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CHAIRMAN
DR GHASSAN AHMED AL SULAIMAN

CHAIRMAN'S MESSAGE

Let me start by congratulating the management and staff of VCBank for
their continued dedication and hard work, which have contributed to an
excellent performance by the Bank during the first nine months of 2008.

A separate report of our financial results is included in this issue, but | would just
like to highlight the importance of the Bank’s strong balance sheet and healthy
liquidity; and pay tribute to the continued confidence and encouragement of our
shareholders, and the loyalty and support of our clients and business partners.

During this period, VCBank launched additional unique and innovative deals

and projects (which are detailed in this issue) that serve to illustrate the Bank’s
differentiated business model, which has shielded us from the worst of the current
global financial crisis. Focused on the MENA region, our strategy involves targeting
attractive private equity opportunities; supporting fundamentally-sound and well-
managed small-to medium enterprises (SMEs); and initiating real estate projects
that are demand-driven and provide investors with sustainable value and long-term
returns.

However, given the current global financial crisis, and the potential impact on the
GCC and MENA markets, we recognise that we cannot afford to be complacent.
Accordingly, we have taken positive steps to ensure the continued growth and
profitability of our Bank. During November, the Board of Directors and the
Executive Management conducted a strategic workshop and brainstorming session,
which addressed critical issues such as global best practices, corporate governance,
risk monitoring and mitigation, competitive awareness, and solutions for addressing
the challenges posed by the ongoing market turmoil.

Finally, on behalf of the Board of Directors, | would like to extend my sincere wishes
to all stakeholders of the Bank on the occasion of Al Hijra New Year.

BOARD MEMBER &
CHIEF EXECUTIVE OFFICER
ABDULLATIF MOHAMED JANAHI

CHIEF EXECUTIVE’S UPDATE

Once again, the united contribution of all members of the VCBank team
has achieved excellent results for VCBank for the first nine months of
2008. This continued success would not have been possible without

the support of our Chairman and Board of Directors, the confidence

of our shareholders, the trust of our clients, and the loyalty of our
management and staff.

During this period, we continued to enhance the institutional capability of the
Bank in order to support the growth and development of our business activities.
The success of our ongoing recruitment of high calibre professionals has resulted
in the strengthening of key critical areas such as Treasury, Compliance, Risk
Management, Internal Audit and Operations. The Bank’s team now numbers 75
people, and is expected to reach 80 by the end of the year. We remain committed
to providing our staff with the relevant training and development to advance their
careers and to help them realise their full potential.

Given the current challenging market conditions, highlighted by unprecedented
uncertainty and lack of clarity, these notable developments will enable the Bank
to continue protecting the interests of all stakeholders, and to advancing our
ambitious strategic goals and business objectives.

The Bank’s excellent track record to date, supported by our differentiated business
model, has laid the foundations for our ongoing success. | am confident of our
ability to continue identifying and delivering unique, innovative and sustainable
investment opportunities to VCBank's strategic investors and loyal clients.

Let me conclude by wishing all stakeholders of the Bank a happy, healthy and
prosperous New Year.

VENTURE CAPITAL BANK ACHIEVES NET PROFIT OF US$ 39 MILLION
FOR THE FIRST NINE MONTHS OF 2008

Venture Capital Bank announced a net profit of US$ 39 million for the
nine months ended 30 September 2008. The results reflect the Bank’s
high performance and the effectiveness of its diversified investment
strategy through the implementation of the Board’s business plan.

The net profit for the third quarter of US$ 39 million reflects an increase of US$
7.5 million, constituting a 24 per cent growth compared to the half year results
ending 30 June 2008, which were US$ 31.5 million.

The Bank’s total assets for this period grew to reach US$ 233 million, a rise of 74.3
per cent compared to total assets of US$ 173 million for the corresponding period
in 2007. Significantly, total assets for the first nine months of 2008 have exceeded
total assets for the whole of 2007, which were US$ 222 million.

