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Dear Sir,

Subject: Analyst/ Investors Conference Transcript
for _the Year Ended 31 December 2019 — Ahli

United Bank B.S.C. Bahrain (AUB)

With reference to Article number 8-4-2 “Continuing
Obligations in the Premier Market” of Boursa Kuwait
Rule Book issued as per resolution number 1 for the
year 2018, AUB, as a “Premier Market” category
listed entity, hereby advises you that an Analyst/
Investors Conference was held through a live webcast
at 2 PM local time on Wednesday, 12 February 2020.

Attached is the transcript of the Analyst/ Investors
Conference and the related presentation for the year
ended 31 December 2019.

With kind regards,

Yourg sincerely,

-

Sanjeev Baijal
Deputy Group Chief Executive Officer
Finance & Strategic Development
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Year Ended 31 December 2019- Ahli United Bank B.S.C Investor/ Analyst Webcast Transcript
Wednesday, 12 February 2020, 2 PM Bahrain Time

Speakers from Ahli United Bank:

Mr. Sanjeev Baijal, Deputy Group CEO — Finance & Strategic Development
Mr. Keith Gale, Deputy Group CEO — Risk, Legal & Compliance

Mr. Srinivasan Rathinam — Group Head of Finance

Mr. Rajeev Gogia — Group Head of Strategic Development, and

Mr. Chandra Mohan Ganapathy — Group Head of Risk Management

ISR .

Moderator:
Chiro Ghosh, Lead Research- Financial Institutions, SICO Bank

List of attendees:

Organization Name

SICO Bank Sumaya Aljazeeri
SICO Bank Sreeni Konnat

SICO Bank Meera Reddy

Osool Asset Management Ebrahim AlAraifi
Wafra International Investments Mohammad AlKhayyat
Khalid AIMoayed & Sons WLL Raja Sankar VS
EFG-Hermes Ahmed El-Shazly




Operator:

Operator:

Chiro Ghosh:

Sanjeev Baijal:

-  WEBCAST TRANSCRIPT STARTS -

This is Conference #4993995

Thank you all for standing by, ladies and gentlemen, and welcome to today's AUB
year end 2019 Conference Call.

I would now like to hand the call over to your speaker, Mr. Chiro Ghosh. Thank you,
please go ahead.

Greetings Ladies and gentlemen. This is Chiro Ghosh from SICO and | would like to
welcome you all to the AUB Group's Q4/2019 results conference call. It is my

pleasure to host AUB Group’s Senior Management today. We have here with us:

Sanjeev Baijal, Deputy Group CEO — Finance & Strategic Development
Keith Gale, Deputy Group CEO — Risk, Legal & Compliance
Srinivasan Rathinam — Group Head of Finance

Rajeev Gogia — Group Head of Strategic Development

Chandra Mohan Ganapathy — Group Head of Risk Management

By now, you should have received the Bank’s presentation and earnings release and
detailed financials for the full year, which has also been uploaded on the group’s
website. You can view this on the webcast too. Now without further delay | will hand
over the call to Sanjeev Baijal to commence the conference Call. Thank you.

I, Sanjeev Baijal, on behalf of the AUB team welcome you all to the investor/analyst
webcast this afternoon covering the AUB Group consolidated results for the year
ended 31 December 2019.

The salient features of the Bank’s performance during the year are as follows:

e Overall the Bank achieved a net profit, attributable to its equity shareholders, of
US$ 730.5 million for the year ended 31 December 2019, representing a 4.7%
increase as compared to a net profit of US$ 697.5 million achieved in 2018. The
Q4/2019 net profit of US$ 172.1 million represents a 1.7% improvement over the
Q4/2018 reported profit of US$ 169.3 million.



Despite the very low prevailing average interest rate environment and overall
weak market conditions, net operating income increased (+5.1%) from US$
1,124.3 million in 2018 to US$ 1,181.1 million in 2019. Net interest income
improved to US$ 951.5 million in 2019 compared to US$ 940.5 million in 2018
driven by growth in average loans and investments. Increases in net interest
income, trading and investment income and others resulted in a rise in operating
income to US$ 1,235.5 million during 2019 compared to US$ 1,210.6 million in
2018.

Cost to income ratio was controlled at 28.6% (2018: 27.1%) reflecting the
consistent implementation of AUB’s structured cost discipline and intelligent
spend approach.

Solid asset quality levels were sustained with an unchanged non-performing
loans ratio of 1.9% (31 December 2018: 1.9%) with specific provision coverage
ratio of 85.9% (31 December 2018: 85.5%) and a total provision coverage ratio
of 185.6% (31 December 2018: 214.7%). Coverage levels were assisted by
focused asset recovery efforts during the year. Provision coverage levels are
calculated on a cash provision basis excluding the value of the additional
significant non-cash (real estate and securities) collateral available against non-
performing loans.

