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I had a dream the other night that [ won a
million dirhams and being a tvpical Dubai
lady, bought a car, some diamonds and yet
more shoes, Being a typical accountant, 1
next thought about how to invest the sizable
chunk of money remaining.

However, I am not your typical UAE
investor — my first poet of call is to consider
the fundamentals of the shares [ am
interested in. blend this with a little chart
analysis and then have a good look at the
environment. This is not day trading
lerritory, trying to second-guess the
emational tone of the day. Most likely T will
sell out if a stock is “running™, that is,
trending strongly upwards, when there
doesn’t seem to be a good reason,

The interesting result is that I then tend to
find mysell buying when most people are
selling! And you could say that the first
half of 2006 looked very interesting for this
activity. Trading on fundamentals is usually
a “buy and hold-for-at-least-some-time’
activity, although short-term gains can still
be made around key announcement points
such as AGMs and major projects.

Getting back to my dream, I have the cheque
book out ready to sign, but T am having
difficulty choosing which stock. Where is all
the financial data for me to analyse? Where
dar T look for price-sensitive information
released by the company to the market?

To the novice investor, the information
gathering stage is a critical aspect of leaming
how to make your way in the market,
Believe me the expents rarely purchase on
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“out feel” or “friends" advice™, s0 neither

should vou!

The UAE stock market environment is still
a developing market — both in terms of the
complexity of the laws, the application of
global best practices and the degree and
control of information dissemination. |
should note that, as the average retail
imvestor does not have access (o it, the
DIEX did not fall within the parameters of
my dream. Maybe if I'd won a million
dollars instead. ..

The dream continues with me sitting at the
computer, delving through the websites of
the Dubai Financial Market and Abu Dhahi
Stock Markets for current financial
information and latest news releases.
Thankfully, the market sites are much
improvedl over the recent vear in terms of the
content held, the tools available for charting

and the search facilities,

Sa let’s consider the normal types of
information used for investing and
fundamental analysis of UAE shares.

1) Eligibility

Considering the shares which were open 1o
expatriates only a short three vears ago, the
choice is now broader in terms of numbers
and industry sectors despite still being
limited to only roughly one third of the

companies listed.

Fortunately. identifying the companies open
to expatriate investments has been made
considerably easier as both the ADSM and
DEM now lists Ownership Percentages
either on their websites or in the monthly

bulleting respectively.

2) Trading Data
The ADSM and DFM provide plenty of

tracing data in terms of daily, monthly and

lomger period performance by market, sector
and individual shares. Helpfully, they also
calculate key performance indicators,
including Eamnings per Share (EPS),
Price/Earnings Ratio (PER) and Dividend
Yizld on cash dividends.

These itéms are vital for the investor to
determine average performance for industry
sectors, compare altermate investments
against cach other and the averages and
possibly benchmark local performances
against international investment
opportunities. Of course, each investor will
apply their own risk weighting to local
shares depending on how efficient and
strang they believe the alternate investment

regimes are in comparison.

A word of caution on the over-reliance on
statistics — ensure that you analyse the base
information, understand the terminology and
avoid averaging statistical data itself. For
example, the term “yield” can vary, is often
calenlated on par value (Shareholders
Equity) rather than the actual market price
you paid for the share and may not take into
account the dilution that bonus shares create.

3)Financial Reports

This is when the going gets tougher, As any
smart investor knows, it is vital to see the
full financial Notes attached to the Financial
Statemnents to be able to make sense of the
big picture numbers, The Notes are also
where contingencics and off balance sheet
items, interest rates, asset/liahility groupings
and general accounting policies are
described in detail.

Ideally. accounts should be prepared and
presented in an International Accounting
format (the IFRS regime). The whole
purpose of this format is 1o enable
investors/owners to trust that standardised