These results underscore the success of the Bank’s GCC and MENA-based strategic
focus, which is to target fundamentally strong and well-managed small to medium
enterprises across multiple industry sectors, in addition to selected real estate
theme projects with strong growth potential.
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US$ 200 MILLION
DIFAAF DEVELOPMENT

Reef Venture Holding, a newly-formed property
development company, in which Venture
Capital Bank holds a 10 per cent stake,
launched its first luxury residential project,
Difaaf, located on the exclusive Reef Island
development, during October 2008. Valued

at US$ 200 million, the Difaaf development

is a 16,000 square metres luxury waterfront
residential project consisting of two towers,
strategically located on the exclusive Reef
Island at the heart of Bahrain’s financial centre
and the capital city of Manama.

A self-contained master-planned community, Reef
Island incorporates comprehensive facilities, including
a shopping mall, fine-dining restaurants, a five-star
signature hotel, a gym and health spa, a private
beach and lagoon, and a private marina and yacht

Venture Capital Bank has initiated and launched a new concept

in the provision of professionally-managed, serviced office space
through a newly established company - The Lounge Serviced Offices
Company (The Lounge). Launched during the second quarter of
2008, the Company’s maiden business centre, situated on the sixth
floor of the Venture Capital Bank Building in Bahrain’s Diplomatic
Areq, is already over 60 per cent occupied.

The Lounge was established as part of Venture Capital Bank’s efforts and plans
to seed-finance and incubate promising business concepts targeting niche
segments of different domestic markets and securing success prerequisites

for these concepts prior to expanding them regionally as franchised business

11

club. Difaaf consists of two towers, one with 20 floors
and the other with 25 floors, housing 398 luxury 1, 2
and 3 bedroom apartments and 7 penthouses.

The development features a unique architectural
design and state-of-the-art amenities, including the
security and exclusivity of a private gated community,
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together with swimming pools, tennis court,
supermarket, and children’s playgrounds.

All apartments will offer residents both calming and
serene sea-views of the Arabian Gulf in addition to city
views of the Manama landscape. The development is
due to be completed by the end of 2010.

models. The Company’s name was carefully selected to reflect its vision

to create a professional, private yet friendly office environment that is
differentiated from other business centres. Occupying a total space of 1,200
square metres, The Lounge provides over 50 offices, which differ in size and
setup. These include executive offices, standard offices for either one or two
occupants, and virtual offices.

In addition to its strategic location, which is a mere walking distance away from
many of Bahrain’s key ministries and leading financial institutions, The Lounge
offers a number of facilities and unique advantages to its tenants.

The comprehensive range of facilities and services includes a ‘guide and

assist’ reception area; professional telephone answering service; fully-equipped
conference and meeting rooms and lounges; IT support including set-up

and troubleshooting assistance; reprographic facilities such as printing,
photocopying, scanning and facsimile; utilities including prayer rooms and
pantries; and on-site car parking for tenants and their visitors.

In addition, tenants enjoy access to a range of restaurants, cafes and retail
outlets that are conveniently located on the ground floor of Venture Capital
Bank Building, while five star hotels and a high-end shopping mall are situated
nearby.
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THE INCREASINGLY CRITICAL ROLE OF COMPLIANCE AND RISK MANAGEMENT

1" THE UNPRECEDENTED GLOBAL

FINANCIAL CRISIS, UNDERLINED
BY THE CRITICAL PROBLEMS

FACING MAJOR INTERNATIONAL
BANKING GROUPS, HAS SERVED

TO HIGHLIGHT THE IMPORTANCE
OF ADOPTING THE HIGHEST
STANDARDS OF CORPORATE
GOVERNANCE, PARTICULARLY IN
THE AREAS OF COMPLIANCE AND
RISK MANAGEMENT Y7

Since its establishment just over three years ago, VCBank has always placed

the highest importance on the continuous development of a sound corporate
governance framework. Particular priority has been given to ensuring full
compliance with the rules and regulations of the Central Bank of Bahrain (CBB),
and to adopting a proactive and professional approach to managing risk. During

2008, the Bank took steps to further strengthen its institutional capability to support

the rapid growth of its business activities.

The Compliance team, headed by Kubra Ali Mirza has recently been expanded
with the recruitment of Khalid Abduljalil Al Madani as the Deputy Compliance
Officer. This will help the department to broaden the scope of its activities,
including taking over responsibility for anti-money laundering policies and

procedures. Compliance is planning a new programme of weekly workshops to
increase awareness and understanding of CBB regulations, and to foster the culture
of individual responsibility for compliance. In October, the Bank recruited Tat Thong
Tan as Head of Risk Management. He has 17 years banking and financial services
experience in the GCC and Far East, of which 14 have been spent in the specific
areas of risk management and compliance.

