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Kingdom of Bahrain

ndependent auditors repart

To the Shareholders of
National Bank of Bahrain B.S.C.

P.O. BOX 106, Manama
Kingdom of Bahrain

Report on the Audit of the Consolidated Financial Statements

We have audited the consolidated financial statements of National Bank of Bahrain B.S.C. (the “Bank”) and its subsidiaries
(together the “Group”), which comprise the consolidated statement of financial position as at 31 December 2025, the
consolidated statements of profit or loss, comprehensive income, changes in equity and cash flows for the year then ended,
and notes, comprising material accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at 31 December 2025, and its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with IFRS Accounting Standards as issued by the International Accounting Standards
Board (IFRS Accounting Standards).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditors’ responsibilities for the audit of the consolidated financial statements section of
our report. We are independent of the Group in accordance with the International Ethics Standards Board for Accountants’
International Code of Ethics for Professional Accountants (including International Independence Standards) (IESBA Code), as
applicable to audits of the consolidated financial statements of public interest entities, together with the ethical requirements
that are relevant to audits of the consolidated financial statements of public interest entities in the Kingdom of Bahrain. We
have also fulfilled our other ethical responsibilities in accordance with these requirements and the I[ESBA Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

© 2026 KPMG Fakhro, a Bahrain partnership registered with the Ministry of Industry and Commerce (MOIC), Kingdom of Bahrain and is a member firm of the KPMG global
organization of independent member firms affiliated with KPMG international Limited, a private English company limited by guarantee. All rights reserved



KkPmG!

Independent auditors’ report (continued)
National Bank of Bahrain B.S.C.

Impairment of loans and advances to customers

Refer to the use of estimates and management judgment in note 2(d), impairment policy in the note 2f(x), note 7 and
disclosures of credit risk in note 3 of the consolidated financial statements

The key audit matter

How the matter was addressed in our audit

We focused on this area because:

e of the significance of loans and advances to
customers representing 51% of total assets
(by value);

* impairment of loans and advances to customers
involves:

o  complex estimates and judgement over
both timing and recognition of
impairment including susceptibility to
management bias;

o wuse of statistical models and
methodologies for determination of
expected credit losses. The Group
exercises significant judgments and
makes a number of assumptions in
developing its ECL models which is
determined as a function of the
assessment of the probability of default
(“PD"), loss given default (“LGD”), and
exposure at default (“EAD”) associated
with the underlying financial assets; and

o complex disclosure  requirements
regarding credit quality of the portfolio
including explanation of key judgments

Our audit procedures, amongst others, to address significant risks
associated with impairment of loans and advances to customers

included:

Evaluating the appropriateness of the accounting
policies adopted based on the requirements of IFRS 9,
our business understanding, and industry practice.
Confirming our understanding of management’s
processes, systems and controls implemented, including
controls over expected credit loss (“ECL”) model
development.

Controls testing

We performed process walkthroughs to identify the key systems,
applications and controls used in the ECL processes. We tested the
relevant General IT and application controls over key systems
used in the ECL process. Key aspects of our control testing
involved the following:

Performing detailed credit risk assessment for a sample
of performing and non-performing loans to test controls
over credit rating and its monitoring process;

Testing the design and operating effectiveness of the key
controls over the completeness and accuracy of the key
inputs and assumptions elements into the IFRS 9 ECL
models;

Testing controls over the transfer of data between
underlying source systems and the ECL models that the
Group operates;

and  material inputs used in . . . .
L . e Testing controls over the modelling process, including

determination of expected credit o L

losses: governance over model monitoring, validation and

e The need to measure ECLs on an unbiased
forward-looking basis incorporating a range of
economic conditions. Significant management
judgment is applied in determining the economic
scenarios used and the probability weighting
applied to them; and

e Adjustments to the ECL model results are made
by management to address known impairment
model limitations or emerging trends or risks.

approval;

Testing key controls relating to selection
implementation of material economic variables; and
Testing controls over the governance and assessment of
model outputs and authorisation and review of post
model adjustments and management overlays including
selection of economic scenarios and the probability
weights applied to them.

and

Test of details
Key aspects of our testing involved:

Sample testing over key inputs and assumptions
impacting ECL calculations including economic forecasts
and weights to confirm the accuracy of information
used;
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Independent auditors’ report (continued)
National Bank of Bahrain B.S.C.

e Re-performing key aspects of the Group’s significant
increase in credit risk (“SICR”) determinations and
selecting samples of financial instruments to determine
whether a SICR was appropriately identified;

e Re-performing key elements of the Group’s model
calculations and assessing performance results for
accuracy; and

e Selecting a sample of post model adjustments and
management overlays in order to assess the
reasonableness of the adjustments by challenging key
assumptions, testing the underlying calculation and
tracing a sample back to source data.

Use of specialists

For the relevant portfolios examined, we have involved KPMG
specialists to assist us in assessing IT system controls and
challenging key management assumptions used in determining
expected credit losses. Key aspects of their involvement include:

e  We involved our information technology specialists to
test controls over the IT systems and recording of data
in source systems;

e We involved our credit risk specialists in:

o evaluating the appropriateness of the Groups’
ECL methodologies (including the staging
criteria used);

o re-performing the calculations of certain
components of the ECL model (including the
staging criteria);

©  evaluating the appropriateness of the Group’s
methodology for determining the economic
scenarios used and the probability weighting
applied to them; and

o evaluating the overall reasonableness of the
management economic forecast by comparing
it to external market data and our
understanding of the underlying sector and
macroeconomic trends.

Disclosures

Assessed the adequacy of the Group’s disclosure in relation to
use of significant estimates and judgment and credit quality of
loans and advances to customers by reference to the
requirements of relevant accounting standards.

Other Information

The board of directors is responsible for the other information. The other information comprises the annual report but does
not include the consolidated financial statements and our auditors’ report thereon. Prior to the date of this auditors’ report, we
obtained the Board of Directors’ report which forms part of the annual report, and the remaining sections of the annual report
are expected to be made available to us after that date.
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Independent auditors’ report (continued)
National Bank of Bahrain B.S.C.

Our opinion on the consolidated financial statements does not cover the other information and we do not and will not express
any form of assurance conclusion thereon as part of our engagement to audit the consolidated financial statements.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we have obtained prior to the date of this auditors’
report, we conclude that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

Responsibilities of Board of Directors for the Consolidated Financial Statements

The board of directors is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with {FRS Accounting Standards, and for such internal control as the board of directors determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the consolidated financial statements, the board of directors is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the board of directors either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

— Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the board of directors.

— Conclude on the appropriateness of the board of directors’ use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditors’ report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date
of our auditors’ report. However, future events or conditions may cause the Group to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.
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Independent auditors’ report (continued)
National Bank of Bahrain B.S.C.

— Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business units within the Group as a basis for forming an opinion on the Group financial statements. We are
responsible for the direction, supervision and review of the audit work performed for purposes of the group audit. We
remain solely responsible for our audit opinion.

We communicate with the board of directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical requirements regarding
independence, and communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the board of directors, we determine those matters that were of most significance in the
audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe these
matters in our auditors’ report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Regulatory Requirements
As required by the Commercial Companies Law 2001 (as amended) and Volume 1 of the Central Bank of Bahrain (CBB) Rule
Book, we report that:
a) the Bank has maintained proper accounting records and the consolidated financial statements are in agreement
therewith;
b) the financial information contained in the Board of Directors’ report is consistent with the consolidated financial
statements;
c) we are not aware of any violations during the year of the Commercial Companies Law 2001 (as amended), the CBB
and Financial Institutions Law No. 64 of 2006 (as amended), the CBB Rule Book Volume 1, applicable provisions of
Volume 6 and CBB directives, the CBB Capital Markets Regulations and associated resolutions, the Bahrain Bourse
rules and procedures or the terms of the Bank’s memorandum and articles of association that would have had a
material adverse effect on the business of the Bank or on its financial position; and
d) satisfactory explanations and information have been provided to us by management in response to all our requests.

The engagement partner on the audit resulting in this independent auditors’ report is Jalil AlAali.

£et

KPMG Fakhro
Partner Registration Number 100
17 February 2026



National Bank of Bahrain B.S.C.

Consolidated Statement of Financial Position

As at 31 December

Assets

Cash and balances at central banks

Treasury bills

Placements with banks and other financial institutions
Loans and advances to customers

Investment securities

Investment in associates

Interest receivable and other assets

Property and equipment

Goodwill and other intangible assets

Note

© © N OO O A

10
11
12

Total assets

Liabilities

Due to banks and other financial institutions
Borrowings under repurchase agreements
Customer deposits

Interest payable and other liabilities

13
14
15
16

Total liabilities

Equity

Share capital

Treasury shares

Shares unallocated under share incentive scheme
Share premium

Statutory reserve

General reserve

Other reserves and retained earnings

20
20
20
21
21
21
21

Equity attributable to the shareholders of the Bank

Non-controlling interest

Total equity

Total liabilities and equity

2025 2024
BHD millions USD millions BHD millions USD millions
198.5 526.5 184.8 490.2
10.0 26.5 196.1 520.2
800.7 2,123.9 625.9 1,660.2
3,186.2 8,451.5 3,020.0 8,010.6
1,751.1 4,644.8 1,167.6 3,097.1
39.6 105.0 441 117.0
168.7 447.5 158.3 419.9
71.5 189.7 74.3 1971
50.3 133.4 51.1 135.5
6,276.6 16,648.8 5,5622.2 14,647.8
941.2 2,496.6 579.7 1,537.7
609.2 1,615.9 384.8 1,020.7
3,966.2 10,520.4 3,743.8 9,930.5
159.8 423.9 216.9 575.3
5,676.4 15,056.8 4,925.2 13,064.2
226.6 601.1 226.6 601.1
(4.2) (11.1) (2.5) (6.6)
(0.6) (1.6) (0.5) (1.3)
16.9 44.8 15.1 40.1
113.3 300.5 113.3 300.5
324 85.9 32.4 85.9
200.6 532.1 199.4 528.9
585.0 1,551.7 583.8 1,548.6
15.2 40.3 13.2 35.0
600.2 1,592.0 597.0 1,583.6
6,276.6 16,648.8 5,622.2 14,647.8

The consolidated financial statements were approved by the board of directors on 17 February 2026 and signed on its behalf by:

L=
———— - .

Mrs. Hala Ali Husain Yateem

The accompanying notes 1 to 49 are an integral part of these consolidated financial statements.

Yusuf Alirera

Mr. Yusuf Abdulla Yusuf Alireza

Chairperson Vice Chairperson

6

TSN

Mr. Usman Ahmed

Group Chief Executive Officer



National Bank of Bahrain B.S.C.

Consolidated Statement of Profit or Loss

For the year ended 31 December

Interest income

Interest expense

Note
23
23

Net interest income
Net fee and commission income

Other income

24
25

Total operating income

Staff expenses
Depreciation, amortisation and equipment expenses

Other operating expenses

26
27
27

Total operating expenses

Profit before results of associates, impairment
and tax

Share of profits of associates, net

Net impairment losses on financial instruments

Profit before tax

Tax expense

Profit for the year

Attributable to:
Shareholders of the Bank

Non-controlling interest

Basic and diluted earnings per share attributable
to the shareholders of the Bank

41

L=
———— - .

Mrs. Hala Ali Husain Yateem

Yusuf Alirera

Mr. Yusuf Abdulla Yusuf Alireza
Chairperson Vice Chairperson

2025

BHD millions USD millions

2024
BHD millions  USD millions

307.1 814.6 308.2 817.5
(166.1) (440.6) (164.8) (437.1)
141.0 374.0 143.4 380.4
13.8 36.6 15.4 40.8
45.0 119.4 32.9 87.3
199.8 530.0 191.7 508.5
54.9 145.6 52.3 138.7
23.5 62.3 21.7 57.6
28.0 74.3 27.2 721
106.4 282.2 101.2 268.4
93.4 247.8 90.5 240.1

2.2 5.8 14 3.7
(8.0) (21.2) (8.6) (22.8)
87.6 232.4 83.3 221.0
(0.4) (1.1) (0.3) (0.8)
87.2 231.3 83.0 220.2
85.1 225.7 81.9 217.3

21 5.6 1.1 2.9
87.2 231.3 83.0 220.2

38 fils 10 cents 36 fils 10 cents

The accompanying notes 1 to 49 are an integral part of these consolidated financial statements.

L

Mr. Usman Ahmed
Group Chief Executive Officer



National Bank of Bahrain B.S.C.

Consolidated Statement of Comprehensive Income

For the year ended 31 December 2025 2024
BHD millions USD millions  BHD millions USD millions

Profit for the year 87.2 231.3 83.0 220.2
Other comprehensive income:
Items that are or may be reclassified subsequently to profit or loss:
Cash flow hedges:

Net change in fair value (0.7) (1.9) - -
Fair value through other comprehensive income (debt instruments)

Net change in fair value 9.0 23.9 13.6 36.0

Net amount transferred to profit or loss (5.5) (14.6) (9.5) (25.2)
Items that will not be reclassified to profit or loss:
Net change in fair value of equity instruments at FVOCI (5.3) (14.1) 5.0 13.3
Total other comprehensive income for the year (2.5) (6.7) 9.1 241
Total comprehensive income for the year 84.7 224.6 92.1 244.3
Attributable to:
Shareholders of the Bank 82.7 2193 91.0 241.4
Non-controlling interest 2.0 5.3 1.1 2.9
Total comprehensive income for the year 84.7 224.6 92.1 244.3

The accompanying notes 1 to 49 are an integral part of these consolidated financial statements.



National Bank of Bahrain B.S.C.

Consolidated Statement of Changes in Equity

For the year ended 31 December 2025

Other reserves and retained earnings

Share Treasury Unallocated Share Statutory General Fair value Cash flow Donation and Retained Total Non- Total equity
capital shares shares premium reserve reserve reserve hedge charity earnings owners' controlling BHD usD
reserve reserve equity interest millions millions
Bal at 31 D ber 2024 226.6 (2.5) (0.5) 15.1 113.3 324 35.3 - 14.2 149.9 583.8 13.2 597.0 1,583.6
2024 appropriations:

Cash dividend at 25% - - - - - - - - - (56.2) (56.2) - (56.2) (149.1)

Transfer to donations and charity reserve - - - - - - - - 2.0 (2.0) - - - -
2025 appropriations:

Cash dividend at 10% - - - - - - - - - (22.6) (22.6) - (22.6) (59.9)
Bal after 2024 and 2025 appropriations 226.6 (2.5) (0.5) 15.1 113.3 324 35.3 - 16.2 69.1 505.0 13.2 518.2 1,374.6
Employee shares assigned - - (0.1) 1.8 - - - - - - 1.7 - 1.7 4.5
Movement in treasury shares - 1.7 - - - - - - - - 1.7) - 1.7) (4.5)
Comprehensive income for the year:

Profit for the year - - - - - - - - - 85.1 85.1 21 87.2 231.3

Other comprehensive income - - - - - - (1.7) (0.7) - - (2.4) (0.1) (2.5) (6.7)
Total comprehensive income for the year - - - - - - (1.7) (0.7) - 85.1 82.7 2.0 84.7 224.6
Utilisation of donation and charity reserve - - - - - - - - (2.4) - (2.4) - (2.4) (6.4)
Other movements - - - - - - - - - (0.3) (0.3) - (0.3) (0.8)
Balance at 31 December 2025 (notes 20-22) 226.6 (4.2) (0.6) 16.9 113.3 324 33.6 (0.7) 13.8 153.9 585.0 15.2 600.2 1,592.0
The appropriations for the year 2025 will be submitted to the shareholders at the annual general meeting. These appropriations include BHD 79.0 million for cash dividend at 35% (2024: 35%) and BHD 0.5 million for donations and contributions.

For the year ended 31 December 2024 Other reserves and retained earnings
Share Treasury Unallocated Share Statutory General Fair value Donation and Retained Total Non- Total equity
capital shares shares premium reserve reserve reserve charity earnings owners' controlling BHD usD
reserve equity interest millions millions
Balance at 31 December 2023 226.6 - (0.9) 13.6 113.3 32.4 28.5 13.4 138.1 565.0 12.2 577.2 1,5631.1
2023 appropriations:

Cash dividend at 20% - - - - - - - - (45.2) (45.2) - (45.2) (119.9)

Transfer to donations and charity reserve - - - - - - - 4.0 (4.0) - - - -
2024 appropriations: -

Cash dividend at 10% - - - - - - - - (22.7) (22.7) - (22.7) (60.2)
Balance after 2023 and 2024 appropriations 226.6 - (0.9) 13.6 113.3 32.4 28.5 17.4 66.2 4971 12.2 509.3 1,351.0
Employee shares assigned - - 0.4 1.5 - - - - - 1.9 - 1.9 5.0
Movement in treasury shares - (2.5) - - - - - - - (2.5) - (2.5) (6.6)
Comprehensive income for the year:

Profit for the year - - - - - - - - 81.9 81.9 1.1 83.0 220.2

Other comprehensive income - - - - - - 9.1 - - 9.1 - 9.1 241
Total comprehensive income for the year - - - - - - 9.1 - 81.9 91.0 1.1 92.1 244.3
Utilisation of donation and charity reserve - - - - - - - (3.2) - (3.2) - (3.2) (8.5)

Disposal of equity securities - - - - - - (0.1) - 0.1 - - - -
Reclassification of equity securities - - - - - - (2.2) - 2.2 - - - -
Other movements - - - - - - - - (0.5) (0.5) (0.1) (0.6) (1.6)
Balance at 31 December 2024 (notes 20-22) 226.6 (2.5) (0.5) 15.1 113.3 32.4 35.3 14.2 149.9 583.8 13.2 597.0 1,683.6

Unallocated shares are shares that remain unallocated to employees under the employee share incentive scheme.

The accompanying notes 1 to 49 are an integral part of these consolidated financial statements.



National Bank of Bahrain B.S.C.