The resultant Basic and Diluted Earnings per Share in 2019 was US 7.9 cents
(+3.9%), compared to US 7.6 cents in 2018.

I will now proceed to comment on balance-sheet parameters and related operating

returns:

The Group’s total assets at 31 December 2019 increased by 13.4% to US$ 40.3
billion (31 December 2018: US$ 35.5 billion).

Assets growth is attributable to a 6.3% growth in the loans and advances
portfolio to US$ 20.7 billion (31 December 2018: US$ 19.5 billion) and growth
in the non-trading investments portfolio to US$ 9.1 billion (31 December 2018:
US$ 7.6 billion) as part of an overall strategy to further balance-sheet
diversification and to enhance in-built liquidity sources while expanding risk

adjusted returns on a prudent basis.



Chiro Ghosh:

e Asset growth was funded from an increase in diversified customer deposits
(+US$ 1.9 hillion) and through repo borrowings (+US$ 1.1 billion). CASA
deposits increased by US$ 0.7 billion (+10.5%) to US$ 7.3 billion over 2018.

e The Group’s equity attributable to owners at 31 December 2019 increased by 9.1
% to US$ 4.3 billion (31 December 2018: US$ 3.9 billion).

e The Group’s Return on Average Equity achieved for 2019 was 17.7% (2018:
18.1%). Return on Average Assets was at 2.1% for 2019 (2018: 2.2%).

e AUB reported a total capital adequacy ratio of 16.4% as compared to the

regulatory minimum capital ratio of 12.5%.

The record results for 2019 continues to reflect the sustained benefits arising from
AUB?’s diversified business model, robust risk management framework and judicious
business driven operating culture centred on optimising prudent and risk adjusted

sustainable returns within a disciplined “intelligent spend” cost culture.

AUB group’s effective and successful implementation of its diversified business
model is witnessed with no single country contributing more than circa 20% of
NPAT.

We have also provided in Appendix | - Il five year trends of operating performance

and resultant KPIs as a testament of AUB Group’s strong underlying fundamentals.

Regarding the proposed acquisition by KFH of AUB, necessary public disclosures

have been made with the last one on 6 February 2020.

I now conclude my opening statement and leave the floor for the Question &
Answers.

We will wait for a couple of minutes for questions to come in.

First question from Raja Sankar VS, Khalid AlIMoayed & Sons WLL

“What are the consequences to be faced by AUB customers on account of merging with
KFH?”



Sanjeev Baijal:

Chiro Ghosh:

Sanjeev Baijal:

Chiro Ghosh:

Srinivasan R:

Chiro Ghosh:

Keith Gale :

The conversion process will be undertaken after the consummation of the transaction
with the approval of regulators in a phased manner with minimal disruption ensuring
continuity of operations and services to the customers. This will be managed within an

agreed timeframe and process.

Second question from Raja Sankar VS, Khalid Al Moayed & Sons WLL
As one of the premier commercial bank and equal financial strength of KFH then why are

you merging with KFH?

KFH is one of the premier Islamic institutions with a footprint across many
countries including Bahrain, Kuwait, Turkey and Malaysia. On a combined basis
the underwriting capacity increases to enable the Group to partake in the
development of economies in which the Group will operate and both banks will
benefit from the diversity and experience that both banks have accumulated over
the years.

Next question from Meera Reddy, SICO Bank
Most of the fresh deposits inflow in Q4/2019 seems to have been parked in inter-bank
assets. Are these short-term deposits that may flow out in Q1/2020 hence parked in liquid

assets or because these deposits came in later part of 2019 and could not lent?

These are not necessarily short-term inflows, these are due to concerted efforts in deposit
mobilization in all entities including Kuwait and Egypt. Deposits that have been deployed
in inter bank deposits are also net interest accretive with positive contribution to the
NPAT.

Question from Sumaya Aljazeeri, SICO Bank
The loan growth was healthy however | see much of it is driven from the real estate

sector, can you throw some color, from which country is it origination?

We agree that loan growth was healthy at 6% , however, real estate growth at 7% was
not significantly different from the overall rate of growth. Real estate remains an
important segment for the bank comprising 25.7% of the overall portfolio at the 2019

5



Chiro Ghosh:

Srinivasan R:

Chiro Ghosh:

Sanjeev Baijal:

year- end as compared to 25.3% at 2018. We observed growth mainly in Kuwait and the
UK where our strategy has been focused on working with and deepening our relationship

activity with our existing core real estate clients.

Question from Sumaya Aljazeeri, SICO Bank

What percentage of Islamic assets on the Bank’s balance sheet?

As at 31 December 2019, approximately 42% of the Bank’s assets are Sharia compliant

assets.
I would like to thank everyone for the participation in this conference call of AUB Group,
discussing the full year 2019 financial results and will now handover to Sanjeev Baijal

for any closing remarks.

Ladies and gentlemen, that concludes our conference for today. Thank you all for your
participation.