Tat will be responsible for developing a fully integrated risk management framework
covering all areas of the Bank’s activities, and the adoption of a minimum risk
management standard for the whole organisation. Particular focus will be placed
on the Bank’s main risk exposures, which are investment risk, operational risk, and

capital management.

VCBANK'S NEW TREASURY
DEPARTMENT IS UP AND RUNNING

Having joined VCBank in June this year as Head of Treasury, Ahmed
Sultan, who has over 14 years’ experience in treasury and investment
activities, has wasted no time in building his team and developing the
department’s infrastructure. Hanadi Alfelaij and Dana Alghanem
recently joined him from other parts of the Bank, while SWIFT and
Bloomberg systems have been installed.

Given the current global financial crisis
and credit crunch, the team’s top
priority is the diligent and proactive
management of the Bank's liquidity.
The excellent three-year track record
of VCBank has enabled the Treasury
team to develop good interbank lines
with a number of leading Islamic
financial institutions. Apart from a small
portfolio of available-for-sales securities
in listed equities, and limited trading

in listed equities, the Bank places its

)

excess liquidity through money market
placements with reputable Sharia-
compliant banks.

This conservative approach, supported
by its differentiated business model,
diversified investment strategy, strong
liquidity, and no leveraging, means
that Venture Capital Bank is in a very
healthy state, and ideally positioned
to weather the current global financial
turmoil.

_—
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ESTABLISHMENT OF THE GERMAN ORTHOPAEDIC HOSPITAL IN BAHRAIN
BY VCBANK IS FIRMLY ON TRACK

Venture Capital Bank has made excellent progress in implementing the
establishment of the German Orthopaedic Hospital in Bahrain. This
dedicated centre of medical excellence will fill a large existing gap in the
healthcare market by offering first-class orthopaedic and rehabilitation
medical services at German standards by German surgeons and medical
professionals.

Progress to date includes the successful signing of all the relevant agreements
with German partners; obtaining preliminary approval from the Ministry of Health;
securing suitable premises for the initial operating phase of the hospital; and the
signing of a design and construction supervision contract. The new hospital is
planned to become operational during the second quarter of 2009.

The German Orthopaedic Hospital in Bahrain will initially focus on surgical and
conservative orthopaedics, sports medicine including physiological diagnostics for
professionals and pain therapy. It will target patients from Bahrain and the region
who travel to Germany for diagnosis and treatment of and rehabilitation from
orthopaedic-related illnesses. The availability of German standard service locally
will offer a more practical and significantly cost-reduced alternative.

The core medical team will comprise a carefully selected line-up of German
medical doctors and specialists in their respective fields of orthopaedics, including
surgeons, and anaesthetic and physiotherapy specialists. The team will be
managed by Dr. Heinz Réttinger, a world class orthopaedics surgeon, who has
repeatedly filled responsible positions during hospital start-ups in the past.

The establishment of a dedicated orthopaedics hospital is consistent with Bahrain’s
strategy to transform the nation into a regional destination for medical initiatives
and projects of a global nature. The new hospital is consistent with the idea of
transferring successful medical business models from developed countries to
Bahrain. It is envisaged that the German Orthopaedics Hospital will eventually play
a vital role in enhancing the healthcare sector by focusing on medical research and
development (R&D) and providing professional training for medical staff in various
disciplines of orthopaedic medicine and rehabilitation.

VCBank's strategic direction includes plans to expand the German Orthopaedic
Hospital over the next few years to include an integrated German medical project
with double the capacity compared to the first phase of the project. This will be
located in a site currently under study by the Bank to facilitate the future phases of
the project. These will include the establishment of a specialised centre for medical
analysis, an integrated medical complex specialising in orthopaedic surgery, and an
international centre for medical rehabilitation.

VCBANK'S TOTAL STAFF STRENGTH RISES TO 75

Between September and November this year, nine people

joined VCBank, bringing the total number of staff to 75. New
appointments in the areas of Risk Management, Internal Audit,
Financial Control, and Operations have further strengthened the
institutional capability of the Bank. This is a critical requirement,
given the growth in the Bank'’s business.