Consolidated Statement of Cash Flows

For the year ended 31 December 2025 2024

Note BHD millions USD millions BHD millions USD millions
Cash flows from operating activities
Profit for the year 87.2 231.3 83.0 220.2
Adjustments to reconcile profit for the year to net cash from

operating activities:

Depreciation and amortisation 10.9 28.9 10.0 26.5
Amortisation of right-of-use leased property 1.9 5.0 1.9 5.0
Fair value loss / (gain) of investment property 0.6 1.6 (0.7) (1.9)
Net impairment losses on financial instruments 17 8.0 21.2 8.6 22.8
Share of profits of associates, net (2.2) (5.8) (1.4) (3.7)
Profit for the year after adjustments 106.4 282.2 101.4 268.9
Changes in operating assets and liabilities
Balances with central banks (mandatory cash reserves) (9.6) (25.5) (12.2) (32.4)
Treasury bills 186.7 495.2 (0.6) (1.6)
Placements with banks and other financial institutions (3.8) (10.1) (15.8) (41.9)
Loans and advances to customers (180.7) (479.3) (497.0) (1,318.3)
Investment securities (565.0) (1,498.7) (5.4) (14.3)
Interest receivable and other assets (58.8) (156.0) (31.9) (84.6)
Due to banks and other financial institutions 361.6 959.2 (91.3) (242.2)
Borrowings under repurchase agreements 2244 595.2 (75.9) (201.3)
Customer deposits 222.2 589.4 239.0 634.0
Interest payable and other liabilities (17.2) (45.6) 52.5 139.3
Net cash from / (used in) operating activities 266.2 706.0 (337.2) (894.4)
Cash flows from investing activities
Dividends received from associates 0.8 21 0.1 0.3
Capital reduction of associates 1.0 2.7 0.7 1.9
Net investment in associates - - (6.3) (16.7)
Purchase of property and equipment, net (7.7) (20.4) (11.3) (30.0)
Net cash used in investing activities (5.9) (15.6) (16.8) (44.5)
Cash flows from financing activities
Dividends paid (78.8) (209.0) (68.0) (180.4)
Net investment in treasury shares (0.6) (1.6) - -
Donations and charities paid (2.8) (7.4) (3.7) (9.8)
Payment of lease liabilities (2.4) (6.4) (2.4) (6.4)
Net cash used in financing activities (84.6) (224.4) (74.1) (196.6)
Net increase / (decrease) in cash and cash equivalents 175.7 466.0 (428.1) (1,135.5)
Cash and cash equivalents at 1 January 4 664.8 1,763.4 1,092.9 2,898.9
Cash and cash equivalents at 31 December 4 840.5 2,229.4 664.8 1,763.4

The accompanying notes 1 to 49 are an integral part of these consolidated financial statements.



Notes to the consolidated financial statements
For the year ended 31 December 2025

1. REPORTING ENTITY

The National Bank of Bahrain B.S.C., a public shareholding company, was incorporated in the Kingdom of
Bahrain by an Amiri decree in January 1957. The Bank is licensed by the Central Bank of Bahrain (CBB) as
a conventional retail bank.

The overseas branches in United Arab Emirates and Kingdom of Saudi Arabia operate under the laws of
those respective countries.

The Bank’s registered address is National Bank of Bahrain B.S.C., P.O.Box 106, NBB Tower, Government
Avenue, Manama, Kingdom of Bahrain. The shares of the Bank are listed on the Bahrain Bourse, Manama,
Kingdom of Bahrain.

The consolidated financial statements include the results of the Bank and its subsidiary (together the
Group). The Bank holds 78.8% of the share capital of Bahrain Islamic Bank B.S.C. (BISB) which operates
under an Islamic retail banking license issued by the CBB and listed on Bahrain Bourse. The Group is
principally engaged in providing retail and wholesale commercial banking services, treasury and investment
activities, and investment advisory services.

2. MATERIAL ACCOUNTING POLICIES

a. Statement of compliance

The consolidated financial statements have been prepared in accordance with IFRS Accounting Standards
as issued by the International Accounting Standards Board (IFRS Accounting Standards), and in conformity
with the requirements of the Commercial Companies Law and the Central Bank of Bahrain and Financial
Institutions Law 2006.

b. Basis of preparation

The consolidated financial statements of the Group are presented in Bahraini Dinar (BHD) being the
functional currency of the Group. The US Dollar (USD) amounts are presented for the convenience of the
reader. The Bahraini Dinar has been translated to US Dollar at the rate of BHD 0.377 to USD 1 (2024: BHD
0.377 to USD 1).

The consolidated financial statements have been prepared on the historical cost convention except for
financial instruments classified as fair value through profit or loss, fair value through other comprehensive
income investments and derivative financial instruments which are measured at fair value. The principal
accounting policies applied in the preparation of these financial statements have been consistently applied
to all the years presented.

i) Adoption of new accounting standards and amendments to standards

There are no new standards or amendments to standards which became effective as of 1 January 2025
that were relevant and had a material impact on the consolidated financial statements.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
b. Basis of preparation (continued)
ii) New and amended accounting standards issued but not yet effective

The following new standards, amendments and interpretations to standards are effective for annual periods
beginning after 1 January 2026 and earlier application is permitted. The Group has not early adopted any of
these standards in preparing these consolidated financial statements.

A. Amendments to the classification and measurement of financial instruments — amendments to
IFRS 9 Financial Instruments and IFRS 7 Financial Instruments: disclosures

The new amendments are more permissive in terms of classification and measurement and apply to all
contingent features, not just ESG-linked features. While the amendments may allow certain financial assets
with contingent features to meet the SPPI criterion, the Group may need to perform additional work to prove
this. Judgement will be required in determining whether the new test is met.

Classifying financial assets with a contingent feature

The amendments introduce an additional SPPI test for financial assets with contingent features that are not
related directly to a change in basic lending risks or costs — e.g. where the cash flows change depending on
whether the borrower meets an ESG target specified in the loan contract. Under the amendments, certain
financial assets including those with ESG-linked features could now meet the SPPI criterion, provided that
their cash flows are not significantly different from an identical financial asset without such a feature.

The amendments also include additional disclosures for all financial assets and financial liabilities that have
certain contingent features that are:

- notrelated directly to a change in basic lending risks or costs; and

- are not measured at fair value through profit or loss.

Contractually linked instruments (CLIs) and non-recourse features

The amendments clarify the key characteristics of CLIs and how they differ from financial assets with non-
recourse features. The amendments also include factors that a company needs to consider when assessing
the cash flows underlying a financial asset with non-recourse features (the ‘look through’ test).

Disclosures on investments in equity instruments
The amendments require additional disclosures for investments in equity instruments that are measured at
fair value with gains or losses presented in other comprehensive income (FVOCI).

Recognition and derecognition of financial assets and financial liabilities

The amendments address the recognition and derecognition of financial assets and financial liabilities,
including an exception relating to the derecognition of financial liabilities that are settled using an electronic
payment system. The Group does not expect any significant impact on the adoption of this standard.

B. IFRS 18 Presentation and Disclosure in Financial Statements

The standard requires a more structured income statement and greater disaggregation of information. It
also makes management-defined performance measures part of the audited financial statements for the
first time. This will bring more credibility to certain key performance indicators. The Group is in the process
of assessing the impact on its consolidated financial statements for adopting this standard.

c. Foreign currencies

i) Foreign currency transactions:

Foreign currency transactions are initially recorded at rates of exchange prevailing at the value date of the
transactions. Monetary assets and liabilities in foreign currencies are translated to respective functional
currencies at the rates of exchange prevailing at the statement of financial position date. Realised and
unrealised exchange gains or losses are recognised in the statement of profit or loss and included in other
income.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
c. Foreign currencies (continued)

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retranslated into the functional currency at the spot exchange rate at the date that the fair value was
determined. Foreign currency differences arising on retranslation are recognised in the statement of profit
or loss, except for differences arising on the retranslation of fair value through other comprehensive income
equity instruments which are recognised directly in other comprehensive income as part of fair value
changes.

ii) Foreign operations:

The assets and liabilities of the overseas branches are translated into Bahraini Dinar at the spot exchange
rate at the reporting date. The income and expenses of these overseas branches for the year are translated
into Bahraini Dinar at average exchange rates. Differences resulting from the translation of the opening net
investment in these overseas branches are recognised in other comprehensive income.

d. Use of estimates and management judgement

The Group’s consolidated financial statements and its financial results are influenced by accounting
policies, assumptions, estimates and management judgement, which necessarily have to be made in the
course of preparation of the financial statements.

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities. All
estimates and assumptions required in conformity with IFRS are best estimates undertaken in accordance
with the application of the standards. Estimates and judgements are evaluated on a continuous basis, and
are based on past experience and other factors, including expectations with regard to future events.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure the fair value of the financial instruments.

The Group reviews its loan portfolios to assess impairment at least on a quarterly basis in order to
determine whether an impairment loss should be recorded in the statement of profit or loss.

The Group has an internal credit rating model that uses qualitative and quantitative factors that are
indicative of risk of default. These factors vary depending on the nature of the exposure and the type of
borrower. The credit grades are calibrated such that the risk of default increases at each higher risk grade.
Exposures are subject to ongoing monitoring, which may result in an exposure being moved to a different
credit risk grade. The Group also uses external credit ratings for certain exposures. Internal or external
credit ratings are a primary input into the determination of the non-retail PD term structure used for
expected credit loss (ECL) computations.

When determining whether the risk of default on a financial instrument has increased significantly since
initial recognition, the Group considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative information and
analysis, based on the Group’s historical experience and expert credit assessment and includes forward-
looking information.

In determining whether credit risk has increased significantly since initial recognition the following criteria
are considered:

I.  Downgrade in risk rating according to the approved ECL policy.
Il. Facilities restructured during the previous twelve months.
Ill.  Facilities overdue by 30 days as at the reporting date subject to rebuttal in applicable circumstances.

The Group makes judgements as to whether there is any observable data indicating an impairment trigger
followed by measurable decrease in the estimated future cash flows from a portfolio of loans before the
decrease can be identified with that portfolio. This evidence may include observable data indicating that
there has been an adverse change in the payment status of borrowers in a group, or national or local
economic conditions that correlate with defaults on assets in the Group. Management uses estimates
based on historical loss experience for assets within credit risk characteristics and objective evidence of
impairment similar to those in the portfolio to assess impairment.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
d. Use of estimates and management judgement (continued)

The Group employs statistical models to incorporate macro-economic indicators on historical default rates
for the computation of ECL. In the case that none of defined macro-economic parameters are statistically
significant, qualitative overlays shall be used by management after analysing the portfolio as per the
diagnostic tool as stated under relevant procedure. Incorporating forward looking information increases the
level of judgment as to how changes in these macro-economic indicators will affect the ECL applicable to
stages 1 and 2 exposures which are considered as performing. The methodologies and assumptions
involved, including any forecasts of future economic conditions, are reviewed at least annually.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised, if the revision affects only that
period or in the period of the revision and future period if the revision affects both current and future
periods.

The Group reviews its goodwill and intangibles on an annual basis to determine whether an impairment loss
should be recorded in the statement of profit or loss, where assumptions and judgements are made in
computing the recoverable value. Further details on impairment of non-financial assets are included in note
2g.

e. Accounting for income and expenses
i) Interest income and expenses are recognised in the statement of profit or loss on an accrual basis using
the effective interest rate method.

The effective interest rate method is a method of calculating the amortised cost of a financial asset or
liability and of allocating the interest income or interest expense over the expected life of the asset or
liability. The effective interest rate is the rate that exactly discounts estimated future cash flows through the
expected life of the financial asset or liability or, where appropriate, a shorter period, to the net carrying
amount of the financial asset or liability. The application of the effective interest rate method has the effect
of recognising interest income and interest expense evenly in proportion to the amount outstanding over the
period to maturity or repayment. In calculating the effective interest rate, cash flows are estimated taking
into consideration all contractual terms of the financial instrument but excluding future credit losses.

i) Fees and commissions that are integral to the effective interest rate of a financial asset or liability are
included in the calculation of the effective interest rate. Other fees and commissions are recognised as the
related services are performed or received, and are included in fee and commission income.

iii) Dividend income is recognised when the right to receive a dividend is established.

iv) Short term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related services are provided. A provision is recognised for the amount expected to be paid under short-
term cash bonus or profit sharing plans if the Group has a present legal or constructive obligation to pay
this amount as a result of past service provided by the employee and the obligation can be estimated
reliably.

The Group has different retirement benefit schemes for its employees in Bahrain and its overseas
branches, which are in accordance with the relevant labour laws of the respective countries. The retirement
benefit scheme is in the nature of a ‘Defined Contribution Plan’ for employees who are covered by the
social insurance pension schemes in Bahrain and the overseas branches. Other employees are entitled to
leaving indemnities payable in accordance with the employment agreements or under the respective labour
laws, based on length of service and final remuneration. This liability is provided for on the basis of the cost
had all such employees left at the statement of financial position date. The cost of providing these
retirement benefits is charged to the statement of profit or loss.

The Group has a voluntary employees saving scheme. The Group and the employees contribute monthly
on a fixed percentage of salaries basis to the scheme. The scheme is managed and administered by a
board of trustees who are the employees of the Group. The Group’s share of contribution to this scheme is
charged to the statement of profit or loss.

v) Other expenses are recognised in the period in which they are incurred on an accrual basis.
14



Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
f. Financial assets and liabilities

i. Recognition and initial measurement

The Group initially recognises financial assets and liabilities on the date on which they are originated. A
financial asset or financial liability is measured initially at fair value plus, for an item not at FVTPL,
transaction costs that are directly attributable to its acquisition or issue.

ii. Classification
On initial recognition, a financial asset is classified as measured at: amortised cost, FVOCI or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

- The asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding (SPPI).

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not
designated as at FVTPL:

- The asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding (SPPI).

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably elect to
present subsequent changes in fair value in other comprehensive income. This election is made on an
investment-by-investment basis.

All other financial assets are classified as measured at FVTPL.

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates
or significantly reduces an accounting mismatch that would otherwise arise.

Business model assessment

The Group makes an assessment of the objective of a business model in which an asset is held at a

portfolio level because this best reflects the way the business is managed and information is provided to

management. The information considered includes:

- the stated policies and objectives for the portfolio and the operation of those policies in practice. In
particular, whether management’s strategy focuses on earning contractual interest revenue,
maintaining practical interest rate profile, realising cash flows through the sale of the assets;

- how the performance of the portfolio is evaluated and reported to the Group’s management;

- the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed; and

- the frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not considered in
isolation, but as part of an overall assessment of how the Group’s stated objective for managing the
financial assets is achieved and how cash flows are realised.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value
basis are measured at FVTPL.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
f. Financial assets and liabilities (continued)

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, principal is defined as the fair value of the financial asset on initial
recognition. Interest is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic
lending risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Group
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition. In making the assessment, the Group considers:

- contingent events that would change the amount and timing of cash flows;
- leverage features;
- prepayment and extension terms;

- terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse asset
arrangements); and

- features that modify consideration of the time value of money — e.g. periodical reset of interest rates.

The Group holds a portfolio of long-term fixed-rate loans for which the Group has the option to propose to
revise the interest rate at periodic reset dates. There reset rights are limited to the market rate at the time of
revision. The borrowers have an option to either accept the revised rate or redeem the loan at par without
penalty. The Group has determined that the contractual cash flows of these loans are SPPI because the
option varies the interest rate in a way that is consideration for the time value of money, credit risk, other
basic lending risks and costs associated with the principal amount outstanding.

The Group classifies its financial liabilities, other than financial guarantees, as measured at amortised cost.
iii. Reclassifications

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
Group changes its business model for managing financial assets.

iv. Customer deposits
Customer deposits are initially recognised at their fair value and subsequently measured at their amortised
cost using the effective interest rate method.

v. Financial guarantees

Financial guarantees are contracts that require the Group to make specified payments to reimburse the
holder for a loss it incurs because a specific debtor fails to make payment when due in accordance with the
contractual terms.

Financial guarantees are initially recognised at fair value (which is the premium received on issuance). The
premium received is amortised over the life of the financial guarantee. The guarantee liability (the notional
amount) is subsequently carried at the higher of this amortised amount and the present value of any
expected payment (when a payment under the guarantee has become probable). The unamortised portion
of the premium on these financial guarantees is included under other liabilities.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
f. Financial assets and liabilities (continued)

vi. Derivative financial instruments

All derivative financial instruments are initially recognised at cost, being the fair value at contract date, and
are subsequently re-measured at their fair values. Fair values are obtained from quoted market prices in
active markets including recent market transactions, and valuation techniques including discounted cash
flow models and option pricing models as appropriate. Changes in the fair value of derivative financial
instruments that do not qualify for hedge accounting are recognised in same statement of profit or loss line
as the underlying item. In the case of fair value hedges that meet the criteria for hedge accounting, any gain
or loss arising from remeasuring the hedging instruments to fair value as well as the related changes in fair
value of the item being hedged are recognised in the statement of profit or loss under other income.

The Group designated certain derivatives as hedging instruments to hedge variability in fair values
associated with interest rates.

In the case of cash flow hedges that meet the criteria of hedge accounting, the portion of the gain or loss on
the hedging instrument that is determined to be an effective hedge is recognised directly in equity and the
ineffective portion, if any, is recognised in the statement of profit or loss.

All derivative financial instruments are recognised in the statement of financial position as either assets
(positive fair values) or liabilities (negative fair values).

vii. Repos and reverse repos

Where securities are sold subject to a commitment to repurchase them at a specified future date (repo) and
at a predetermined price, they are not derecognised and the consideration received is classified as
borrowings under repurchase agreements. The difference between the sale and repurchase price is treated
as an interest expense and accrued over the life of the repo agreement using the effective yield method.
Conversely, securities purchased under a commitment to resell them at a specified future date (reverse
repo) and at a predetermined price are not recognised on the statement of financial position and the
consideration paid is recorded in placements with banks and other financial institutions. The difference
between the purchase and resale price is treated as an interest income and accrued over the life of the
reverse repo agreement using the effective interest rate method.

viii. Cash and cash equivalents

Cash and cash equivalents comprise cash, balances at central banks excluding mandatory cash reserves,
placements with banks and other financial institutions that mature within three months of the date of
placement, and short-term highly liquid investments that are readily convertible to cash and which are
subject to an insignificant risk of change in value and mature within three months of the date of acquisition
and are used by the Group in the management of its short term commitments.

ix. 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 Group has access at that date. The fair value of a liability reflects
its non-performance risk.

When available, the Group measures the fair value of a financial instrument using quoted market prices in
an active market for that instrument. This includes listed equity and debt securities. A market is regarded as
active if quoted prices are readily and regularly available and represent actual and regularly occurring
market transactions on an arm’s length basis.

For unlisted debt securities, the fair value is based on brokers quotes, recent arm’s length transactions
between knowledgeable, willing parties (if available) and discounted cash flow analyses with accepted
economic methodologies for pricing financial instruments. For unlisted equity securities, fair value is based
on the net asset value of the underlying assets given the nature of their balance sheet or is based on a
valuation determined by using the discounted cash flow methodology.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
f. Financial assets and liabilities (continued)

x. Identification and measurement of impairment

The Group recognises loss allowances for ECL on the following financial instruments that are not measured
at FVTPL:

- Financial assets including loans and advances to customers, debt instruments and balances with banks;
- Financial guarantee contracts issued; and

- Loan commitments issued.

