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Fund Objective
To provide high total returns through investments primarily in US Dollar
denominated debt securities issued by Arab governments.  

This document does not constitute an offer to sell, or a solicitation of an offer to purchase, subscribe for or otherwise invest in, Shares in the above mentioned Fund and is not intended to provide advice on
the merits of investing in this Fund. The value of Shares in the above Fund may fall as well as rise and investors may not receive back the amount originally invested. Past performance is not a guide to
future performance. All prospective investors should read the final Information Memorandum of the Fund prior to making any decision to invest in the Fund. Investors are advised to obtain appropriate
independent professional advice before making any investments.
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Performance Analysis Since Inception

Exempted company incorporated in the Cayman Islands
Registration number CR116236
Fund license number 5447

Adjusted*
 NAV

115.45

The Fund Manager's Overall Outlook & Strategy

The Arab Income Fund's NAV rose to 115.45, up 1.6% month on month. For
the year, TAIF returned 12.08%.  

2003 eventually produced the first sustained recovery in world wealth and global
risk appetite since March 2000, with risky assets (emerging market bonds +22.1%,
emerging market equities +55.8%, developed equities +28.6% and high yield
corporate bonds +27%) strongly outperforming safer assets (bonds +1.4%).

On a risk-adjusted basis, however, low grade credit, and especially US high yield,
was the star performer of 2003. For the year as a whole world wealth posted a
total return of 22%. Global government bond yields hit 40-year lows in June,
before suffering a brutal sell-off in the summer. The dollar was weak throughout
the year, losing 16.5%, 10.5% and 18.7% percent against the euro, the yen and
the Canadian dollar, respectively. 

TAIF had another solid year returning just over 12% in 2003. The result is
significantly more impressive when one realizes that Arab debt is quickly climbing
the credit curve and TAIF has maintained an investment grade rating 3 notches
above EM bonds throughout the year, making TAIF increasingly less "risky".
Bahrain, Qatar, Saudi Arabia, Tunisia, and Jordan all received upgrades of
one notch or more while Egypt was the only exception with a local currency
downgrade in 2003.

Our outlook for 2004 is slightly contrarian and more risk averse than the general
market consensus. We feel safer assets will perform better than expected. The US
dollar will be critical in determining long term interest rate levels, as will
improvements in general economic conditions in the US, which we feel are
susceptible to further weakness as fiscal efforts to stimulate the economy lose
their current momentum. Arab debt, backed by improving credit worthiness and
economic fundamentals, should have a positive year. 

We would like to take this opportunity to announce our decision to distribute USD 
10.3 per share in dividends, or 10% of Dec 03 NAV, and to wish you all a
happy, healthy and prosperous 2004.


