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BOARD OF DIRECTORS REPORT

On behalf of the Board of Directors of Bahrain Islamic Bank (BisB), | am pleased to present the Annual Financial and
Sustainability Report for the year ended 31 December 2025. This year, the Bank delivered its soundest, most
remarkable financial performance to date. This exceptional performance was apparent to its financial strength
resilience and execution, despite a challenging macroeconomic environment characterized by funding volatility,
margin pressure and continued global uncertainty. The performance was driven by disciplined balance sheet
management, improved asset quality, effective execution of strategic initiatives, and deliberate emphasis on
enhancing the Bank’s customer experience initiatives, service quality and value proposition, which together
delivered sustainable financial outcome.

The Board remains confident with the Bank’s sound financial position and its ability to navigate ongoing
uncertainties while continuing to deliver sustainable value to shareholders.

During the year 2025, the Bank recorded an outstanding net profit of BD 18.5 million, compared to BD 5.1 million
for the year ended 31 December 2024. This performance was underpinned by the successful execution of the sale
of one of the largest real estate investments, undertaken as part of our broader balance sheet optimization
strategy to enhance capital efficiency and unlock value for shareholders.

More importantly, the Bank’s strong financial performance was primarily driven by sustainable improvement in
core profitability, supported by solid underlying operating momentum and growth in reoccurring revenue streams.

The Bank continued to grow its assets selectively while maintaining discipline in risk management. Total assets
increased by 17%, from BD 1,542 million as of 31 December 2024 to BD 1,804 million as of 31 December 2025,
while customer deposits grew by 13%, from BD 1,039 million as of 31 December 2024 to BD 1,174 million as of 31
December 2025, driven primarily by a healthy growth in low-cost deposits. Islamic financing remained stable at
BD 1 billion as of 31 December 2025, reflecting our continued focus on high-quality asset and risk-adjusted returns
rather than volume-led growth.

The Bank further strengthened its capital and liquidity positions, evidenced by a boosted Capital Adequacy Ratio
from 20.4% as of 31 December 2024 to 24.9% as of 31 December 2025, as well as materially improved liquidity
metrics remaining comfortably above regulatory requirements, reinforcing balance sheet resilience and funding

stability.
Macroeconomic Environment and Risk Oversight

Throughout the year, BisB closely monitored an evolving macroeconomic environment characterized by yield curve
inversion, sustained elevated profit rates, intensified sector competition, and evolved regulatory requirements. In
response, the Bank continued to improve the structure of the balance sheet, by diversifying the source of funding,
and changing the composition of the liabilities. These actions reflect a disciplined approach to risk management
and reinforce the Bank’s ability to navigate market volatility while preserving long-term financial stability.

Operational Performance and Business Segments

Operational efficiency also improved significantly, with the cost-to-income ratio declining from 70% for the year
ended 31 December 2024 to 51% for the year ended 31 December 2025. This improvement reflects enhanced
income quality, cost optimization, digitalization initiatives, transformation and effective group-level synergies.
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Performance during the year was supported by positive contributions across all core business segments. Retail
Banking delivered solid growth through an expanded product offering, improved customer experience and entry
into new customer segments and markets, resulting in improved portfolio quality. Corporate Banking remained
aligned with strategy, prioritizing high quality exposures and selective financing to well rated counterparties.
Treasury performance was robust, supported by proactive liquidity management, interbank placement
optimization, improved sukuk portfolio performance, and higher foreign exchange income.

Strategic Progress and Sustainability

Being the second year of the Future Forward Strategy, 2025 marked a key phase of execution and consolidation.
The Bank made solid progress in strengthening balance sheet resilience, improving profitability and operational
efficiency, advancing digital transformation, and reinforcing customer-centricity. These initiatives have enhanced
the Bank’s ability to operate effectively in a dynamic environment while laying the foundations for sustainable
long-term growth.

Sustainability and responsible banking continued to be embedded within the Bank’s strategy and operating model.
During the year, progress was achieved through an updated materiality assessment, the development of a
three-year sustainability roadmap, strengthened governance arrangements, the formulation of a decarbonization
plan, and the launch of the sustainable finance framework. These initiatives support long-term value creation
aligned with national priorities and the best global practices.

Contribution to Bahrain Economic Vision 2030

As the first and national Islamic financial institution of Bahrain, BisB remains committed to supporting Bahrain
Economic Vision 2030. Through Shari’a compliant financing, support for government-related initiatives, digital
transformation, SME development, talent development, education, and sustainable finance, the Bank continues to
contribute to economic diversification, financial stability, innovation, and social development.

Governance and Outlook

Strong governance remains central to the Board’s oversight. During the year, governance frameworks were
refreshed, oversight processes strengthened, and accountability further enhanced, supported by the continued
guidance of the Shari'a Supervisory Board to ensure full compliance with Shari’a principles.
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