No impairment loss is recognised on equity investments.

The Group measures loss allowances at an amount equal to lifetime ECL, except for the following, for

which they are measured as 12-month ECL:

- debt investment securities that are determined to have low credit risk at the reporting date; and

- other financial instruments on which credit risk has not increased significantly since their initial
recognition.

The Group assumes that the credit risk on an exposure subject to credit risk has increased significantly if it
is 30 days past due or more, has been restructured due to a decrease in creditworthiness, or has
experienced a rating downgrade since initial recognition.

The Group considers an exposure subject to credit risk to be in default when:

- the borrower is unlikely to pay its credit obligations to the Group in full without recourse by the Group
such as realising security, if any is held; or

- the financial asset is 90 days past due or more.

The Group applies a three-stage approach to measuring ECL on exposures subject to credit risk.
Exposures migrate through the following three stages based on the change in credit quality since initial
recognition.

Stage 1: 12-month ECL

Stage 1 includes exposures subject to credit risk on initial recognition, exposures that do not have a
significant increase in credit risk since initial recognition or exposures that have low credit risk. 12-month
ECL is the portion of ECL that results from probable default events on a financial instrument within 12
months after the reporting date.

Stage 2: Lifetime ECL - not credit impaired

Stage 2 includes exposures subject to credit risk that have had a significant increase in credit risk since
initial recognition but that do not have objective evidence of impairment. For these assets, lifetime ECL is
recognised. Lifetime ECL is a probability-weighted estimate of credit losses and is determined based on the
difference between the present value of all cash shortfalls. The cash shortfall is the difference between all
contractual cash flows that are due to the Group and the present value of the recoverable amount at the
reporting date.

Stage 3: Lifetime ECL - credit impaired

Stage 3 includes exposures subject to credit risk that have objective evidence of impairment at the reporting
date in accordance with the indicators specified in the CBB’s rule book. For these assets, lifetime ECL is
recognised.

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Group is exposed to credit risk.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)

f. Financial assets and liabilities (continued)

x. Identification and measurement of impairment (continued)
i) Measurement of ECL

ECL is a probability-weighted estimate of credit losses. It is measured as follows:

- Exposures subject to credit risk that are not credit-impaired at the reporting date: as the present value of
all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the
contract and the cash flows that the Group expects to receive);

- Exposures subject to credit risk that are credit-impaired at the reporting date: as the difference between
the gross carrying amount and the present value of estimated future cash flows;

- Undrawn loan commitments: as the present value of the difference between the contractual cash flows
that are due to the Group if the commitment is drawn down and the cash flows that the Group expects to
receive; and

- Financial guarantee contracts: the expected payments to reimburse the holder less any amounts that the
Group expects to recover.

The key parameters to measure the ECL are the following:
- Probability of default (PD);

- Loss given default (LGD);

- Exposure at default (EAD).

PD defines the probability that the borrower will default on its obligations in the future. The PD estimation is
based on a transition matrix approach, gross flow analysis and net flow analysis with application of
regression analysis for incorporation of macro-economic factors. These statistical models are based on
internally compiled data comprising both quantitative and qualitative factors.

LGD is the magnitude of the likely loss if there is a default. The Group estimates LGD parameters based on
the actual recoveries of the defaulted accounts over a defined period. In case of insufficient recovery
information, a proxy LGD based on industry practice is used. The 3 essential blocks for LGD estimation are:

1- Cure rate: defined as the ratio of accounts which have fallen to default and have managed to move
backward to the performing accounts.

2- Recovery rate: defined as the ratio of liquidation value (forced sale value) to market value of the
underlying collateral at the time of default. The recovery rate will also account for expected recovery from a
general claim on the customer’s assets for the unsecured portion of the exposure.

3- Discounting rate: defined as the opportunity cost of the recovery value not being realised on the day of
default (i.e. time value of money). Discounting rate is accounted for by discounting back the recoveries to
the time of default using the effective interest rates (EIR) i.e., the same rate used to recognise the interest
income, or a portfolio approximation in case granular data is not available. Discount factor shall be
calculated based upon the discounting rate.

The EAD for on-balance sheet items represents the exposure outstanding at the time of default. The EAD
estimation of off-balance sheet exposures is calculated by applying the credit conversion factor (CCF) to
the nominal amount of the off-balance sheet instrument. The EAD for revolving credit lines is the sum of
outstanding on-balance sheet item and the undrawn off-balance sheet amount post CCF.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
f. Financial assets and liabilities (continued)
x. Identification and measurement of impairment (continued)

The following table compares the ECL (stages 1 and 2) used by the Group against alternative scenarios
(Best:Base:Worst) which apply a more conservative weighting to the base case or worst case:

Actual mix Scenario 1 Scenario 2

As at 31 December 2025 (15:70:15) (10:60:30) (10:50:40)

BHD millions BHD millions BHD millions

Loans and advances to customers 24.3 26.7 28.0

Investments, nostros, and placements 0.2 0.2 0.2

Contingent liabilities and undrawn loan 0.7 0.9 1.0
commitments

Actual mix Scenario 1 Scenario 2

As at 31 December 2024 (15:70:15) (10:60:30) (10:50:40)

BHD millions BHD millions BHD millions

Loans and advances to customers 30.0 33.1 34.9

Investments, nostros, and placements 0.1 0.1 0.1

Contingent liabilities and undrawn loan 0.7 0.8 0.9

commitments

ii) Credit-impaired exposures

At each reporting date, the Group assesses whether exposures subject to credit risk are credit-impaired. An
exposure subject to credit risk is credit-impaired when one or more events that have detrimental impact on
the estimated future cash flows of the exposures have occurred.

Evidence that an exposure subject to credit risk is credit-impaired includes the following observable data:

- Significant financial difficulty of the borrower or issuer;

- A breach of contract such as a default;

- The restructuring of a financing facility by the Group on terms that the Group would not consider
otherwise; or

- Itis becoming probable that the borrower will enter bankruptcy or other financial reorganisation.

iii) Presentation of allowance for ECL in the statement of financial position

Loss allowances for ECL are presented in the statement of financial position as a deduction from gross
carrying amount of exposures subject to credit risk. Loss allowances for ECL on financing commitments and
financial guarantee contracts are presented as a provision under other liabilities.

iv) Write off

Financing asset exposures are either fully or partially written off when there is no expectation for further

recovery. Indicators that there is no reasonable expectation of recovery include (i) borrower insolvency or
(ii) all possible recovery options have been exhausted.
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Notes to the consolidated financial statements
For the year ended 31 December 2025

2. MATERIAL ACCOUNTING POLICIES (continued)
f. Financial assets and liabilities (continued)

If the amount to be written off is greater than the accumulated loss allowance, the difference is first treated
as an addition to the allowance that is then applied against the gross carrying amount. Any subsequent
recoveries are credited to other income.

xi. Derecognition of financial assets and liabilities
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is derecognised when:

- The rights to receive cash flows from the asset have expired; or

- The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the
asset; or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

If the terms of the financial assets are renegotiated or modified or an existing financial asset is replaced
with a new one due to financial difficulties of the borrower, then an assessment is made of whether the
financial asset should be derecognised. If the cash flows of the renegotiated asset are substantially
different, then the contractual rights to cash flows from the original financial asset are deemed to have
expired. In this case, the original financial asset is derecognised and the new financial asset is recognised
at fair value. The impairment loss before an expected restructuring is measured as follows:

- If the expected restructuring will not result in derecognition of an existing asset, then the estimated cash
flows arising from the modified financial asset are included in the measurement of the existing asset
based on their expected timing and amounts discounted at the original effective interest rate of the
existing financial asset.

- If the expected restructuring will result in derecognition of the existing asset, then the expected fair value
of the new asset is treated as the final cash flow from the existing financial asset at the time of
derecognition. This amount is discounted from the expected date of derecognition to the reporting date
using the original effective interest rate of the existing financial asset.

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled, or
expire.

g. Impairment of non-financial assets

At each statement of financial reporting period, the Group reviews the carrying amounts of its non-financial
assets to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the assets is estimated in order to determine the
extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset
belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount.
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2. MATERIAL ACCOUNTING POLICIES (continued)
g. Impairment of non-financial assets (continued)

An impairment loss is recognised in the statement of profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease. Where an
impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, such that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised in the
statement of profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
reversal of the impairment loss is treated as a revaluation increase.

h. Investment in associates

Associates are those entities in which the Group has significant influence, but not control or joint control,
over their financial and operating policies. Significant influence is presumed to exist when the Group holds
between 20 and 50 percent of the voting power of another entity. Associates are accounted for using the
equity method and are recognised initially at cost, which includes the transaction costs. The financial
statements of the Group include its share of the income and expenses and equity movements of
associates,after adjustments to align the accounting policies with those of the Group, from the date that
significant influence commences until the date that significant influence ceases. On cessation of significant
influence, even if an investment in an associate becomes an investment in a joint venture, the entity does
not re-measure the retained interest. When the Group’s share of losses exceeds its interest in an associate,
the carrying amount of that interest is reduced to nil and the recognition of further losses is discontinued
except to the extent that the Group has an obligation or has made payments on behalf of the associate.

i. Leases

At the inception of the contract, the Group assesses whether a contract is, or contains, a lease. A contract
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for the period
of time in exchange for consideration. To assess whether a contract conveys the right to control the use of
an identified asset, the Group assesses whether:

- the contract involves the use of an identified asset, this may be specified explicitly or implicitly, and
should be physically distinct or represent substantially all of the capacity of a physically distinct asset. If
the supplier has a substantive substitution right, then the asset is not identified;

- the Group has the right to obtain substantially all of the economic benefits from use of the asset
throughout the period of use; and

- the Group has the right to direct the use of the asset. The Group has this right when it has the decision-
making rights that are most relevant to changing how and for what purpose the asset is used. In rare
cases where the decision about how and for what purpose the asset is used is predetermined, the
Group has the right to direct the use of the asset if either:

- the Group has the right to operate the asset; or

- the Group designed the asset in a way that predetermines how and for what purpose it will be used.

At inception or on reassessment of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices.
However, for the leases of land and buildings in which it is a lessee, the Group has elected not to separate
non-lease components and to account for the lease and non-lease components as a single lease
component.
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2. MATERIAL ACCOUNTING POLICIES (continued)
i. Leases (continued)

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-
of-use asset is initially measured at cost, which comprises:

- the amount of the initial measurement of the lease liability;

- any lease payment made at or before the commencement date, less any lease incentives received;

- any initial direct cost incurred by the lessee; and

- estimated cost to dismantle and to remove the underlying asset, or to restore the underlying asset

or the site on which it is located.

The right-of-use asset is subsequently depreciated using the straight line method from the commencement
date to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The
estimated useful lives of right-of-use assets are determined based on the lease term.
Lease liability is measured as the present value of the future lease payments that are not paid at the
commencement date. The lease payments are discounted based on the Group’s incremental borrowing
rate. Lease liability comprises the following:

- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a rate, initially measured using the index or rate as
at the commencement date;

- amounts expected to be payable under residual value guarantees;

- the exercise price of a purchase option if the Group is reasonably certain to exercise that option;

- lease payments in an optional renewal period if the Group is reasonably certain to exercise an
extension option; and

- penalties for early termination of a lease unless the Group is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when
there is a change in future lease payments arising from a change in an index or rate, if there is a change in
the Group’s estimate of the amount expected to be payable under a residual value guarantee, or if the
Group changes its assessment of whether it will exercise a purchase, extension or termination option.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities for short-term leases that

have a lease term of 12 months or less and for leases of low-value assets. The Group recognises the lease
payments associated with these leases as an expense on a straight-line basis over the lease term.
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2. MATERIAL ACCOUNTING POLICIES (continued)

j- Property and equipment

Property and equipment are initially recorded at cost and subsequently stated at cost less accumulated
depreciation and impairment losses. Land is not depreciated and is stated at cost at the date of acquisition.
Where an item of property and equipment comprises major components having different useful lives, they
are accounted for separately. The cost of an item of property and equipment comprises its purchase price
and any costs directly attributable to bringing the asset to the location and condition necessary for it to be
put to its intended use. Depreciation is charged to the statement of profit or loss on a straight-line basis over
the estimated useful lives of the property and equipment. The estimated useful lives are as follows:

Buildings 20 to 40 years
Furniture and equipment 3 to 15 years
Software 5 years

The residual value and the useful life of property and equipment are reviewed periodically and, if
expectations differ from previous estimates, the change is recognised prospectively in the statement of
profit or loss over the remaining estimated useful life of the property and equipment.

Software is amortised on a straight-line basis in profit or loss over its estimated useful life, from the date on
which it is available for use.

k. Goodwill and other intangibles

The Group accounts for business combinations using the acquisition method when control is transferred to
the Bank. The consideration transferred in the acquisition is generally measured at fair value, as are the
identifiable net assets acquired. Transaction costs are expensed as incurred.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred,
and the amount recognised for non-controlling interests and any previous interest held over the net
identifiable tangible and intangible assets acquired and liabilities assumed.

After initial recognition, goodwill and other intangibles are measured at cost less any accumulated
impairment losses. For the purpose of impairment testing, goodwill acquired in a business combination is,
from the acquisition date, allocated to each of the Group’s cash-generating units that are expected to
benefit from the combination, irrespective of whether other assets or liabilities of the acquiree are assigned
to those units. Further details on impairment of non-financial assets is included in note 2g.

Where goodwill has been allocated to a cash-generating unit (“CGU”) and part of the operation within that
unit is disposed of, the goodwill associated with the disposed operation is included in the carrying amount of
the operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances is
measured based on the relative values of the disposed operation and the portion of the cash-generating
unit retained. Intangibles with indefinite useful lives are subject to impairment testing at least on an annual
basis, while those with definite useful lives are amortised.

I. Other provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation.

m. Off-setting
Financial assets and financial liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Group currently has a legally enforceable right to set-off the recognised
amounts and the Group intends either to settle on a net basis or to realise the asset and settle the liability
simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS, or for gains and
losses arising from a group of similar transactions such as in the Group’s trading activity.
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2. MATERIAL ACCOUNTING POLICIES (continued)

n. Settlement date accounting

All “regular way” purchases and sales of financial assets except for derivatives and assets classified as fair
value through profit or loss are recognised on the settlement date i.e. the date the Group receives or
delivers the asset. Regular way purchases and sales are those that require delivery of assets within the
time frame generally established by regulation or convention in the market place. Derivative and assets
classified as fair value through profit or loss transactions are recognised on trade date, representing the
date the Group contracts to purchase or sell.

o. Proposed appropriations
Dividends and other proposed appropriations are recognised as a liability in the period in which they are
approved by the shareholders.

p- Remuneration policy
Board of Directors - The remuneration of the Board of Directors is approved by the shareholders. In
addition, directors are paid nominal fees for attending meetings of the sub-committees of the Board.

Employees - The remuneration primarily consists of monthly salaries and allowances. The Group also has a
discretionary bonus scheme based on the net income for the year and considering the employees’
performance during the year.

The above is in compliance with the sound remuneration practices regulation of the Central Bank of
Bahrain.

q. Segment reporting

An operating segment is a component of the Group that engages in business activities from which it may
earn revenue and incur expenses, including revenues and expenses that relate to transactions with any of
the other components of the Group. All operating results of the operating segments are reviewed regularly
by the Chief Executive Officer to make decisions about resource allocation and assess its performance, and
for which discrete financial information is available.

r. Earnings per share

The Group presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Group by the weighted average
number of ordinary shares outstanding during the year. Diluted earnings per share is determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

s. Income tax liability

The Group’s operations in Bahrain is not liable to income tax. The Group’s Saudi Arabia and United Arab
Emirates branches are subject to income tax in accordance with the Saudi and UAE Income Tax Law.
Income tax, if any, is charged to the statement of profit or loss.

t. Repossessed property

In certain circumstances, property is repossessed following the foreclosure on loans and advances to
customers that are in default. Repossessed properties are measured at the lower of their carrying amount
and their fair value less costs to sell and are recognised within other assets.

u. Investment property

Properties held for rental or capital appreciation purposes are classified as investment properties.
Investment properties are initially measured at cost, being the fair value of the consideration given and
acquisition charge. Subsequently, investment properties are measured at fair value with any changes
therein recognised within other income in the statement of profit or loss.

v. Assets under management

The Group acts as a trustee / manager and in other capacities that result in holding or placing of assets on
behalf of a trust or other institution. These assets and income arising thereon are not included in the
Group’s financial statements as they are not assets of the Group.
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2. MATERIAL ACCOUNTING POLICIES (continued)

w. Employee share-based payment transactions

All share awards are released to the benefit of the employee after a six-month retention period from the
date of vesting. The number of equity share awards is linked to the Bank’s share price as per the rules of
the Bank’s share incentive scheme and is representative of the award fair value at the grant date. The fair
value of the share awards is recognised as an expense in the consolidated statement of profit or loss, with
a corresponding credit to retained earnings over the vesting period.

3. FINANCIAL RISK MANAGEMENT

The Group is exposed to the following types of risks:
credit risk

liquidity risk

market risk

operational risk

Risk management framework

The overall authority for risk management in the Group is vested with the Board of Directors. The Board
authorises appropriate credit, liquidity, market, and operational risk policies based on the recommendation
of the Board Risk Committee and Management of the Group. The Group has established various
committees that review and assess all risk issues. Approval authorities are delegated to different
functionaries in the hierarchy depending on the amount, type of risk and nature of operations or risk. The
Risk division of the Group provides the necessary support to Senior Management and the business units in
all areas of risk management. The Risk division functions independent of the business units and reports
directly to the Board Risk Committee and administratively to the Group Chief Executive Officer.

The Board Risk Committee is responsible for identifying and monitoring risks within the framework of the
risk appetite established by the Board of Directors including reviewing and reporting its conclusions and
recommendations to the Board on the Group’s current and future risk appetite, the Group’s risk
management framework as well as the Group’s risk culture.

The Group’s risk management policies are established to identify and analyse the risk faced by the Group,
to set appropriate limits and controls, and to monitor risk and adherence to limits. Risk management policies
and systems are reviewed regularly to reflect changes in market conditions and the Group’s activities. The
Group, through its training and management standards and procedures, aims to develop a disciplined and
constructive control environment in which all employees understand their roles and obligations.

