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A’Sharqiya Investment

Holding Co. (SAOG)

Dear Shareholders,

It gives me great pleasure to welcome you to the Annual General Meeting of your company. On
behalf of the Board of Directors, | would like to present before you the Annual Report for the year
2020 along with the audited consolidated financial statements of A’Shargiya Investment Holding Co.
(SAOG) and its subsidiary, Qalhat Real Estate Investments & Services LLC (QREIS).

Investment Environment 2020

The World Economy was witness to a shock in 1H 2020 with severe contraction in economic activity
imposed by the pandemic induced lockdowns across countries, with the Service Sector more
severely affected relative to other sectors. The 2H 2020 saw economic activity partially bouncing
back due to partial release of lockdown restrictions and also aided by the swift monetary measures
implemented by central banks and fiscal support provided by respective governments, though this
varied across countries depending on the cushion available to central banks to absorb currency
losses and the governments to relax fiscal deficit targets- leading to the recovery being uneven.

The financial markets after witnessing a rapid decline in the 1Q 2020, rapidly increased in the
remaining of the year driven by ample liquidity thanks to the very low interest rate environment.
The GCC markets too witnessed a similar trend but the rebound was less profound than the
developed markets. The Qil Prices witnessed massive volatility for the most part of 1H 2020, but
increased post the agreement on production cuts among the major producing nations and the
rebound in economic activity led to further increase towards the later part of the year.

The economic environment has had significant negative impact on the operations of certain key
holdings due to the lockdowns in the markets where they operate. But we believe these companies
are strong enough to withstand the current scenario and recover with continuing ease in lockdown
restrictions and also the vaccine availability adding to the positive hopes for a turnaround later this
year.

The investment strategy of your company is to generate long-term shareholders wealth by
identifying investment opportunities that generate attractive sustainable long-term returns. Such a
strategy entails a vision that looks beyond the short-term volatilities in the market. The Company
also allocates a portion of its capital to investment opportunities that look attractive in the medium-
term. Selection of these opportunities is dictated by market conditions and other macroeconomic
factors impacting the investment environment. This opportunistic allocation is a strategy to
minimize the negative impact of volatilities in the market on our key holdings.

The portfolio holdings are continuously reviewed to ensure the operational performance and
progress of key milestones by the portfolio companies are on track with our long-term goals for the
portfolio.
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Performance for the year

In line with the investment environment, your company is constantly monitoring and continues to
take significant efforts to stay focused on adding value to its investee companies with a long term
perspective and to take advantage of attractive new investment opportunities.

For the full year ended December 31, 2020, your company generated an Operating Income of RO
1,165,014 as compared to RO 1,175,630 during the previous year 2019, reflecting a decrease of
13.5%. The profit after tax arising from the company’s operations during this period was RO 528,784
as compared to RO 504,036 during the previous year 2019, reflecting an increase of 4.9%.

The increase in the fair value of the company’s investment portfolio under the “available for sale”
investments was RO 758,312 for the year 2020 as compared to a decrease of RO 94,628 for the year
2019. The total comprehensive income for the year 2020 is RO 1,302,910 as compared to an income
of RO 316,358 in 2019.

The total assets of the company is RO 16,811,670 at the end of the year as compared to RO
15,927,077 at the end of 2019. The company’s Shareholder Funds increased by 7.5% to RO
12,937,539 at the end of 2020 compared to RO 12,035,289 at the end of 2019. The book value of the
company’s equity share was 144 Baizas on December 31, 2020, compared to 134 Baizas per share as
on December 31, 2019.

Outlook for 2021

The global GDP is estimated to have declined by 3.5% in 2020 and is projected to grow 5.5% in 2021
as per the IMF’s World Economic Outlook (WEQ) Update in January 2021. The IMF forecasts Oman’s
GDP to have declined 10.0% in 2020 and further decline 0.5% in 2021.

The Sultanate’s budget for 2021 estimates total revenues at OMR 8.64 billion, an increase of 2%
compared to actual revenues in 2020. Oil and gas revenues comprise 63% of revenues at an oil price
assumption of USD 45 per barrel which is below the actual realized oil price of USD 48 per barrel in
2020. The overall public spending is estimated at RO 10.88 billion leading to a fiscal deficit target of
RO 2.24 billion- development expenditure is estimated at RO 900 million. The 2021 budget deficit is
expected to be covered by external and domestic borrowing c.73%, while the balance ¢.27% will be
covered by drawing on the reserves.

The Sultanate of Oman’s budget for 2021 aims at fiscal sustainability, lower public debt, economic
diversification and higher economic growth. The forecasted deficit is the lowest since 2015. The
budget is based on guaranteeing the sustainability of basic social services such as health, housing,
education, & social security, and to ensure spending is maintained at 40% for these services.

The FY 2021 Oman budget represents the first year of the Tenth Five-Year Development Plan (2021-
2025). It takes into account Oman Vision 2040 priorities and fiscal framework and objectives to
achieve fiscal sustainability, and reduce the ratio of the size of public debt to GDP.
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The management continues to focus on identifying opportunities that will enhance shareholder’s
wealth.

The outlook for our investee companies will continue to remain challenging and aligned to the speed
of the recovery from the pandemic. We are confident about the recovery with improved availability
of vaccines later in the year allowing for gradual return to pre-pandemic level of economic activity.
The Company will continue to add value to its investee companies in the local market with a long-
term view, the Company is also focusing on opportunities in other markets in its constant effort to
achieve effective diversification of the portfolio.

Corporate Governance

| am pleased to confirm that the company is fully committed to the Capital Market Authority’s Code
of Corporate Governance for Public Listed Companies. The Board of Directors has established a fully
empowered Audit Committee which is effectively performing its role in accordance with the
aforementioned Code. A report on Corporate Governance and a Management Discussion and
Analysis forms part of the Annual Report. The Corporate Governance Report has been audited by the
statutory auditor whose report also include in the Annual Report.
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