to Net Asset Value)
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Definition of ratios
Simple return
Calculated by dividing the per unit after tax profit for the period, by the per unit NAV at the beginning of the
year. Or, calculated by dividing the sum of per unit dividends and change in the net asset value during the year,
by the per unit NAV at the beginning of the year.
Expense ratio
Expenses during the period (interest expenses + all Management and other expenses excluding brokerage
commissions), divided by average NAV amount [(opening NAV + closing NAV) ÷ 2] for the period.
Brokerage expense ratio
Brokerage commissions during the priod divided by average NAV amount for the period.
Portfolio turnover rate
Average of the price of assets bought and the price of the assets sold [(purchases + sales) ÷ 2], during the period,
divided by average NAV amount for the period.
Liability ratio
Liabilities at the end of the period, divided by the NAV amount at the end of the period.
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