Credit risk

Credit risk represents the potential financial loss as a consequence of a customer’s inability to honour the
terms and conditions of a credit facility. Such risk is measured with respect to counterparties for both on-
balance sheet assets and off-balance sheet items.

The Group has well laid out procedures, not only to appraise but also to regularly monitor credit risk. Credit
appraisal is based on the financial position of the borrower, performance projections, market position,
industry outlook, external ratings (where available), track record, account conduct, repayment sources and
ability, tangible and intangible security, etc. Regular reviews are carried out for each account and risks
identified are mitigated in a number of ways, which include obtention of collateral, counter-guarantees from
shareholders and/or third parties.

The Credit Risk Department of the Group independently analyses risks and puts forth its recommendations
prior to approval by the appropriate authorities for facilities falling outside pre-approved product criteria. In
addition to rigorous credit analysis, the terms and conditions of all credit facilities are strictly implemented by
the Credit Administration Department. An internal grading system and annual review process supports the
identification of any deterioration in credit risk and consequent implementation of corrective action.
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3. FINANCIAL RISK MANAGEMENT (continued)

The Group uses an internal risk rating system that has 10 risk rating grades with “+” or “-“ modifiers
resulting in a 22-point scale. The system takes into account the financial strength of a borrower as well as
qualitative aspects to arrive at a comprehensive snapshot of the risk of default associated with the
borrower. Risk ratings assigned to each borrower are reviewed at least on an annual basis. The internal risk
rating grades range from 1 (highest quality with minimal credit risk) to 10 (lowest quality, typically in default
with little prospect for recovery of principal or interest). For categories from 2 to 7, the Group uses modifiers
'+' or '-' to show relative standing within these major rating categories. Regular monitoring of the portfolio
enables the Group to identify accounts, which witness deterioration in risk profile. Retail credit facilities
which are granted based on pre-defined criteria such as salary assignment, maximum repayment obligation
as a percentage of salary etc., are excluded from this rating system.

The Group also uses the ratings by established rating agencies as part of the appraisal process while
considering exposures to rated entities.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk management
ensures that funds are available at all times to meet the funding requirements of the Group.

The asset and liability management policies of the Group define the proportion of liquid assets to total
assets with the aim of minimising liquidity risk. The Group maintains adequate liquid assets such as inter-
bank placements, treasury bills and other readily marketable securities, to support its business and
operations. The Treasury Department monitors the maturity profile of assets and liabilities so that adequate
liquidity is maintained at all times. The Group Asset Liability Committee (GALCO) chaired by the Chief
Executive Officer reviews the liquidity gap profile and the liquidity scenario and addresses strategic issues
concerning liquidity.

Market risk

Market risk is the risk of potential losses arising from movements in market prices of interest rate related
instruments and equities in the trading portfolio and foreign exchange and commodities holdings throughout
the Group. The Group’s trading activities are governed by policies that are clearly documented, by
adherence to comprehensive limit structures set annually and by regular reviews. Quality and rating are the
main criteria in selecting a trading asset. The Group uses the standardised method under Basel Il for
allocating market risk capital based on the risk assessed for underlying factors of interest rate risk, equity
risk, foreign exchange risk, options risk and commodity risk.

Operational risk

Operational risk is the risk of monetary loss on account of human error, fraud, system failures or the failure
to record transactions. The Group has well laid out procedures and systems that set out the methodologies
for carrying out specific tasks. These systems and procedures are constantly reviewed and revised to
address any potential risks. Additionally, new products and services are reviewed and assessed for
operational risks prior to their implementation.

Capital management

The Group’s policy is to maintain sufficient capital to sustain investor, creditor and market confidence and to
support future development of the business. The impact of the level of capital on the return on
shareholder’s equity is also recognised, and the Group recognises the need to maintain a balance between
the higher returns that might be possible with greater gearing and the advantages and security afforded by
a sound capital position.
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4 CASH AND CASH EQUIVALENTS

As at 31 December

Cash and balances at central banks

Less: mandatory cash reserves

Treasury bills (less than 3 months)

Placements with banks and other financial
institutions (less than 3 months)

5 TREASURY BILLS

2025 2024

BHD millions USD millions BHD millions USD millions
198.5 526.5 184.8 490.2
(147.3) (390.7) (137.7) (365.2)

51.2 135.8 471 125.0

10.0 26.5 9.4 24.9

779.3 2,067.1 608.3 1,613.5

840.5 2,229.4 664.8 1,763.4

Treasury bills are short-term in nature and include treasury bills, Islamic Sukuk and certificate of deposits issued by the Government
of Bahrain, the Government of Saudi Arabia and the United States Government.

As at 31 December

Government of Saudi Arabia
Government of Bahrain

United States Government

2025 2024
BHD millions  USD millions BHD millions USD millions
10.0 26.5 9.8 26.0
- - 9.4 249
- - 176.9 469.3
10.0 26.5 196.1 520.2

6 PLACEMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS

Placements with banks and other financial institutions are part of the Group’s money market activities and comprises short-term

lending to banks and other financial institutions.

As at 31 December

Placements with banks

Placements with other financial institutions

As at 31 December

Term placements
Current and call accounts

Reverse repos

7 LOANS AND ADVANCES TO CUSTOMERS

a) As at 31 December

Loans and advances to non-banks
Loans and advances to banks

Gross loans and advances

Less: impairment loss allowance

2025 2024
BHD millions  USD millions  BHD millions USD millions
796.9 2,113.8 621.5 1,648.5
3.8 10.1 4.4 11.7
800.7 2,123.9 625.9 1,660.2

2025 2024
BHD millions  USD millions BHD millions USD millions
613.8 1,628.1 489.0 1,297 1
152.2 403.7 108.1 286.7
34.7 92.1 28.8 76.4
800.7 2,123.9 625.9 1,660.2

2025 2024
BHD millions USD millions BHD millions  USD millions
3,210.0 8,514.6 3,087.1 8,188.6
68.3 181.2 35.9 95.2
3,278.3 8,695.8 3,123.0 8,283.8
(92.1) (244.3) (103.0) (273.2)
3,186.2 8,451.5 3,020.0 8,010.6

b) As at 31 December 2025, the amount of floating rate loans for which interest was being reset by the Group on agreed dates and
based on an agreed fixed margin over a benchmark interest rate amounted to BHD 1,327.6 million (USD 3,521.5 million) [31

December 2024: BHD 1,293.7 million (USD 3,431.6 million)].
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7 LOANS AND ADVANCES TO CUSTOMERS (continued)

c) In accordance with the Group's policy and the Central Bank of Bahrain guidelines, loans on which payments of interest or
repayments of principal are 90 days past due are immediately defined as non-performing. Any interest accrued is reversed and
future interest is only recognised on a cash basis. The ageing schedule of non-performing loans and advances based on the time
period since the last repayment of principal or interest by the customer, is as follows:

As at 31 December 2025 2024

BHD millions USD millions BHD millions  USD millions
Up to 1 year 68.1 180.6 62.8 166.6
1to 3 years 38.2 101.3 50.6 134.2
Over 3 years 2.3 6.1 4.8 12.7

108.6 288.0 118.2 313.5

Fair market value of collateral 101.5 269.2 1171 310.6
Stage 3 provisions 59.3 157.3 66.9 177.5

Loans that have been classified as non-performing should remain classified as such until the completion of a cooling off period in
accordance with the Central Bank of Bahrain guidelines.

Loans that are past due below 90 days but not impaired are those for which contractual interest or principal payments are past due
but the Group believes that specific impairment is not appropriate on the basis of the level of security or collateral available and / or
the stage of collection of amounts owed to the Group. As at 31 December 2025, loans past due below 90 days but not impaired
amounted to BHD 136.4 million (USD 361.8 million) [31 December 2024: BHD 114.3 million (USD 303.2 million)].

d) The contractual terms of a loan may be modified for a number of reasons, including changing market conditions, customer
retention and other factors not related to a current or potential credit deterioration of the customer. An existing loan whose terms
have been substantially modified may be de-recognised and the renegotiated loan recognised as a new loan.

The Group renegotiates loans to customers as a result of financial difficulties (referred to as 'forbearance activities') or changes in
anticipated cash flows to maximise collection opportunities and minimise the risk of default. During 2025, credit facilities amounting
to BHD 41.7 million (USD 110.6 million) were restructured [2024: BHD 37.0 million (USD 98.1 million)]. Restructuring concessions
mainly related to deferral of loan installments to assist customers overcome temporary cash flow situations or to realign the
repayment with the borrower's revised cash flow projections, and amending the terms of loan covenants. Due to the minor nature
of concessions, there was no significant impact on the Group's impairment charge or the future earnings. Loans that have been
restructured are reported as stage 2 and should remain as such until the completion of a cooling off period in accordance with the
Central Bank of Bahrain guidelines.

e) The Group holds collateral against loans and advances to customers in the form of lien over deposits, mortgage over properties
and / or shares and sovereign / bank guarantees. Some of these collaterals are held through a special purpose vehicle. As at 31
December 2025, loans and advances amounting to BHD 868.5 million (USD 2,303.7 million) [31 December 2024: BHD 847.6
million (USD 2,248.3 million)] were fully collateralised and loans and advances amounting to BHD 331.5 million (USD 879.3 million)
[31 December 2024: BHD 274.6 million (USD 728.4 million)] were partly collateralised with a collateral value of BHD 177.5 million
(USD 470.8 million) [31 December 2024: BHD 152.3 million (USD 404.0 million)]. Therefore, fully or partially collateralised loans
represented 36.6% of gross loans (31 December 2024: 35.9%).
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7 LOANS AND ADVANCES TO CUSTOMERS (continued)

f) Exposure to credit risk

As at 31 December 2025 2024
BHD miillions USD millions BHD millions USD millions
1. Impaired (stage 3)
Substandard 40.9 108.4 36.2 96.0
Doubtful 38.8 102.9 39.7 105.3
Loss 28.9 76.7 42.3 112.2
Gross amount 108.6 288.0 118.2 313.5
Stage 3 provisions (59.3) (157.3) (66.9) (177.5)
Impaired (stage 3) carrying amount 49.3 130.7 51.3 136.0
2. Past due below 90 days but not impaired
Gross amount 130.7 346.7 114.0 302.4
Stage 1 or 2 provision (4.2) (11.2) (8.3) (22.0)
Past due but not impaired carrying amount 126.5 335.5 105.7 280.4
3. Neither past due nor impaired by internal rating
Stage 1
Rating grade 1 328.3 870.8 332.7 882.5
Rating grades 2 to 8 148.0 392.6 167.0 443.0
Rating grades 9 to 13 1,020.6 2,707.2 872.7 2,314.8
Rating grades 14 to 19 72.0 191.0 114.6 304.0
Unrated 1,381.9 3,665.5 1,311.7 3,479.3
Gross amount 2,950.8 7,827.1 2,798.7 7,423.6
Stage 1 provisions (13.9) (36.9) (14.0) (37.1)
Carrying amount of stage 1 2,936.9 7,790.2 2,784.7 7,386.5
Stage 2
Rating grades 2 to 8 1.0 2.7 0.9 2.4
Rating grades 9 to 13 13.5 35.8 16.2 43.0
Rating grades 14 to 19 39.2 104.0 35.7 94.7
Unrated 4.6 12.2 6.3 16.7
Gross amount 58.3 154.7 59.1 156.8
Stage 2 provisions (6.2) (16.4) (7.7) (20.4)
Carrying amount of stage 2 52.1 138.3 51.4 136.4
Neither past due nor impaired carrying amount 2,989.0 7,928.5 2,836.1 7,522.9
Total carrying amount (excluding POCI) 3,164.8 8,394.7 2,993.1 7,939.3
Ratings 1 to 19 represent performing loans. Unrated includes mainly consumer loans and other facilities that are not assigned any ratings at inception.
By staging
Total loans
As at 31 December 2025 Stage 1 Stage 2 Stage 3 POCI Total Total
BHD millions BHD millions BHD millions BHD millions BHD millions USD millions
Loans and advances to customers 3,049.3 90.5 108.6 29.9 3,278.3 8,695.8
Less: impairment loss allowance (15.1) (9.2) (59.3) (8.5) (92.1) (244.3)
Net loans and advances to customers 3,034.2 81.3 49.3 21.4 3,186.2 8,451.5
As at 31 December 2024 Stage 1 Stage 2 Stage 3 POCI Total Total
BHD millions BHD millions BHD millions BHD millions BHD millions USD millions
Loans and advances to customers 2,867.3 104.5 118.2 33.0 3,123.0 8,283.8
Less: impairment loss allowance (15.7) (14.3) (66.9) (6.1) (103.0) (273.2)
Net loans and advances to customers 2,851.6 90.2 51.3 26.9 3,020.0 8,010.6
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7 LOANS AND ADVANCES TO CUSTOMERS (continued)

f) Exposure to credit risk (continued)

By staging

Corporate

As at 31 December 2025

Stage 1 Stage 2 Stage 3 POCI Total Total
BHD millions BHD millions BHD millions BHD millions BHD millions USD millions
Loans and advances to customers 1,613.8 74.9 86.2 29.9 1,804.8 4,787.3
Less: impairment loss allowance (5.3) (6.3) (45.1) (8.5) (65.2) (172.9)
Net loans and advances to customers 1,608.5 68.6 41.1 21.4 1,739.6 4,614.4
As at 31 D 2024
s at 31 December 20 Stage 1 Stage 2 Stage 3 POCI Total Total
BHD millions BHD millions BHD millions BHD millions BHD millions USD millions
Loans and advances to customers 1,615.4 85.2 84.1 33.0 1,717.7 4,556.2
Less: impairment loss allowance (4.9) (9.1) (41.2) (6.1) (61.3) (162.6)
Net loans and advances to customers 1,510.5 76.1 42.9 26.9 1,656.4 4,393.6
Retail
A 1D 202
s at 31 December 2025 Stage 1 Stage 2 Stage 3 POCI Total Total
BHD millions BHD millions BHD millions BHD millions BHD millions USD miillions
Loans and advances to customers 1,435.5 15.6 22.4 - 1,473.5 3,908.5
Less: impairment loss allowance (9.8) (2.9) (14.2) - (26.9) (71.4)
Net loans and advances to customers 1,425.7 12.7 8.2 - 1,446.6 3,8371
As at 31 D ber 2024
s at 31 December Stage 1 Stage 2 Stage 3 POCI Total Total
BHD millions BHD millions BHD millions BHD millions BHD millions USD millions
Loans and advances to customers 1,351.9 19.3 341 - 1,405.3 3,727.6
Less: impairment loss allowance (10.8) (5.2) (25.7) - (41.7) (110.6)
Net loans and advances to customers 1,341.1 14.1 8.4 - 1,363.6 3,617.0

As at 31 December 2025, stage 2 included BHD 1.3 million (USD 3.4 million) of loans designated as FVTPL [31 December 2024: BHD 1.7 million (USD 4.5 million)].

Purchased or originated credit impaired (“POCI") financial assets were acquired as part of the business combination at fair value and reflect the credit losses on which a
lifetime ECL is already recognised. The POCI portfolio comprises performing and non-performing credit facilities and is 96.6% covered by provisions and / or high quality
collateral as at 31 December 2025 (31 December 2024: 93.9%).

The non-performing loan ratio at 31 December 2025 exclusive of POCI and inclusive of non-performing POClI is 3.3% and 3.9% respectively (31 December 2024: 3.8% and
4.5%).

g) Impairment provisions on loans and advances to customers

2025 Stage 1 Stage 2 Stage 3 POCI Total Total
BHD millions BHD millions BHD millions BHD millions BHD millions USD millions
Impairment at 1 January 2025 15.7 14.3 66.9 6.1 103.0 273.2
Net transfer between stages 7.7 (8.0) 0.3 - - -
Write off during the year - - (18.8) (0.7) (19.5) (51.7)
Charge for the year (net) (8.3) 2.9 10.9 3.1 8.6 22.8
Impairment at 31 December 2025 15.1 9.2 59.3 8.5 92.1 244.3
2024 Stage 1 Stage 2 Stage 3 POCI Total Total
BHD millions BHD millions BHD millions BHD millions BHD millions USD millions
Impairment at 1 January 2024 14.2 18.3 60.3 5.1 97.9 259.7
Net transfer between stages 4.5 (4.3) (0.2) - -
Write off during the year - - (4.0) - (4.0) (10.6)
Charge for the year (net) (3.0) 0.3 10.8 1.0 9.1 241
Impairment at 31 December 2024 15.7 14.3 66.9 6.1 103.0 273.2
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8 INVESTMENT SECURITIES
i. Composition

Investment securities comprise the following:

Amortised
As at 31 December 2025 FVTPL FVOCI cost Total Total
BHD millions BHD millions BHD millions BHD millions USD millions
Quoted investments:
Debt instruments 27.8 527.8 327.2 882.8 2,341.7
Equity instruments - 50.4 - 50.4 133.7
Total quoted investments 27.8 578.2 327.2 933.2 2,475.4
Unquoted investments:
Debt instruments 26.3 64.8 699.1 790.2 2,096.0
Equity instruments 3.8 23.9 - 27.7 73.4
Total unquoted investments 30.1 88.7 699.1 817.9 2,169.4
Total investment securities 57.9 666.9 1,026.3 1,751.1 4,644.8
As at 31 December 2024 FVTPL FVOCI  Amortised cost Total Total
BHD millions BHD millions BHD millions BHD millions USD millions
Quoted investments:
Debt instruments - 287.9 221.2 509.1 1,350.4
Equity instruments - 55.2 - 55.2 146.4
Total quoted investments - 343.1 221.2 564.3 1,496.8
Unquoted investments:
Debt instruments 0.2 59.4 515.2 574.8 1,524.7
Equity instruments 4.0 24.5 - 28.5 75.6
Total unquoted investments 4.2 83.9 515.2 603.3 1,600.3
Total investment securities 4.2 427.0 736.4 1,167.6 3,097.1
ii. Breakdown between repricing nature of debt instruments
As at 31 December 2025 2024
BHD millions USD millions BHD millions USD millions
Fixed rate debt instruments 951.8 2,524.7 507.9 1,347.2
Floating rate debt instruments 721.2 1,913.0 576.0 1,527.9
1,673.0 4,437.7 1,083.9 2,875.1
iii. Breakdown of debt instruments by rating
The ratings given below are by established rating agencies.
As at 31 December 2025 2024
BHD millions USD millions BHD millions USD millions
AA+ - - 65.8 174.5
AA 16.9 44.8 - -
AA- 45.6 121.0 - -
A+ 175.2 464.7 - -
B+ - 1,012.3 2,685.2
B 1,429.4 3,791.5 - -
Unrated 5.9 15.7 5.8 15.4
1,673.0 4,437.7 1,083.9 2,875.1

The debt instruments rated B and B+ in 2025 and 2024 primarily represent instruments issued by sovereigns.