Also during this period, the Treasury team was expanded with the addition of
two new members who successfully transferred from other departments. This
illustrates the ability of VCBank, despite being a young and small financial
institution, to recruit from within, and to provide fulfilling alternative career
paths for staff.

New joiners

. CEO's Office: Hanadi Ebrahim Ahmed.

. Compliance: Khalid Abduljalil Al Madani.

. Investment Placement: Khalid Hassan Abdulghani.

. Operations: Hassan Yousef Murad and Juhaina Ali Al Qaed.

. Financial Control: Mohammed Abdulrahim Al Kooheji and Jomy Aricatt
. Internal Audit: Vivek Shenoy.

. Risk Management: Tat Thong Tan.

NOo b W=
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NEW LABOUR ACCOMMODATION PROJECT AT JEBEL ALI GETS UNDERWAY

Jebel Ali Development Company has been
formed to develop three strategically located
labour and staff accommodation complexes
within the Jebel Ali Industrial Area in the
UAE. The AED 400 million project will provide
high quality accommodation and supporting
amenities for over 4,500 workers. Ground
breaking for the project has already started,
with a planned completion date of April 2010.

This follows the successful private placement
for Jebel Ali Labor Housing Limited,
established to enable potential investors,
alongside the Bank, to acquire 100% of the
shares in Jebel Ali Development Company.
The projected return on investment is
approximately 45% over the anticipated 18
month investment period.

This project differentiates itself by concentrating on a
segment of the real estate market with high demand
- low supply characteristics, thereby enabling investors
to further diversify their realty sector investments.

Jebel Ali is situated 35 kilometres southwest of the city
of Dubai and is part of the Emirate of Dubai in the

UAE. Its port of Mina Jebel Ali has the world’s largest
man-made harbour with 67 berths and an extensive
dry-dock capability. Jebel Ali is the biggest port in the
Middle East and is home to the eighth largest seaport
in the world.

Dubai World Central International Airport, currently

under construction in Jebel Ali, will be the world’s
largest passenger and cargo hub. Jebel Ali Free Zone,
the only free zone in the world to be located between
two such major logistics enablers, combined with air
and sea ports and Palm Jebel Ali, have positioned
Jebel Ali strategically on the UAE and regional map.

The new hospital will become one of the most advanced Women’s and
Children’s hospitals in Bahrain and the rest of the region as well as the
one of the most comfortable and luxurious. The hospital is planned

to be at the medical forefront, with technology supporting the most
advanced surgical and diagnostic procedures.

The initial focus of the Hospital will be the provision of comprehensive maternity
services, extending to pre-natal and post-natal care, in addition to gynecology. The
Royal Maternity Hospital aims to fill an existing gap in regional markets for a world-
class hospital dedicated towards serving the needs of women and children.

The Royal Maternity Hospital will be based on the tried and tested models of the
United Kingdom, and as such will fill an existing gap in the regional markets for a
world-class hospital dedicated towards serving the specific needs of women and
children.

The Maternity Hospital is designed as an exclusive retreat, where women can seek
the highest levels of tailored medical services in a serene and relaxed environment.
The Maternity Hospital will be located in a strategic and exclusive location in the
centre of the main island of the Kingdom of Bahrain, offering both privacy and
convenient access.

The Royal Maternity Hospital will be managed by a team of leading medical
professionals from the United Kingdom with extensive experience in the field of
women'’s healthcare and pediatrics. To address cultural sensitivities unique to the
regional societies, the Maternity Hospital will seek to attract predominantly female
medical professionals.
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JEDDAH CITY CENTRE REJUVENATION PROJECT IS WELL ON TRACK

Jeddah Old City District Rejuvenation project
witnessed lately some major developments.
The master plan of the project was approved
by Jeddah Municipality and the Governor of
Makkah Region HRH Prince Khalid Al Faisal.

The project aims to develop the old city centre,

the waterfront area and the historical areaq,
covering an area of 6 square kilometres. The
master plan was developed by a strategic
consortium led by the Urban Development
Company (Saudi Arabia), and including Sirqj
Capital (Saudi Arabia) and the Commercial
Real estate Company (State of Kuwait) and
Venture Capital Bank. Urban Development
Company supervised the development of the
master plan with aid of leading international
engineering and planning consultants. The
Masterplan, which has been finally approved
and blessed by the King and Custodian of
the Two Holy Mosques, was inaugurated in
October 2008 during Makkah Region projects
exhibition.