-  WEBCAST TRANSCRIPT ENDS —
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Disclaimer ahli united bank

THE INFORMATION SET OUT IN THIS PRESENTATION AND PROVIDED IN THE DISCUSSION SUBSEQUENT
THERETO DOES NOT CONSTITUTE AN OFFER OR SOLICITATION OF AN OFFER TO BUY OR SELL SECURITIES. IT
IS SOLEY FOR USE AT AN INVESTOR PRESENTATION AND IS PROVIDED AS INFORMATION ONLY. THIS
PRESENTATION DOES NOT CONTAIN ALL OF THE INFORMATION THAT IS MATERIAL TO AN INVESTOR. This
presentation has been prepared by Ahli United Bank B.S.C (the “Bank” or “Group”).

The information herein may be amended and supplemented and may not as such be relied upon for the purpose of entering into any
transaction. This presentation may not be reproduced (in whole or in part), distributed or transmitted to any other person without the
Bank’s prior written consent.

The information in this presentation and the views reflected therein are those of the Bank and are subject to change without notice. All
information are provided to assist the recipients in the evaluation of the matters described herein. They may be based on subjective
assessments and assumptions and may use one among alternative methodologies that produce different results and, to the extent that
they are based on historical information, they should not be relied upon as an accurate predictions of future performance. These
materials are not intended to provide the basis for any recommendation that any investor should subscribe for or purchase any
securities.

This presentation does not disclose all the risks and other significant issues related to an investment in any securities/transaction.

Past performance is not indicative of future results. The Bank is under no obligation to update or keep current information contained
herein. No person shall have any right of action against the Bank or any other person in relation to the accuracy or completeness of the
information contained in this presentation. No person is authorized to give any information or to make any presentation not contained in
and not consistent with this presentation, and, if given or made, such information or representation must not be relied upon as having
been authorized by or on behalf of the Bank.

Certain statements in this presentation may constitute forward-looking statements. These statements reflect the Bank’s expectations
and are subject to risk and uncertainties that may cause actual results to differ materially and may adversely affect the outcome and
financial effects of the plans described herein. You are cautioned not to rely on such forward-looking statements. The Bank does not
assume any obligation to update its view of such risk and uncertainties or to publicly announce the results of any revision to the
forward-looking statements made herein.
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Agenda

1. Financial Performance — Year Ended 31 December 2019
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Financial Highlights ahli united bank
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Operating Performance ahli united bank

Loans & Advances :
Non-Trading Investments
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Key Performance Indicators
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ahli united bank

Financial Indicators KPIs

Return on Average Tangible Equity (ROATE) 20.9% 20.2%
Return on Average Equity (ROAE) 18.1% 17.7%
Return on Average Assets (ROAA) 2.2% 2.1%
C/l Ratio 27.1% 28.6%
EPS (US Cents) * 7.6 7.9
Gross NPL Ratio 1.9% 1.9%
SP Coverage Ratio 85.5% 85.9%
Total Provision Coverage Ratio 214.7% 185.6%
Total Capital Adequacy Ratio 16.9% 16.4%
CET 1 Ratio 13.3% 13.1%
Tier 1 Ratio 15.2% 14.9%

* EPS adjusted for bonus share issue of 10%

Strong KPlIs




Income Statement
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ahli united bank

US$ MM PAONKS] 2019 Var %
Net Interest Income 940.5 951.5 1.2%
Fees and Commissions 128.9 127.3 (1.2%)
Trading, Investment Income & Others 141.1 156.7 11.0%

Operating Income

Provision for Credit Losses

Net Operating Income

(86.2)

(54.4)

36.9%

NPAT to the Owners of the Bank

Operating Expenses (328.2) (353.8) (7.8%)
Tax Expense & Zakat (43.8) (38.5) 11.9%
NPAT to Non-controlling Interests (54.8) (58.3) (6.4%)

4.7%

Record Performance
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Key Balance Sheet Profile ahli united bank

Loans and Advances

19,504.0 20,742.4 6.3%

Non-Trading Investments

7,568.5 9,133.9 20.7%

Total Assets 35,507.6 40,280.1

Deposits from Banks 3,752.8 5,023.9 33.9%
Borrowings Under Repos 1,832.1 2,891.5 57.8%
Customers' Deposits 23,660.0 25,518.1 7.9%

Total Deposits

Shareholders' Equity

29,245.0 33,433.6

3,908.7 4,265.5

Diversified Growth 7




Capital Adequacy
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ahli united bank
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Optimal & Diversified
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Appendix | — Profitability Trends ahli united bank

NPAT US$ MM
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Steady Trends °




Appendix Il — Operating Trends
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ahli united bank

US$ MM
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Solid Operating Parameters
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10
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Appendix Il — Asset Quality ahli united bank
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Sustained Asset Quality & Robust Coverage 11
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