As at 31 December 2025, all debt instruments were classified as stage 1.

iv. Investments designated as fair value through profit or loss

The Group holds investments in managed funds and securities designated as fair value through profit or loss amounting to BHD 57.9 million (USD 153.6 million)

[2024: BHD 4.2 million (USD 11.1 million)].
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9 INVESTMENT IN ASSOCIATES

The Group has a 39.7% (2024: 39.7%) interest in The Benefit Company B.S.C. (c) which is incorporated in the Kingdom of Bahrain. The Benefit Company has been granted a license for ancillary
services by the Central Bank of Bahrain to provide payment systems, Bahrain cheque truncation and other related financial services for the benefit of commercial banks and their customers in the
Kingdom of Bahrain.

The Group has a 30.3% (2024: 30.3%) interest in Seef Umm Al Hassam Real Estate W.L.L., which was incorporated in 2024 as a Special Purpose Vehicle (SPV). The company is involved in real
estate activities and owns a portfolio of properties.

The Group has a 25.0% (2024: 25.0%) interest in Liquidity Management Centre B.S.C. (c) which was incorporated in 2002 as a bank, licensed and regulated by the Central Bank of Bahrain to
facilitate the creation of an Islamic inter-bank market that allow Islamic financial services institutions to effectively manage their assets and liabilities.

The Group has a 23.5% (2024: 23.5%) interest in the units issued by the Bahrain Liquidity Fund (BLF). BLF was set up in 2016 as an open ended fund registered as Private Investment
Undertaking "PIU" as per Central Bank of Bahrain rulebook volume 7. The main objective of BLF is to add liquidity to Bahrain Bourse, which over a period of time should result in enhancing investor
confidence in the market's listed securities.

The Group has a 21.1% (2024: 21.1%) interest in SICO B.S.C. (c), which is a leading regional asset manager, broker, market maker, and investment bank. SICO operates under a wholesale
banking license from the Central Bank of Bahrain and oversees two wholly-owned subsidiaries, an Abu Dhabi-based brokerage firm, SICO Invest, and a full-fledged capital markets services firm,
SICO Capital, based in the Kingdom of Saudi Arabia.

During the year, the Group entered into a swap agreement resulting in the derecognition of LS Real Estate Company W.L.L with a carrying value of BHD 3.9 million (USD 10.3 million) and the
recognition of an investment property at a fair value of BHD 3.9 million (USD 10.3 million).

2025 2024

BHD millions USD millions BHD millions USD millions
Balance on 1 January 441 117.0 26.3 69.8
Share of profit 2.2 5.8 1.4 3.7
Dividends received (0.8) (2.1) (0.1) (0.3)
Additions - - 19.0 50.4
Disposal (3.9) (10.4) - -
Redemptions (2.0) (5.3) (2.5) (6.6)
At 31 December 39.6 105.0 441 117.0

The following table comprises of the most recent available summarised financial information of associates that have been equity accounted for in these consolidated financial statements, not
adjusted for percentage of ownership held by the Group.

2025 2024
BHD millions USD millions BHD millions USD millions
Total assets 637.0 1,689.7 483.2 1,281.7
Total liabilities 498.3 1,321.8 313.0 830.3
Total revenues 31.8 84.4 26.7 70.7
Total net profit / (loss) 6.8 18.0 5.6 14.8
10 INTEREST RECEIVABLE AND OTHER ASSETS
As at 31 December 2025 2024
BHD millions USD millions BHD millions USD millions
Interest receivable 73.9 196.0 63.2 167.6
Positive fair value of derivatives 57.0 151.2 67.5 179.1
Accounts receivable and prepayments 15.4 40.9 8.1 21.5
Others 22.4 59.4 19.5 51.7
168.7 447.5 158.3 419.9

Others include BHD 4.2 million (USD 11.1 million) [31 December 2024: BHD 0.2 million (USD 0.5 million)] in respect of land and buildings acquired from customers through enforcement of security
over loans and advances and now held for disposal. The land and buildings are stated at lower of their carrying value and fair value less costs to sell.

The Group holds BHD 17.2 million (USD 45.6 million) [31 December 2024: BHD 18.8 (USD 49.9 million)] of investment properties accounted for at fair value. The fair values of investment

properties were determined by external, independent property valuers, having appropriate recognised professional qualifications and recent experience in the location and category of property being
valued using valuation techniques based on observable inputs (level 2). The independent valuers provide the fair values of the Group's investment property portfolio every 12 months.

11 PROPERTY AND EQUIPMENT

Leased
property Furniture and
right-of-use Land Buildings equipment Total

BHD millions BHD millions BHD millions BHD millions BHD millions USD millions
Cost 8.5 8.0 43.8 102.9 163.2 432.9
Accumulated depreciation / amortisation (4.0) - (33.0) (54.7) (91.7) (243.2)
Net book value at 31 December 2025 4.5 8.0 10.8 48.2 71.5 189.7
Net book value at 31 December 2024 4.9 8.0 12.2 49.2 74.3 197.1

The depreciation charge for 2025 amounted to BHD 10.1 million (USD 26.8 million) [2024: BHD 9.2 million (USD 24.4 million)]. The above includes capital work in progress at cost, amounting to
BHD 6.0 million (USD 15.9 million) [2024: BHD 23.6 million (USD 62.6 million)].

The amortisaion related to the right-of-use of leased property in 2025 amounted to BHD 1.9 million (USD 5.0 million) [2024: BHD 1.9 million (USD 5.0 million)].
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12 GOODWILL AND OTHER INTANGIBLE ASSETS

On 22 January 2020, the Bank’s stake in BISB increased from 29.1% as reported at 31 December 2019 to 78.8%, resulting in a transition from an
investment in associate to an investment in a subsidiary, with the acquisition being accounted for using the acquisition method. The acquisition enabled
the Group to position itself at the forefront of the regional Shariah-compliant banking sector in addition to its current leading conventional role. The two
brands will continue to operate independently but asset, revenue, cost, technology and other operational synergies will provide customers and
shareholders with enhanced services and returns.

Goodwill of BHD 41.8 million (USD 110.9 million) and intangibles of BHD 12.6 million (USD 33.4 million) arose from the acquisition of BISB. The
intangibles comprises the value assigned to the expected benefits arising from the Islamic banking license and BISB brand being the oldest and
predominant Islamic bank in the Kingdom of Bahrain. BHD 5.0 million (USD 13.3 million) of the intangibles were assigned a useful life of six years, with a
remaining unamortised balance of BHD 0.9 million (USD 2.4 million) as of 31 December 2025 [31 December 2024: BHD 1.7 million (USD 4.5 million)].

Goodwill impairment analysis

The recoverable amount of goodwill is based on value-in-use, calculated by discounting cash flow projections from Board approved financial forecasts,
projected for five years to arrive at the terminal value. A growth rate of 2% (2024: 2%) and discount rate of 14% (2024: 15%) have been applied to the
estimated cash flows.

The Bank assesses on an annual basis whether there is an indication, based on either internal or external sources of information, that goodwill may be
impaired. As at 31 December 2025, there were no indicators of impairment of the cash generating unit (CGU) associated with the goodwill (2024: nil).

A sensitivity analysis was conducted by increasing the discount rate by 0.5% and reducing earnings by 10% to assess the impact on the recoverable
amount as compared to the carrying value of the CGU. The carrying value of goodwill is lower than the reduced recoverable amount in the sensitivity
analysis, further confirming no indications of impairment.

13 DUE TO BANKS AND OTHER FINANCIAL INSTITUTIONS
Due to banks and other financial institutions consists of short-term borrowings from banks and other financial institutions.

As at 31 December 2025 2024
BHD millions USD millions BHD millions USD millions
Term deposits 892.2 2,366.6 537.3 1,425.2
Current and call accounts 49.0 130.0 42.4 112.5
941.2 2,496.6 579.7 1,637.7

14 BORROWINGS UNDER REPURCHASE AGREEMENTS

Borrowings under repurchase agreements amount to BHD 609.2 million (USD 1,615.9 million) [31 December 2024: BHD 384.8 million (USD 1,020.7
million)] and the fair value of the investment securities pledged as collateral amounts to BHD 670.2 million (USD 1,777.8 million) [31 December 2024:

BHD 418.8 million (USD 1,110.9 million)].

15 CUSTOMER DEPOSITS

As at 31 December 2025 2024

BHD millions USD millions BHD millions USD millions
Repayable on demand or at short notice 1,705.9 4,524.9 1,605.9 4,259.7
Term deposits and call accounts 2,260.3 5,995.5 2,137.9 5,670.8

3,966.2 10,520.4 3,743.8 9,930.5

16 INTEREST PAYABLE AND OTHER LIABILITIES
As at 31 December 2025 2024

BHD millions USD millions BHD millions USD millions
Interest payable 81.5 216.2 80.2 212.7
Creditors and account payables 27.9 74.0 47.6 126.3
Negative fair value of derivatives 20.2 53.6 54.0 143.2
Employee benefits 12.3 32.6 11.5 30.5
Deferred income 7.0 18.6 8.3 22.0
Lease liability 4.3 11.4 4.7 125
Others 6.6 17.5 10.6 28.1

159.8 423.9 216.9 575.3

Others include ECL and specific provisions against contingent liabilities amounting to BHD 2.0 million (USD 5.3 million) [31 December 2024: BHD 3.0

million (USD 8.0 million)].
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16 INTEREST PAYABLE AND OTHER LIABILITIES (continued)

Lease liabilities relate to the right-of-use of leased property. The maturity analysis of its contractual undiscounted cash flows are as follows:

2025 2024
BHD millions  USD millions BHD millions USD millions
Less than 1 year 2.0 5.3 2.0 5.3
1to 3 years 3.1 8.2 3.3 8.8
3 to 5 years 0.6 1.6 1.2 3.2
Total undiscounted lease liabilities 5.7 151 6.5 17.3
Lease liabilities included in the statement of financial position 4.3 11.4 4.7 12.5

17 NET IMPAIRMENT LOSSES ON FINANCIAL INSTRUMENTS
As at 31 December 2025 2024

BHD millions  USD millions BHD millions USD millions
Loans and advances to customers (note 7g) 8.6 22.8 9.1 241
Investment securities 0.1 0.3 - -
Loan commitments and guarantees (1.0) 2.7) (0.6) (1.6)
Other (litigation claims and other assets) 0.3 0.8 0.1 0.3
8.0 21.2 8.6 22.8

18 CONTINGENT LIABILITIES AND BANKING COMMITMENTS

The Group issues commitments to extend credit and guarantees the performance of customers by issuing standby letters of credit and guarantees to third parties. For these
instruments, the contractual amount of the financial instrument represents the maximum potential credit risk if the counterparty does not perform according to the terms of the
contract. The credit exposure for the contingent liabilities is reduced by obtaining counter guarantees and collateral from third parties. A large majority of these expire without
being drawn upon, and as a result, the contractual amounts are not representative of the potential future credit exposure or liquidity requirements of the Group.

Based upon the level of fees currently charged, taking into account maturity and interest rates together with any changes in the credit worthiness of counterparties since
origination, the Group has determined that the fair value excess or shortage of contingent liabilities and undrawn loan commitments is not material.

As at 31 December 2025 2024
BHD millions  USD millions BHD millions USD millions
Contingent liabilities
Liabilities on confirmed documentary credits 78.5 208.2 90.6 240.3
Guarantees:
Counter guaranteed by banks 77.0 204.2 70.4 186.7
Others 221.7 588.1 194.3 515.4
377.2 1,000.5 355.3 942.4
Banking commitments
Undrawn loan commitments 450.9 1,196.0 358.7 951.5
Forward commitments:
Securities purchased 122.4 324.7 26.9 71.4
573.3 1,520.7 385.6 1,022.9
950.5 2,521.2 740.9 1,965.3
Credit risk exposure
Stage 1 Stage 2 Stage 3 Total
BHD millions  BHD millions BHD millions BHD millions
As at 31 December 2025
Rating grade 1 0.8 - - 0.8
Rating grades 2 to 8 129.7 29 - 132.6
Rating grades 9 to 13 412.7 29 - 415.6
Rating grades 14 to 19 194.6 1.2 - 205.8
Unrated 68.6 0.5 - 69.1
Non-performing - - 4.2 4.2
Total carrying amount 806.4 17.5 4.2 828.1
Less: impairment provision (0.6) (0.1) (1.3) (2.0)
Net carrying amount 805.8 17.4 2.9 826.1
Net carrying amount in USD 2,137.4 46.2 7.7 2,191.3
Stage 1 Stage 2 Stage 3 Total
As at 31 December 2024 BHD millions BHD millions BHD millions BHD millions
Rating grade 1 0.8 - - 0.8
Rating grades 2 to 8 120.3 11 - 121.4
Rating grades 9 to 13 401.3 4.7 - 406.0
Rating grades 14 to 19 77.0 43 - 81.3
Unrated 98.2 0.5 - 98.7
Non-performing - - 5.8 5.8
Total carrying amount 697.6 10.6 5.8 714.0
Less: impairment provision (0.5) (0.2) (2.3) (3.0)
Net carrying amount 697.1 10.4 3.5 711.0
Net carrying amount in USD 1,849.1 27.6 9.3 1,886.0

The analysis above excludes forward commitments.
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19 DERIVATIVE AND FOREIGN EXCHANGE FINANCIAL INSTRUMENTS

The Group utilises various derivative and foreign exchange financial instruments for trading, asset / liability management and hedging risks. These
instruments primarily comprise futures, forwards, swaps and options.

Futures and forward contracts are commitments to buy or sell financial instruments or currencies on a future date at a specified price or yield, and
may be settled in cash or through delivery. Swap contracts are commitments to settle in cash on a future date or dates, interest rate commitments
or currency amounts based upon differentials between specified financial indices, as applied to a notional principal amount. Option contracts give
the acquirer, for a fee, the right but not the obligation, to buy or sell within a limited period a financial instrument or currency at a contracted price.

In respect of the derivative and foreign exchange financial instruments, the contract / notional principal amounts do not represent balances subject
to credit or market risk. Contract / notional principal amounts represent the volume of outstanding transactions and are indicators of business
activity. These amounts are used to measure changes in the value of derivative products and to determine the cash flows to be exchanged. The
replacement cost is the cost of replacing those financial instruments with a positive market value, together with an estimate for the potential future
change in the value of the contract, and reflects the maximum credit loss for the Group had all these counterparties defaulted. The fair value
represents the aggregate of the positive and negative cash flows which would have occurred if the rights and obligations arising from the
instrument were extinguished by the Group in an orderly market as at the reporting date. The fair values of derivative financial instruments such as
interest rate swaps and forward rate agreements were calculated using discounted cash flow models based on current market yields for similar
types of instruments and the maturity of each instrument. The futures contracts, foreign exchange contracts and interest rate options were revalued
using market prices and option valuation models as appropriate.

a) The following table summarises for each type of derivative and foreign exchange financial instrument, the aggregate notional amounts, the
replacement cost and the fair value:

In BHD millions Notional principal amount Replacement cost Fair value
As at 31 December 2025 2024 2025 2024 2025 2024
Cross currency swaps 80.5 - - - (0.7) -
Interest rate swaps 6,850.2 6,618.2 50.1 53.5 12.0 26.2
Foreign exchange contracts:
Outright spot and forward contracts 913.0 322.0 0.2 0.8 (0.4) 0.4
Swap agreements 2,473.5 1,454.7 3.0 2.4 2.5 1.6
3,386.5 1,776.7 3.2 3.2 2.1 2.0
Total 10,317.2 8,394.9 53.3 56.7 134 28.2
Total in USD millions 27,366.6 22,267.6 141.4 150.4 35.5 74.8

Replacement costs by industry and geographical region are presented in note 33.

b) The remaining maturity profile by each class of derivative and foreign exchange financial instrument based on contract / notional principal
amounts is as follows:

In BHD millions 2025 2024

As at 31 December Up to 1 year Over 1 year Total Up to 1 year Over 1 year Total
Cross currency swaps 16.4 64.1 80.5 - - -
Interest rate swaps 2,292.9 4,557.3 6,850.2 227.3 6,390.9 6,618.2

Foreign exchange contracts:

Outright spot and forward contracts 913.0 - 913.0 322.0 - 322.0
Swap agreements 2,416.7 56.8 2,473.5 1,454.7 - 1,454.7
3,329.7 56.8 3,386.5 1,776.7 - 1,776.7

Total 5,639.0 4,678.2 10,317.2 2,004.0 6,390.9 8,394.9
Total in USD millions 14,957.6 12,409.0 27,366.6 5,315.6 16,952.0 22,267.6
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20 SHARE CAPITAL

2025 2024

BHD millions USD millions BHD millions USD millions
Authorised share capital
2,500,000,000 (2024: 2,500,000,000) ordinary shares of 100 fils each 250.0 663.1 250.0 663.1
Issued and fully paid share capital
At 1 January 2025: 2,266,075,060 ordinary shares of 100 fils each (at 1 January 2024:
2,266,075,060 shares of 100 fils each) 226.6 601.1 226.6 601.1
At 31 December 2025 2,266,075,060 ordinary shares of 100 fils each (at 31
December 2024: 2,266,075,060 shares of 100 fils each) 226.6 601.1 226.6 601.1

The distribution of ordinary shares, setting out the number of shares and shareholders and percentage of total outstanding shares in the following categories, is shown
below:

31 December 2025 31 December 2024

Number of Number of % of total Number of Number of % of total

shares shareholders outstanding shares shareholders outstanding

shares shares

Less than 1% 692,819,821 1,958 30.5% 696,026,575 1,929 30.6%
1% up to less than 5% 329,022,182 8 14.5% 325,815,428 8 14.4%
5% up to less than 10% - - - - - -
10% up to less than 20% 245,870,464 1 10.9% 245,870,464 1 10.9%
20% up to less than 50% 998,362,593 1 44.1% 998,362,593 1 44.1%
2,266,075,060 1,968 100.0% 2,266,075,060 1,939 100.0%

The distribution of ordinary shares ownership based on nationality of the shareholder is shown below:

31 December 2025 31 December 2024

Number of Number of % of total Number of Number of % of total

shares shareholders outstanding shares shareholders outstanding

shares shares

Bahraini 2,140,049,059 1,805 94.4% 2,138,911,521 1,778 94.4%
Other GCC countries 121,926,221 118 5.4% 122,896,630 118 5.4%
Others 4,099,780 45 0.2% 4,266,909 43 0.2%
2,266,075,060 1,968 100.0% 2,266,075,060 1,939 100.0%

44 1% of the Bank's share capital is held by the Bahrain Mumtalakat Holding Co, which is 100% owned by the Government of Bahrain. 10.9% of shares is owned by the
Social Insurance Organisation, Kingdom of Bahrain. The rest of the share capital is widely held primarily by the citizens of, and entities incorporated in, the Kingdom of
Babhrain.