Through these positive developments the consortium
was formally appointed as the project master
developer. The consortium recently invited the land
owners in the project area and presented to them

a full overview about the project and its objectives,
features and benefits which form part of the overall
strategic framework to develop Makkah Region. His
Royal Highness Prince Khalid Al Faisal attended the
presentation and emphasised on the importance of
the participation of the land owners in the project
due to its great financial, environmental and
developmental benefits. The challenging project
entails the rejuvenation of one of the oldest areas
of Jeddah City, covering an area of over six million
square metres, and which faces serious problems of
decaying properties and outdated amenities in need
of preservation.

In a previous development, Solidere International,

a UAE based company, has taken a 33.3 per cent
stake in the consortium that includes VCBank, which
is responsible for the rejuvenation of the old district
of Jeddah City, Saudi Arabia. Solidere International
is an affiliate of Solidere, the Lebanese Company
responsible for the Development and Reconstruction
of Beirut Century District s.a.l., a project that gained
an excellent international reputation and success.

The project area is the heart of the city of Jeddah and
includes the historical region that contains unique art
and architecture stock of Arabic and Islamic heritage.

The project’s objectives will be achieved through
a unique partnership between the public and
private sectors and through an economical model
that handsomely rewards the land owners and

shareholders alike. It is envisaged that this project will
be a model for development projects in the Middle
East, and will change the format, the attractiveness
and effectiveness of the city centre as well as achieve
attractive returns to the land owners and shareholders.

Venture Capital Bank supported the project financially
from the outset, as well as the strategic alliance in
achieving the desired objectives to date, through

an effective participation in the strategic alliance.

The Bank looks forward to the future to continue its
support for this unique project, as well as supporting
some of the projects and initiatives resulting from this
project, whether in real estate development or in the
area of business development, where it expects that
some small and medium projects will emerge from
this project, such as those related to the maintenance
of historic buildings.
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VENTURE CAPITAL BANK
SPONSORS AIESEC CONFERENCE

v

Venture Capital Bank has sponsored the Youth Forum which was

held under the auspices of the Young Arab Leaders in cooperation

with AIESEC. The program aims to empower young Bahrainis to
participate in the leadership of actual companies and employers to
meet and identify the concepts of leadership and challenges facing the
recruitment of graduates.

The conference witnessed a large presence of companies in addition to very high
number of students from various disciplines. The students were introduced to the
working environment and were informed about the important role they play in
building the future.
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VCBank joined a select delegation of Bahrain-based banks to the 2008
annual meeting of the World Bank and the IMF in Washington DC
earlier this year.

Under the banner of the Bahrain Bankers’ Association, the delegation sponsored
a special Welcome Reception, organised by the National US - Arab Chamber of

Commerce, for distinguished participants from the Arab World in the 2008 World
Bank - IMF meeting.

The reception provided an ideal opportunity for networking and identifying new
business opportunities.

VCBank has signed a one-year sponsorship agreement with
the Bahrain Chapter of the international Entrepreneurs’
Organization (EO).

The Bank'’s sponsorship will enable EO Bahrain to improve activities and
events for its members. A non-profit organisation, EO was founded 20
years ago by a group of young energetic entrepreneurs. It now has 6,600
members in 108 Chapters in 38 countries around the world. Members
have a common desire to grow their businesses, and to learn from others
by sharing experiences.
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VC BANK SUPPORTS
CAREER EXPO 2008

Venture Capital Bank provided support for the Career Expo exhibition
held in October 2008. The aim of this national exhibition is to guide
secondary schools students to the careers with high demand in the
market.

Venture Capital Bank’s participation aimed to familiarize university students and
job seekers in particular and community members in general about the skills
required by the different professions in various parts of the Bank, and also provided
guidance and assistance to those who wish to develop themselves.
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VCBank sponsored the “Business Exchange Forum: Bahraini and American Experiences” that was organised earlier

this year in the Kingdom by the Bahrain Businesswomen’s Society.

The Forum attracted 120 participants, with representatives from the government and the public and private sectors in Bahrain, as well as
a number of international guests. The two-day event provided an excellent forum for sharing different business experiences of Bahraini
and US delegates, debating topical issues, and for discussing the impact of new ideas and new ways of thinking on doing business.
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