Treasury shares
Treasury shares represent the Bank's purchase of its own shares. At the end of the year, the Bank held 8,512,635 of its own shares (2024: 5,155,725).

Employee share incentive scheme

The employee share incentive scheme (“Scheme”) was approved at the ordinary general meeting on 11 March 2015 in pursuant to CBB’s Sound Remuneration
Practices regulation. As a result, 19,104,000 ordinary shares amounting to BHD 1.9 million were issued in 2015 to an independent party to hold the beneficial interest of
the shares under the scheme. Shares are allocated to the employees under the scheme. The allocated share under the scheme are entitled to cash and stock dividend
and subject to malus and clawback provisions of the scheme. As at 31 December 2025, there are 1,914,948 (2024: 5,514,116) shares unallocated. These unallocated
shares under the scheme are deducted from equity.

21 RESERVES

a) Statutory reserve

In accordance with the Commercial Companies Law, 10 percent of net profit is appropriated to a statutory reserve, which is not normally distributable except in
accordance with Article 224 of the law. Such appropriations may cease when the reserve reaches 50 percent of paid up share capital.

b) General reserve
The reserve has been created in accordance with the Group's articles of association and underlines the shareholders' commitment to enhance the strong equity base of
the Group.
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21 RESERVES (continued)

c) Fair value reserve

The fair value reserve includes the cumulative net change in fair value of instruments classified as FVOCI. The fair value reserve also includes the Group's share of

other comprehensive income of associates.

d) Donation and charity reserve

Based on the recommendations of the Board of Directors, upon shareholders' approval, an amount is transferred from the profit for the year to this donation and charity

reserve. The reserve represents the amount of donations pending utilisation.

e) Share premium

Under the employee share incentive scheme, the Group allocated shares at market rates which resulted in increasing the share premium by BHD 1.8 million (USD 4.8

million) [2024: BHD 1.5 million (USD 4.0 million)].

f) Cash flow hedge reserve

The cash flow hedge reserve includes the cumulative changes in the fair value of hedging instruments that qualify for hedge accounting. The portion of any gain or loss
on the hedging instrument, that is determined to be an effective hedge, is recognised initially in other comprehensive income and the ineffective portion is recognised in

the consolidated statement of profit or loss.

22 APPROPRIATIONS

The appropriations relating to the year 2024 were approved at the annual general meeting held on 27 March 2025. The appropriations relating to the year 2025 will be

approved at the annual general meeting on 18 March 2026.

23 INTEREST INCOME / INTEREST EXPENSE
a) INTEREST INCOME
For the year ended 31 December

Loans and advances to non-banks

Loans and advances to banks

Treasury bills

Placements with banks and other financial institutions
Investment securities

b) INTEREST EXPENSE
For the year ended 31 December

Customer deposits
Due to banks and other financial institutions
Borrowings under repurchase agreements

24 NET FEE AND COMMISSION INCOME
For the year ended 31 December

Fees and commission on loans and advances to customers
Fees and commission on trade finance related activities
Fees and commission on cards

Other fees and commission income

Less: other fees and commission expenses

25 OTHER INCOME
For the year ended 31 December

Profit on trading securities, foreign exchange and derivatives
Profit on sale of debt investment securities
Gain on fair value through profit or loss investments

Other income from core activities

Dividend income
Other income

Other income from non-core activities

2025 2024
BHD millions  USD millions BHD millions USD millions
176.0 466.9 169.3 4491
31 8.2 23 6.1
7.2 19.1 10.6 28.1
44.6 118.3 52.1 138.2
76.2 202.1 73.9 196.0
307.1 814.6 308.2 817.5
2025 2024
BHD millions  USD millions BHD millions USD millions
108.1 286.7 106.7 282.9
33.1 87.8 335 88.9
24.9 66.1 24.6 65.3
166.1 440.6 164.8 4371
2025 2024
BHD millions  USD millions BHD millions USD millions
5.1 13.5 4.1 10.9
3.1 8.2 34 9.0
17.5 46.4 16.3 43.2
4.8 12.8 6.2 16.4
(16.7) (44.3) (14.6) (38.7)
13.8 36.6 15.4 40.8
2025 2024
BHD millions  USD millions BHD millions USD millions
15.5 4.1 11.6 30.8
13.0 34.5 14.3 37.9
(0.1) (0.2) 0.6 1.6
28.4 75.4 26.5 70.3
29 7.7 3.1 8.2
13.7 36.3 3.3 8.8
16.6 44.0 6.4 17.0
45.0 119.4 32.9 87.3

Other income for the year ended 31 December 2025 includes a gain of BHD 9.7 million arising from the sale of land held by a subsidiary.
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26 STAFF EXPENSES
For the year ended 31 December 2025 2024
BHD millions  USD millions BHD millions USD millions

Salaries, allowances and bonuses 38.8 102.9 37.8 100.2
Social security and gratuity 5.6 14.9 4.3 11.4
Housing and other benefits 9.4 249 9.3 247
Others 1.1 29 0.9 24

54.9 145.6 52.3 138.7

Staff expenses are inclusive of long-term incentive plan (LTIP), a variable compensation awarded and paid in the form of shares on a cliff vesting basis after three years based on performance and retention
conditions.

The movement of employee share incentive scheme is as follows:

2025 2024
Balance on 1 January 5,514,116 8,685,507
Grant of awards and allocation of shares to participants (4,247,997) (3,171,391)
Share buy-back during the year 648,829 -
At 31 December 1,914,948 5,514,116
The market price of the Bank's shares at 31 December 2025 was 506 fils per share (31 December 2024: 490 fils per share).
27 OTHER OPERATING EXPENSES
For the year ended 31 December 2025 2024
BHD millions  USD millions BHD millions USD millions

Equipment expenses 12.6 334 1.7 31.0
Depreciation and amortisation 10.9 28.9 10.0 26.6
Depreciation, amortisation and equipment expenses 235 62.3 21.7 57.6
Communication expenses 5.9 15.7 6.0 15.9
Regulatory licenses, deposit protection and VAT expenses 5.9 15.7 5.6 14.9
Professional fees 4.8 127 42 1.1
Premises expenses 4.0 10.6 3.8 10.1
Advertising and public relations expenses 25 6.6 26 6.9
Audit, legal, insurance and board expenses 21 5.6 22 5.8
Other expenses 2.8 74 28 74
Other operating expenses 28.0 74.3 27.2 721

51.5 136.6 48.9 129.7

Fees relating to KPMG, the Group's external auditor, during the year 2025 amounted to BHD 0.5 million (USD 1.3 million) [2024: BHD 0.4 million (USD 1.1 million)] out of which BHD 0.2 million (USD 0.5 million)
[2024: BHD 0.2 million (USD 0.5 million)] was for audit services, BHD 0.2 million (USD 0.5 million) [2024: BHD 0.1 million (USD 0.3 million)] was for CBB mandatory review requirements and BHD 0.1 million (USD 0.3
million) [2024: BHD 0.1 million (USD 0.3 million)] was for non-audit services.

28 NET OPEN FOREIGN CURRENCY POSITIONS

As at 31 December 2025 2024

BHD millions  USD millions BHD millions USD millions
US Dollar long position - unhedged 51.8 137.4 205.4 544.8
Saudi Riyal (short) / long position - unhedged (4.5) (11.9) 6.7 17.8
UAE Dirhams (short) / long position - unhedged (5.0) (13.3) 67.2 178.2

All of the above currencies have a fixed rate of exchange against the Bahraini Dinar.The Bank did not have any significant net open positions as at 31 December 2025 or 31 December 2024.

29 RELATED PARTIES

Certain related parties (major shareholders, directors of the Group and families and companies of which they are principal owners, key management personnel and associates) were customers of the Group in the
ordinary course of business. The transactions with these parties were made on an arm's length basis. Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Group. Typically, key management personnel include the Chief Executive Officer and persons directly reporting to this position. Significant balances at the reporting date in regard to
related parties and transactions during the year with related parties are as below.

The Group qualifies as a government related entity under the definitions provided in IAS 24 as its significant shareholders are government owned. In addition to the government exposures reported below, in its normal
course of business, the Group provides commercial lending, liquidity management and other banking services to, and also avails services from, various semi governmental organisations and government owned
companies in the Kingdom of Bahrain.

Directors and key management

In BHD millions Major shareholder and related entities personnel Associates

As at 31 December 2025 2024 2025 2024 2025 2024
Loans and advances to customers 368.9 570.9 3.0 4.5 - -
Treasury bills and investment securities 1,451.8 1,052.1 - - 39.6 441
Customer deposits 274.6 2179 65.8 345 11 1.2

Contingent liabilities for irrevocable commitments,
guarantees and other contingencies 207.2 67.7 344 28.0 1.6 0.1

For the year ended 31 December

Loans advanced 291.7 448.8 341 23 - -
Loans repaid 415.7 2517 24 25 - -
Net (decrease) / increase in overdrafts (78.0) 102.6 (2.2) 3.7) - -
Treasury bills, bonds and equities purchased 868.2 361.6 - - - -
Treasury bills, bonds and equities matured / sold 468.5 484.6 - - - -
Capital expenditures 0.1 0.4 0.7 1.1 - -
Interest income 96.5 85.8 0.1 0.2 - -
Interest expense 9.5 6.0 2.0 1.0 - -
Share of profit of associates - N - N 22 1.4
Dividend Income 21 24 - - - -
Directors remuneration and sitting fees 0.2 0.2 0.5 0.6 - -
Short term employee benefits - N 0.5 29 - -
Post employment retirement benefits - - - 04 - -
Other operating expenses 4.3 45 4.0 34 0.6 0.9

During the year, no net provision charge (2024: no net provision charge) had been recorded against outstanding balances with related parties.
Certain transactions were approved by the Board of Directors under Article 189(b) of the Commercial Companies Law in the financial year ended 31 December 2025 where the chairman, directors or managers had a
direct or indirect interest in the contracts or transactions.

During the year, the share-based payment granted to senior management amounted to BHD 0.5 million (USD 1.3 million) [2024: BHD 1.0 million (USD 2.7 million)].
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30 ASSETS UNDER MANAGEMENT

Assets administered on behalf of customers to which the Bank does not have legal title are not included in the statement of financial position. At 31 December 2025, assets under administration amounted to BHD 280.2 million
(USD 743.2 million) [31 December 2024: BHD 306.7 million (USD 813.5 million)].

31 GEOGRAPHICAL DISTRIBUTION

In BHD millions Assets Liabilities Off balance sheet items
As at 31 December 2025 2024 2025 2024 2025 2024
GCC 6,031.9 5,110.7 5,142.0 4,486.3 4,872.4 3,419.0
USA 123.6 3234 25.4 211 10.7 10.8
Europe 44.7 471 394.6 366.8 6,213.3 5,601.6
Rest of the World 76.4 41.0 114.4 51.0 171.3 104.4

6,276.6 5,5622.2 5,676.4 4,925.2 11,267.7 9,135.8
Off balance sheet items include contingent liabilities, banking commitments, derivatives and forward exchange contracts.
32 DISTRIBUTION BY SECTOR
In BHD millions Assets Liabilities Off balance sheet items
As at 31 December 2025 2024 2025 2024 2025 2024
Government / sovereign 2,282.9 1,923.3 519.0 400.6 1,358.8 1,090.7
Manufacturing / trading 546.8 541.3 246.0 177.3 289.6 534.6
Banks / financial institutions 1,292.6 1,044 .4 1,537.4 1,043.5 8,973.5 7,059.9
Construction 172.5 175.9 156.7 128.8 187.0 110.7
Personal 1,501.4 1,417.0 2,445.6 2,264.7 386.2 181.1
Others 480.4 420.3 771.7 910.3 72.6 158.8

6,276.6 5,522.2 5,676.4 4,925.2 11,267.7 9,135.8
Off balance sheet items include contingent liabilities, banking commitments, derivatives and forward exchange contracts.
33 CONCENTRATION OF CREDIT RISK
The following is the concentration of credit risk by industry and geographical regions:
a) By industry
In BHD millions Government / sovereign M f: ing/ Bank
As at 31 December 2025 Bahrain Other countries trading institutions Construction Personal Others Total
Assets
Balances at central banks - - - 156.9 - - - 156.9
Treasury bills - 10.0 - - - - - 10.0
Placements with banks and other
financial institutions - - - 800.7 - - - 800.7
Loans and advances to customers 647.8 - 490.6 203.6 152.6 1,448.4 243.2 3,186.2
Investment securities - debt instruments 1,426.8 175.2 16.9 16.5 - - 37.6 1,673.0
Interest receivable and other assets 21.2 1.9 20.3 33.8 0.5 2.7 62.5 142.9
Total assets 2,095.8 187.1 527.8 1,211.5 153.1 1,451.1 343.3 5,969.7
Conti iabilities an
commitments e 2781 - 114.2 215.4 184.3 85.9 72.6 950.5
Derivatives (replacement cost) 0.9 - 1.0 51.3 - 0.1 - 53.3
In BHD millions Government / sovereign Manufacturing/ Banks/financial
As at 31 December 2024 Bahrain Other countries trading institutions Construction Personal Others Total
Assets
Balances at central banks - - - 139.9 - - - 139.9
Treasury bills 9.4 186.7 - - - - - 196.1
Placements with banks and other
financial institutions - - - 625.9 - - - 625.9
Loans and advances to customers 647.3 - 498.3 138.0 152.2 1,363.6 220.6 3,020.0
Investment securities - debt instruments 999.1 65.8 - 19.0 - - - 1,083.9
Interest receivable and other assets 14.6 0.4 21.4 321 0.2 2.3 66.1 1371
Total assets 1,670.4 252.9 519.7 954.9 152.4 1,365.9 286.7 5,202.9
Contingent liabilities and banking
commitments 138.1 - 140.4 99.7 110.7 98.3 163.7 740.9
Derivatives (replacement cost) 0.4 - 3.1 53.2 - - - 56.7

The balances at the end of the year are representative of the position during the year and hence average balances have not been separately disclosed.

The above includes certain exposures to customers / counterparties which are in excess of 15% of the Group's capital base. These have the approval of the Central Bank of Bahrain or are exempt exposures under the large
exposures policy of the Central Bank of Bahrain. The table below gives details of these exposures as at 31 December 2025.

In BHD millions

Counterparty

Counterparty A
Counterparty B
Counterparty C
Counterparty D
Counterparty E
Counterparty F
Counterparty G
Counterparty H

Counterparty type
Sovereign

Central Bank
Government related entity
Sovereign

Corporate

Government related entity
Central Bank

Bank

Total exposure
1,713.8

651.6

301.4

147.6

128.1

126.1

84.8

74.9
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33 CONCENTRATION OF CREDIT RISK (continued)

(b) By geographical regions:

In BHD millions

As at 31 December 2025 GCC USA Europe Rest of the World Total
Assets

Balances at central banks 156.9 - - - 156.9
Treasury bills 10.0 - - - 10.0
Placements with banks and other financial institutions 691.3 104.3 4.3 0.8 800.7
Loans and advances to customers 3,077.3 19.3 15.1 74.5 3,186.2
Investment securities 1,673.0 - - - 1,673.0
Interest receivable and other assets 116.5 - 25.3 1.1 142.9
Total assets 5,725.0 123.6 44.7 76.4 5,969.7
Contingent liabilities and banking commitments 794.6 10.7 42.5 102.7 950.5
Derivatives (replacement cost) 2.8 - 50.5 - 53.3
In BHD millions

As at 31 December 2024 GCC USA Europe Rest of the World Total
Assets

Balances at central banks 139.9 - - - 139.9
Treasury bills 19.2 176.9 - - 196.1
Placements with banks and other financial institutions 539.4 80.2 5.7 0.6 625.9
Loans and advances to customers 2,979.9 - - 40.1 3,020.0
Investment securities 1,018.1 65.8 - - 1,083.9
Interest receivable and other assets 94.9 0.5 41.4 0.3 137.1
Total assets 47914 323.4 47.1 41.0 5,202.9
Contingent liabilities and banking commitments 669.7 10.8 23.5 36.9 740.9
Derivatives (replacement cost) 6.2 - 50.5 - 56.7
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34 INTEREST RATE RISK

Interest rate risk is measured by the extent to which changes in the market interest rates impact margins, net interest income and the economic value of the Group’s equity. Net interest income will be affected as a result of volatility in interest rates to the
extent that the re-pricing structure of interest bearing assets differs from that of liabilities. The Group’s goal is to achieve stable earnings growth through active management of the assets and liabilities mix while, selectively, positioning itself to benefit from
near-term changes in interest rate levels. The Treasurer is primarily responsible for managing the interest rate risk. Reports on overall position and risks are submitted to senior management for review and positions are adjusted if deemed necessary. In

addition, GALCO regularly reviews the interest rate sensitivity profile and its impact on earnings.

The Group’s asset and liability management process is utilised to manage interest rate risk through the structuring of on-balance sheet and off-balance sheet portfolios. The Group uses various techniques for measuring and managing its exposure to
interest rate risk. Duration analysis is used to measure the interest rate sensitivity of the fixed income portfolio. Duration of the portfolio is governed by economic forecasts, expected direction of interest rates and spreads. Modified duration gives the
percentage change in value of the portfolio following a 1% change in yield. Interest rate swaps and forward rate agreements are used to manage the interest rate risk. The Group uses interest rate gap analysis to measure the interest rate sensitivity of its
annual earnings due to re-pricing mismatches between rate sensitive assets, liabilities and derivative positions.

Assets and liabilities are placed in maturity buckets based on the remaining period to the contractual repricing or maturity dates, whichever is earlier. Customer deposits for which no specific contractual maturity or repricing date exists are placed in ladders
based on the Group's judgement concerning their most likely repricing behaviour.

The repricing profile and effective interest rate of the various asset and liability categories are as follows:

Effective
In BHD millions interest Up to 3to6 6 to 12 1to 5 More than Rate
As at 31 December 2025 rate % 3 months months months years 5 years insensitive Total
Assets
Cash and balances at central banks - - - - - - 198.5 198.5
Treasury bills 4.2% 10.0 - - - - - 10.0
Placements with banks and other financial institutions 5.3% 735.8 8.8 - - - 56.1 800.7
Loans and advances to customers 5.9% 1,250.2 209.2 218.6 1,120.0 388.2 - 3,186.2
Investment securities 5.8% 139.5 145.1 93.3 783.5 511.6 78.1 1,751.1
Investment in associates, interest receivable and other assets - - - - - - 208.3 208.3
Property and equipment - - - - - - 71.5 71.5
Goodwill and other intangible assets - - - - - - 50.3 50.3
Total assets 2,135.5 363.1 311.9 1,903.5 899.8 662.8 6,276.6
Liabilities and equity
Due to banks and other financial institutions 4.9% 789.3 45.5 23.0 37.7 - 45.7 941.2
Borrowings under repurchase agreements 4.6% 483.3 87.6 38.3 - - - 609.2
Customer deposits 4.7% 1,421.1 404.4 407.5 27.3 - 1,705.9 3,966.2
Interest payable and other liabilities - - - - - - 159.8 159.8
Equity - - - - - - 600.2 600.2
Total liabilities and equity 2,693.7 537.5 468.8 65.0 - 2,511.6 6,276.6
On-balance sheet interest rate sensitivity gap (558.2) (174.4) (156.9) 1,838.5 899.8 (1,848.8) -
Off-balance sheet interest rate gap 587.8 59.4 224.8 (370.5) (501.5) - -
Cumulative interest rate sensitivity gap 29.6 (85.4) (17.5) 1,450.5 1,848.8 - -
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34 INTEREST RATE RISK (continued)

Effective
In BHD millions interest Up to 3to6 6to 12 1to 5 More than Rate
As at 31 December 2024 rate % 3 months months months years 5 years insensitive Total
Assets
Cash and balances at central banks - - - - - - 184.8 184.8
Treasury bills 5.1% 69.4 126.7 - - - - 196.1
Placements with banks and other financial institutions 6.2% 570.7 16.0 4.4 - - 34.8 625.9
Loans and advances to customers 6.4% 835.3 371.3 206.6 944.0 662.8 - 3,020.0
Investment securities 6.6% 191.4 - 31.2 571.3 290.0 83.7 1,167.6
Investment in associates, interest receivable and other ¢ - - - - - - 202.4 202.4
Property and equipment - - - - - - 74.3 74.3
Goodwill and other intangible assets - - - - - - 51.1 51.1
Total assets 1,666.8 514.0 242.2 1,515.3 952.8 631.1 5,622.2
Liabilities and equity
Due to banks and other financial institutions 5.6% 503.4 35.1 - - - 41.2 579.7
Borrowings under repurchase agreements 5.5% 178.1 38.6 168.1 - - - 384.8
Customer deposits 5.1% 1,201.1 505.7 391.3 18.1 - 1,627.6 3,743.8
Interest payable and other liabilities - - - - - - 216.9 216.9
Equity - - - - - - 597.0 597.0
Total liabilities and equity 1,882.6 579.4 559.4 18.1 - 2,482.7 5,522.2
On-balance sheet interest rate sensitivity gap (215.8) (65.4) (317.2) 1,497.2 952.8 (1,851.6) -
Off-balance sheet interest rate gap 569.0 - 14.4 (269.8) (313.6) - -
Cumulative interest rate sensitivity gap 353.2 287.8 (15.0) 1,212.4 1,851.6 - -

35 MARKET RISK
a) The Group uses the standardised method for allocating market risk capital.

The following table shows the capital charges as at 31 December:

Risk type 2025 2024
In BHD millions

Interest rate risk 2.0 20
Foreign exchange risk 0.2 5.1
Total minimum capital required for market risk 2.2 71
Multiplier 12.5 125
Market risk weighted exposure under the standardised method 271 88.8

b) The principal risk to which the Group portfolio is exposed is the risk of loss from fluctuations in future cash flows of financial instruments because of changes in the market interest rates. The interest rate
risk management process is supplemented by monitoring the sensitivity of the Group’s financial assets and liabilities to an interest rate shock of 200bps increase / decrease. An analysis of the Group’s
sensitivity to an increase or decrease in market interest rates on the Group's balance sheet (assuming no asymmetrical movement in yield curves and a constant balance sheet position) is as follows:

2025 2024
200 bps 200 bps 200 bps 200 bps
parallel parallel parallel parallel
In BHD millions increase decrease increase decrease
At 31 December (3.6) 3.6 25 (2.5)
Average for the year (0.7) 0.7 5.8 (5.8)
Minimum for the year (0.2) 0.2 25 (2.5)
Maximum for the year (5.1) 5.1 8.6 (8.6)

c) The Group holds investments in quoted equities as part of investment securities. Equity risk is the potential adverse impact due to movements in individual equity prices or general market movements in
stock markets. The Group manages this risk through diversification of investments in terms of geographical distribution and industrial concentration.

Overall non-trading interest rate risk positions are managed by the Treasury division, which uses investment securities, placements with banks, deposits from banks and derivative instruments to manage the
overall position arising from the Group’s non-trading activities. The use of derivatives to manage interest rate risk is described in note 19.
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36 SEGMENT INFORMATION

For management purposes, the Group is organised into the following main strategic business units (SBUs) - Retail Banking, Corporate & Commercial Banking, Overseas Branches and Market & Client Solutions. These SBUs are the
basis on which the Group reports its operating segment information.

The consumer banking and business banking related SBUs in Bahrain provide various banking products and services to the Group's customers. The SBUs are differentiated based on their respective customer segments. Retail
Banking caters to individuals and non-borrowing SMEs, while Corporate & Commercial Banking caters to governments, corporates, commercial enterprises and borrowing SMEs.

Market & Client Solutions SBU has the overall responsibility of managing the Group's liquidity, interest rate, foreign exchange, market risk and investments and also offers structured and trade products. The Overseas Branches SBU

provide various banking products and services to the Group's customers outside Bahrain.

Financial information about the operating segments is presented in the following table:

In BHD millions
For the year ended 31 December

Interest income
Interest expense
Inter-segment interest income / (expense)

Net interest income
Net fee and commission and other income

Corporate & Commercial

Operating income

Segment result

Unallocated corporate expenses
Profit for the year

Other information

As at 31 December
Segment assets

Segment liabilities and Equity

For the year ended 31 December
Depreciation and amortisation for the year
Provision for impaired assets

Retail Banking Banking Overseas Branches Market & Client Solutions Total
2025 2024 2025 2024 2025 2024 2025 2024 2025 2024
75.0 70.6 59.3 58.0 26.9 25.9 145.9 153.7 307.1 308.2
(53.9) (57.2) (41.6) (38.0) (14.9) (12.9) (55.7) (56.7) (166.1) (164.8)
59.4 62.3 11.9 8.9 - - (71.3) (71.2) - -
80.5 75.7 29.6 28.9 12.0 13.0 18.9 25.8 141.0 143.4
9.9 5.5 4.7 25 3.9 25 40.3 37.8 58.8 48.3
90.4 81.2 34.3 314 15.9 15.5 59.2 63.6 199.8 191.7
39.7 33.5 12.7 9.5 (1.5) (1.0) 50.1 55.6 101.0 97.6
(13.8) (14.6)
87.2 83.0
1,656.7 1,575.0 1,083.0 1,097.1 613.8 485.7 2,923.1 2,364.4 6,276.6 5,5622.2
2,725.5 2,674.6 1,399.3 1,343.0 401.1 343.0 1,750.7 1,161.6 6,276.6 5,522.2
(6.4) (5.4) (1.3) (1.4) (1.2) (1.4) (2.0) (1.8) (10.9) (10.0)
(2.0) (2.4) (4.7) 4.7) (1.1) (0.8) (0.2) (0.7) (8.0) (8.6)

Segment revenues and expenses are directly attributable to the business segments. The benefit of the Group's capital has been distributed across the segments in proportion to their total assets employed. Expenses of departments

whose services are jointly utilised by more than one segment have been allocated to the relevant segments on an appropriate basis.

Inter-segment interest income and expense represent the interest cost on the excess funds which are transferred by all the other business segments to Market & Client Solutions.

These segments are the basis on which the Group reports its information to the chief operating decision maker. Transactions between segments are generally recorded at estimated market rates. Interest is charged / credited to

business segments based on a transfer pricing rate, which approximates the marginal cost of funds on a matched funded basis.

Total assets in the retail banking segment includes goodwill and other intangibles of BHD 50.3 million (2024: BHD 51.1 million).
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37 MATURITY PROFILE AND LIQUIDITY RISK

a) MATURITY PROFILE

The table below shows the maturity profile of total assets and liabilities based on contractual terms.

In BHD millions

As at 31 December 2025 Up to 3 months 3 to 6 months 6 months to 1 year 1to 3 vears 3 to 5 years 5to 10 vears 10 to 20 vears Over 20 vears Total

Assets

Cash and balances at central banks 198.5 - - - - - - - 198.5
Treasury bills 10.0 - - - - - - - 10.0
Placements with banks and other financial

institutions 791.9 8.8 - - - - - - 800.7
Loans and advances to customers 514.1 194.1 2241 677.3 653.3 537.6 318.9 66.8 3,186.2
Investment securities 139.5 145.1 93.3 432.7 350.8 370.0 141.6 78.1 1,751.1
Investment in associates and other assets 145.9 6.6 0.2 - 1.4 - - 176.0 330.1
Total assets 1,799.9 354.6 317.6 1,110.0 1,005.5 907.6 460.5 320.9 6,276.6

Liabilities and equity

Due to banks and other financial institutions 571.1 45.5 23.0 301.6 - - - - 941.2
Borrowings under repurchase agreements 483.3 87.6 38.3 - - - - - 609.2
Customer deposits 3,127.0 404.4 407.5 27.3 - - - - 3,966.2
Interest payable & other liabilities 159.8 - - - - - - - 159.8
Equity - - - - - - - 600.2 600.2
Total liabilities and equity 4,341.2 537.5 468.8 328.9 - - - 600.2 6,276.6

In BHD millions

As at 31 December 2024 Up to 3 months 3 to 6 months 6 months to 1 year 1to 3 years 3 to 5 years 5to 10 years 10 to 20 years Over 20 years Total
Assets
Cash and balances at central banks 184.8 - - - - - - - 184.8
Treasury bills 69.4 126.7 - - - - - - 196.1
Placements with banks and other financial
institutions 605.5 16.0 4.4 - - - - - 625.9
Loans and advances to customers 474.9 141.0 216.8 590.7 666.4 573.4 269.4 87.4 3,020.0
Investment securities 191.4 - 31.2 494.8 76.5 198.6 914 83.7 1,167.6
Investment in associates and other assets 139.7 4.6 0.3 0.6 04 - - 182.2 327.8
Total assets 1,665.7 288.3 252.7 1,086.1 743.3 772.0 360.8 353.3 5,522.2
Liabilities and equity
Due to banks and other financial institutions 416.4 35.1 - 128.2 - - - - 579.7
Borrowings under repurchase agreements 178.1 38.6 168.1 - - - - - 384.8
Customer deposits 2,828.7 505.7 391.3 18.0 0.1 - - - 3,743.8
Interest payable & other liabilities 216.9 - - - - - - - 216.9
Equity - - - - - - - 597.0 597.0
Total liabilities and equity 3,640.1 5794 559.4 146.2 0.1 - - 597.0 5,5622.2

b) LIQUIDITY RISK

The table below shows the undiscounted cash flows of the Group’s financial liabilities and undrawn loan commitments on the basis of their earliest contractual liability. The Group's expected cash flows on these instruments vary significantly from this analysis;
for example customers are expected to maintain stable or increased balances in demand deposits and not all undrawn loan commitments are expected to be drawn down immediately. For derivatives that have simultaneous gross settlement (e.g. forward
exchange contracts and currency swaps) the gross nominal undiscounted cash inflow/(outflow) are considered while in the case of derivatives that are net settled the net amounts have been considered.

In BHD millions Gross nominal Less than 3 More than §
As 31 December 2025 Carrying amount inflow / (outflow) months 3 to 6 months 6 to 12 months 1to 5 years years
Non derivative liabilities

Due to banks and other financial institutions 941.2 967.5 573.6 46.5 23.6 323.8 -
Borrowings under repurchase agreements 609.2 618.4 486.6 90.6 41.2 - -
Customer deposits 3,966.2 3,996.9 3,134.7 410.6 420.6 304 0.6
Total non derivative liabilities 5,516.6 5,582.8 4,194.9 547.7 485.4 354.2 0.6
Derivative liabilities

Trading: outflow - 3,386.5 1,925.3 1,039.5 364.9 56.8 -
Trading: inflow 21 3,382.4 1,924.4 1,037.2 364.2 56.6 -
Total derivative liabilities 21 6,768.9 3,849.7 2,076.7 729.1 113.4 -
Banking commitments - - (403.4) - 32.3 - 3711
Financial guarantees - 77.0 11.0 8.5 21.6 35.7 0.2

The Group's consolidated net stable funding ratio (NSFR) as at 31 December 2025 was 133% (31 December 2024: 128%), while the average LCR for the fourth quarter of the year stood at 425% (31 December 2024: 286%). The Group continues to meet
minimum required regulatory liquidity ratios and is also in compliance with the minimum required capital adequacy ratio (“CAR”). Further details on NSFR and LCR are disclosed in note 38.
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b) LIQUIDITY RISK (continued)

Gross

nominal
In BHD millions inflow / Less than 3to6 6to 12 1t05 More than
As 31 December 2024 Carrying amount (outflow) 3 months months months years 5 years
Non derivative liabilities
Due to banks and other financial institutions 579.7 585.7 417.8 35.8 - 132.1 -
Borrowings under repurchase agreements 384.8 394.7 179.8 40.3 174.6 - -
Customer deposits 3,743.8 3,972.8 2,971.2 549.6 433.3 18.6 0.1
Total non derivative liabilities 4,708.3 4,953.2 3,568.8 625.7 607.9 150.7 0.1
Derivative liabilities
Trading: outflow - 1,776.7 1,101.0 357.8 317.9 - -
Trading: inflow 2.0 1,775.9 1,101.0 357.1 317.8 - -
Total derivative liabilities 2.0 3,552.6 2,202.0 714.9 635.7 - -
Banking commitments - - (324.8) 1.6 0.5 42.3 280.4
Financial guarantees - (70.4) (10.0) (6.9) (13.8) (39.6) (0.1)

38 LIQUIDITY RATIOS

a) LIQUIDITY COVERAGE RATIO

The Bank calculates the liquidity coverage ratio (“LCR”) in accordance with the CBB guidelines and the Basel Ill framework. LCR is defined as the ratio of the stock of high
quality liquid assets (‘HQLA”) to total net cash outflows over a 30-day stress period. This measure is designed to ensure that the Bank maintains sufficient liquidity to withstand
short-term financial stress. Banks are required to meet a minimum LCR of 100% on a continuous basis. The average daily LCR for the quarter ending 31 December 2025 and 31
December 2024 is presented below.

In BHD millions

As at 31 December 2025 2024
Stock of HQLA 1,901.1 1,816.7
Net Cash outflows 461.0 662.9
LCR 425% 286%

b) NET STABLE FUNDING RATIO
The main objective of the NSFR is to promote resilience in the banking system by improving the funding profile of banks by ensuring sufficient level of stable funding in relation to

assets and commitments. The NSFR thus promotes banks to rely on funding from stable sources and long-term borrowing in order to reduce the risks of disruptions which might
impact the bank’s liquidity position. Banks are required to meet a minimum NSFR of 100% on a continuous basis.

The main drivers behind the Group’s strong available stable funding (ASF) are the healthy capital base (16% of the Group’s ASF), large deposits portfolio with strong
contributions from the retail and small business sectors (56% of the Group’s ASF) and the sizable corporate and sovereign deposits (27% of the Group’s ASF).

The majority of the Group’s investment security portfolio is classified as high-quality liquid assets (HQLA). The Group’s HQLA securities accounted for 30% of the Group’s
required stable funding (RSF) before applying the relevant weights. Lending provided to financial institutions in the form of loans or placements was predominantly short-term in
nature, which required a lower level of required funding, with 85% of total lending provided to financial institutions being in the less than 6 months maturity bucket.

The NSFR of 133% at 31 December 2025 is 5% higher than the 31 December 2024 ratio at 128%. The increase was due to a 8% increase in ASF resulting from a 14% increase
in wholesale funding, which was partially offset by a 3% increase in RSF following a 6% increase in lending to corporates, SMEs, retails, and sovereigns.

Further details on the calculation of the NSFR is presented in the following tables.

In BHD millions

As of 31 December 2025 Unweighted Values (before applying factors)
No More than 6
. Less than 6 months and Over one Total
Item Specified .
. months less than one year Weighted
Maturity
year Value
Available Stable Funding (ASF):
Capital:
Regulatory Capital 594.5 - - 25.0 619.5
Retail Deposits and deposits from small business customers:
Stable deposits - 300.2 5.8 - 290.7
Less stable deposits - 1,852.7 223.4 01 1,868.6

Wholesale funding:
Operational deposits - - - - -

Other wholesale funding - 2,582.6 249.0 312.0 1,048.2
Other liabilities:

All other liabilities not included in the above categories - 130.0 - 15.3 15.3
Total ASF 3,842.3
Required Stable Funding (RSF): - - - - 107.0

Total NSFR high-quality liquid assets (HQLA)
Performing loans and securities:
Performing loans to financial institutions secured by non-level 1 HQLA and

unsecured performing loans to financial institutions - 316.6 8.6 47.3 99.0
Performing loans to non-financial corporate clients, loans to retail and small

business customers, and loans to sovereigns, central banks and PSEs: - 497.5 188.1 1,553.6 1,663.3
-With a risk weight of less than or equal to 35% under the CBB Capital Adequacy

Ratio guidelines - - - 594.0 386.1

Performing residential mortgages, of which:
-With a risk weight of less than or equal to 35% under the CBB Capital Adequacy

Ratio guidelines - - - 156.4 101.7
Securities that are not in default and do not qualify as HQLA, including exchange-

traded equities - 14.9 44.4 18.1 46.4
Other Assets:

NSFR derivative assets - 36.5 - - 36.5
NSFR derivative liabilities before deduction of variation margin posted - 3.6 - - 3.6
All other assets not included in the above categories 355.6 - - - 355.6
OBS items - - - - 81.5
Total RSF 2,880.7
NSFR % 133%
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b) NET STABLE FUNDING RATIO (continued)

In BHD millions

As of 31 December 2024 Unweighted Values (before applying factors)
More than 6
tem No Specified Less than 6 months and Over one T0t6|
Maturity months less than one year Weighted
vear Value

Available Stable Funding (ASF):
Capital:
Regulatory Capital 601.7 - - 28.7 630.4
Retail Deposits and deposits from small business customers:
Stable deposits - 285.9 5.0 - 276.3
Less stable deposits - 1,677.8 226.2 11.6 1,725.3
Wholesale funding:
Operational deposits - - - - -
Other wholesale funding - 2,015.6 338.2 129.0 923.3
Other liabilities:
All other liabilities not included in the above categories - 181.0 - 13.3 13.3
Total ASF 3,568.6
Required Stable Funding (RSF):
Total NSFR high-quality liquid assets (HQLA) - - - - 76.6
Performing loans and securities:
Performing loans to financial institutions secured by non-level 1 HQLA
and unsecured performing loans to financial institutions - 2474 21.0 62.9 110.5
Performing loans to non-financial corporate clients, loans to retail and
small business customers, and loans to sovereigns, central banks and
PSEs: - 470.0 198.3 1,455.5 1,571.3
-With a risk weight of less than or equal to 35% under the CBB Capital
Adequacy Ratio guidelines - - - 619.4 402.6
Performing residential mortgages, of which:
-With a risk weight of less than or equal to 35% under the CBB Capital - - - 121.2 78.8
Securities that are not in default and do not qualify as HQLA, including
exchange-traded equities - - 188.0 13.1 105.5
Other Assets:
NSFR derivative assets - 13.6 - - 13.6
NSFR derivative liabilities before deduction of variation margin posted - 10.8 - - 10.8
All other assets not included in the above categories 342.2 - - - 342.2
OBS items - - - - 741
Total RSF 2,786.0
NSFR % 128%

39 RETIREMENT BENEFIT COSTS

The Group's obligations to defined contribution pension plans for employees who are covered by the social insurance pension scheme in Bahrain and its overseas branches are recognised as
an expense in the statement of profit or loss. The Group's contribution for 2025 amounted to BHD 4.1 million (USD 10.9 million) [2024: BHD 3.7 million (USD 9.8 million)].

Other employees are entitled to leaving indemnities payable in accordance with the employment agreements or under the respective labour laws. The movement in the provision for leaving
indemnities during the year was as follows:

Provision for leaving indemnities

Movements during the year 2025 2024

BHD millions USD millions  BHD millions ~ USD millions
At 1 January 3.3 8.8 3.0 8.0
Charge for the year 0.9 23 0.9 24
Paid during the year (0.4) (1.1) (0.6) (1.6)
At 31 December 3.8 10.0 3.3 8.8

40 LEGAL CLAIMS

As at 31 December 2025, legal suits pending against the Group aggregated to BHD nil (USD nil) [31 December 2024: BHD nil (USD nil)].

41 EARNINGS AND DIVIDEND PER SHARE

2025 2024

BHD millions USD millions  BHD millions USD millions
Profit attributable to the shareholders of the Bank 85.1 225.7 81.9 217.2
Dividend proposed at 35% (2024: 35%) 79.0 209.5 79.2 210.1
Weighted average number of shares issued (millions)
Ordinary shares as at 1 January 2025 2,266.1 2,266.1 2,266.1 2,266.1
Less treasury shares (8.5) (8.5) (5.2) (5.2)
Less unallocated employee shares (1.9) (1.9) (5.5) (5.5)
Weighted average number of ordinary shares (millions) as at 31 December 2,255.7 2,255.7 2,255.4 2,255.4
Earnings per share 38 fils 10 cents 36 fils 10 cents
Dividend per share 35 fils 9 cents 35 fils 9 cents
Bonus / stock dividend per share Nil Nil Nil Nil

Diluted earnings per share is the same as basic earnings per share as the Group does not have any potential dilutive instruments in issue.
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42 ACCOUNTING CLASSIFICATION AND FAIR VALUE OF FINANCIAL INSTRUMENTS

a) The following table provides disclosure of the accounting classification for assets and liabilities:

Fair value

Fair value through other Total
In BHD millions through comprehensive carrying
As at 31 December 2025 profit or loss income Amortised cost amount
Cash and balances at central banks - - 198.5 198.5
Treasury bills - - 10.0 10.0
Placements with banks and other financial institutions - - 800.7 800.7
Loans and advances to customers 1.3 - 3,184.9 3,186.2
Investment securities 57.9 666.9 1,026.3 1,751.1
Interest receivable & other assets 17.2 - 312.9 330.1
Total assets 76.4 666.9 5,533.3 6,276.6
Due to banks and other financial institutions - - 941.2 941.2
Borrowings under repurchase agreements - - 609.2 609.2
Customer deposits - - 3,966.2 3,966.2
Interest payable & other liabilities - - 159.8 159.8
Total liabilities - - 5,676.4 5,676.4
In BHD millions
As at 31 December 2024
Cash and balances at central banks - - 184.8 184.8
Treasury bills - 176.9 19.2 196.1
Placements with banks and other financial institutions - - 625.9 625.9
Loans and advances to customers 1.7 - 3,018.3 3,020.0
Investment securities 4.2 427.0 736.4 1,167.6
Interest receivable & other assets 18.8 - 309.0 327.8
Total assets 24.7 603.9 4,893.6 5,522.2
Due to banks and other financial institutions - - 579.7 579.7
Borrowings under repurchase agreements - - 384.8 384.8
Customer deposits - - 3,743.8 3,743.8
Interest payable & other liabilities - - 216.9 216.9
Total liabilities - - 4,925.2 4,925.2

b) Fair value of financial instruments

The Group measures fair values of financial instruments using the following fair value hierarchy that reflects the significance of the inputs
used in making the measurements.

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Valuation techniques based on observable inputs, 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 prices for identical or similar
instruments in markets that are considered less than active; or other valuation techniques where all significant inputs are directly observable
from market data.

Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments where the valuation technique
includes input not based on observable data and the unobservable inputs have a significant effect on the instrument’s valuation.

All financial instruments other than those disclosed in the table below are classified as level 2.

(i) Loans and advances: The fair value of floating rate loans which have been disbursed at market rates approximate carrying value. The fair
value of fixed rate loans, estimated by discounting future cash flows expected to be received and taking into account expected credit losses
based on historical trends, also approximated the carrying value.

(ii) Customer deposits: The estimated fair value of deposits with no stated maturity, which includes non-interest bearing deposits, is deemed
to equal the amount repayable on demand, which is represented by the carrying value of the deposits. For interest bearing fixed maturity
deposits, the Group estimates that fair value will approximate their book value as the majority of deposits are of short term nature and all
deposits are at market rates.

(iii) Other financial assets and liabilities: The fair value is considered to approximate their book values due to their short term nature and
negligible probability of credit losses.
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42 ACCOUNTING CLASSIFICATION AND FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

b) Fair value of financial instruments (continued)

The table below analyses financial assets and liabilities carried at fair value, by valuation method.

In BHD millions 2025 2024
At 31 December Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Fair value through profit or loss:
Equity instruments / managed funds - 3.8 - 3.8 - 4.0 - 4.0
Debt instruments 27.8 26.3 - 54.1 - 0.2 - 0.2
Loans and advances to customers - - 13 1.3 - - 1.7 1.7
Fair value through other comprehensive income:
Debt instruments 527.8 64.8 - 592.6 464.8 59.4 - 524.2
Equity instruments 50.4 - 23.9 74.3 55.2 - 245 79.7
Derivative financial assets - 53.3 - 53.3 - 56.7 - 56.7
Total 606.0 148.2 25.2 779.4 520.0 120.3 26.2 666.5
Derivative financial liabilities - 1.0 - 1.0 - 28.5 - 28.5

The following table analyses the movement in level 3 financial assets during the year. There were no transfers between level 1, level 2 and level 3 of the fair value hierarchy.

Investment securities Loans and advances

In BHD millions 2025 2024 2025 2024
At 1 January 245 33.7 17 21
Total gains / losses in other comprehensive income (0.6) 0.5 - -
Transfer to investment in associates - 9.7) - -
Total gains in profit or loss - - 0.1 0.1
Principal reduction - - (0.5) (0.5)
At 31 December 23.9 245 1.3 1.7

Total gain for the year included in the statement of profit or loss for assets / liabilities classified as level 3 at 31 December 2025 is BHD 0.1 million (USD 0.3 million) [2024: BHD 0.1 million (USD 0.3 million)].

Level 3 comprises unquoted equity investments classified as fair value through other comprehensive income which are measured at their estimated fair value based on the investment's latest available
financial information. The valuation of BHD 3.3 million (USD 8.8 million) [31 December 2024: BHD 3.1 million (USD 8.2 million)] of level 3 unquoted equities is based on discounted cash flow (DCF) method
which involves the application of a discount rate to free cashflow to calculate the enterprise value. The discount rate applied for the purpose of valuation is weighted average capital cost (WACC) of 11.1%
(31 December 2024: 10.2%).

Sensitivity analysis of the movement in fair value of the financial instruments in the level 3 category financial assets is assessed as not significant to the other comprehensive income and total equity.

43 AVERAGE BALANCES

The following are average daily balances for the year: 2025 2024

BHD millions USD millions BHD millions USD millions
Total assets 5,846.4 15,507.7 5,427.4 14,396.3
Total liabilities 5,281.3 14,008.8 4,863.8 12,901.3
Total equity 565.1 1,498.9 563.6 1,495.0
Contingent liabilities and undrawn loan commitments 829.1 2,199.2 814.8 2,161.3

44 SHARIAH-COMPLIANT FACILITIES

The Group offers various shariah-compliant facilities through approved products at the Bank or through BISB, the Islamic retail banking subsidiary. The activities of each bank are supervised by their
respective Shariah Supervisory Board.

The Group does not commingle funds raised from shariah-compliant products and does not use shariah-compliant sources of funding to finance its non shariah-compliant assets.

The Group’s shariah-compliant assets and liabilities are as follows:

As at 31 December 2025 2024
BHD millions USD millions BHD millions USD millions
Assets
Cash and balances at central banks 56.3 149.3 55.2 146.4
Placements with banks and other financial institutions 307.3 815.1 177.8 4716
Loans and advances to customers 1,666.6 4,420.7 1,564.8 4,150.7
Investment securities 497.0 1,318.3 3226 855.7
Investment in associates 9.0 239 127 33.7
Interest receivable and other assets 24.0 63.7 23.1 61.3
Property and equipment 17.7 46.9 17.0 451
Goodwill and other intangible assets 50.3 133.4 51.1 135.5
2,628.2 6,971.3 2,224.3 5,900.0
Liabilities
Due to banks and other financial institutions 302.0 801.1 313.0 830.2
Borrowings under repurchase agreements 114.9 304.8 41.4 109.8
Customer deposits 1,204.3 3,194.4 1,006.3 2,669.2
Interest payable and other liabilities 41.5 110.1 49.9 132.4
1,662.7 4,410.4 1,410.6 3,741.6
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44 SHARIAH-COMPLIANT FACILITIES (continued)

The Group’s statement of profit and loss limited to shariah-compliant activities is presented below:

For the year ended 31 December 2025 2024
BHD millions USD millions BHD millions USD millions

Profit income 122.8 325.7 99.4 263.7
Profit expense (49.9) (132.4) (53.7) (142.4)
Net profit income 72.9 193.3 45.7 121.3
Net fee and commission income 41 10.9 3.5 9.3
Other income 14.2 37.7 2.6 6.9
Total operating income 91.2 241.9 51.8 137.5
Staff expenses 15.6 41.4 14.0 37.1
Depreciation, amortisation and equipment expenses 4.8 12.7 3.9 10.3
Other operating expenses 7.7 20.4 9.2 24 .4
Total operating expenses 28.1 74.5 271 71.8
Profit before results of associates,

and impairment 63.1 167.4 24.7 65.7
Share of profits of associates, net 0.2 0.5 0.2 0.5
Net impairment losses on financial instruments (9.5) (25.2) (6.8) (18.1)
Profit for the year 53.8 142.7 18.1 48.1

The Group follows IFRS for accounting and measurement of all its financial assets and liabilities and for any resulting income and
expenses. Note 2 of the consolidated financial statements outlines the details of the Group's accounting policies.

Revenue recognition and measurement for shariah-compliant financing assets

Shariah-compliant financing assets are classified under loans and advances in the consolidated financial statements and are carried at
amortised cost less impairment allowances. Profit from shariah-compliant financing contracts are recognised in the income statement as it
accrues, taking into account the effective yield of the asset or an applicable floating rate.

Unrestricted investment accounts

Unrestricted investment accounts are classified under deposits from customers in the consolidated financial statements and are carried at
amortised cost. Finance expense on such accounts are recognised in the income statement as it accrues, taking into account the
effective yield of the liability or an applicable floating rate.

The Group charges management fee (mudarib fees) to unrestricted investment account holders. The income attributable to customers
from the total unrestricted investment accounts income is allocated to the investment accounts after setting aside provisions and
deducting the Group’s share of income. The allocation of income is determined by the management of the Group within the allowed profit
sharing limits as per the terms and conditions of the unrestricted investment accounts. Administrative expenses incurred in connection
with the management of the funds are borne directly by the Group and are not charged separately to investment accounts.

Conflicts with the requirements of the Accounting and Auditing Organisation for Islamic Financial Institutions (AAOIFI)
The Group’s accounting and measurement policies differ from the requirements of AAOIFI in the following areas:

- In respect of income recognition from mudaraba and musharaka contracts, AAOIFI allows for recognition of income only on the basis of
declaration and distribution of profits from the underlying contracts. However, as per the Group’s current policies, income is recognised on
an accrual basis taking into account the effective yield of the asset.

- In respect of finance lease contracts (ijarah muntahia bittamleek), AAOIFI standards require the Group to recognise the asset under
lease on its books and depreciate it over the lease term. However, as per the Group’s current policies, the amount financed is recognised
as a loan and the income is recognised over the lease term on an accrual basis taking into account the effective yield of the asset. This
accounting policy variation has no impact on the Group's consolidated statement of profit or loss.

- In respect of murabaha receivables (fixed profit products), AAOIF| requires recognition of receivables assets at its face value (i.e. the
gross amount) and requires deferred profits to be netted against the receivable balance for the purpose of presentation in the consolidated
financial statements. As per the Group’s current policies, the amount receivable is recognised at its amortised cost (i.e. profits are
recognised only on an accrual basis). However, the net amount of murabaha receivables for the purposes of the financial statements
remains to be the same under both IFRS and AAOIFI.

- Funds raised from unrestricted investment account holders are required to be shown as a separate category between equity and
liabilities. However, as the Group complies with IFRS, the funds raised from unrestricted investment account holders are disclosed under
liabilities.

- In respect of investment properties, AAOIFI standards require the Group to recognise the changes in fair value (only gains) in the fair
value reserve and losses to be adjusted against the fair value reserve to the extent of the available balance, with the remaining losses
recognised in the consolidated statement of profit or loss. However, as per the Group’s current policies, changes in the fair value of the
investment properties subsequent to initial recognition are recorded in the consolidated statement of profit or loss. This has not resulted in
any impact on the Group’s consolidated statement of profit or loss during the year.
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45 CAPITAL ADEQUACY

The Group operates as an independent banking institution with headquarters in Bahrain, subsidiary and branches in Bahrain, United Arab
Emirates and Saudi Arabia.

The capital adequacy ratio has been calculated in accordance with Basel 11l and Central Bank of Bahrain guidelines incorporating credit risk,
operational risk and market risk. The Group uses the standardised approach for computing credit risk. Operational risk is computed using
the basic indicator approach. Market risk is computed using the standardised method.

The details of the Group's capital adequacy calculations are shown below:

As at 31 December 2025 2024

BHD millions USD millions BHD millions USD millions
Common equity (CET1) 544.2 1,443.5 550.6 1,460.5
Additional tier 1 - - - -
Total common equity tier 1 (CET) 544.2 1,443.5 550.6 1,460.5
Tier 2 25.0 66.3 28.7 76.1
Total capital base 569.2 1,509.8 579.3 1,536.6
Risk weighted exposure:
Credit risk 2,432.7 6,452.8 2,292.8 6,081.7
Market risk 271 71.9 88.8 2355
Operational risk 319.4 847.2 311.5 826.3
Total risk weighted exposure 2,779.2 7,371.9 2,693.1 7,143.5
CET 1 ratio 19.6% 20.4%
Total capital adequacy ratio 20.5% 21.5%

Conventional banks are required to maintain a minimum total capital adequacy ratio of 12.5%. Additionally, according to Central Bank of
Bahrain rulebook, banks designated as domestic systemically important banks (DSIBs) must hold designated HLA (high loss absorbency)
expressed as common equity tier 1 capital at 1.5% of the total risk weighted assets, as calculated for the purposes of capital adequacy.

46 DEPOSIT PROTECTION SCHEME

Deposits held with the Group's Bahrain operations are covered by the regulation protecting deposits and unrestricted investment accounts
issued by the Central Bank of Bahrain in accordance with Resolution No (34) of 2010. The scheme applies to all eligible accounts held with
Bahrain offices of the Group subject to specific exclusions, maximum total amount entitled and other regulations concerning the
establishment of a Deposit Protection Scheme and a Deposit Protection Board.

47 TAXATION

Domestic minimum top-up tax (DMTT)

NBB is subject to the Organization for Economic Cooperation and Development (OECD) Global Anti-Base Erosion Pillar Two Model Rules
(GIloBE rules) that apply to multinational enterprise (MNE) groups with total annual consolidated revenue exceeding EUR 750 million in at
least two of the four preceding fiscal years.

The Group is domiciled and operates in the Kingdom of Bahrain which has issued and enacted Decree Law No. (11) of 2024 (Bahrain

DMTT law) on 1 September 2024 introducing a DMTT of up to 15% on the taxable income of the Bahrain resident entities of the MNE group
for fiscal years commencing on or after 1 January 2025.

Based on management assessment, NBB qualifies for the relief provided to MNE groups under Article 15 of the Bahrain DMTT Law. This
relief reduces tax liability to zero for the near term subject to meeting certain conditions.

48 SUBSEQUENT EVENT

Potential merger with Bank of Bahrain and Kuwait B.S.C. (BBK)

The Group has initiated discussions with BBK about a potential merger and the due diligence process commenced during January 2026.
The process is at its initial stages and an estimate of the financial effect of the potential transaction cannot be made reliably at this stage.

49 COMPARATIVES

Certain comparatives have been regrouped where necessary to conform to the current year's presentation. The regrouping did not affect
previously reported profit for the year or total equity of the Group.
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