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2 November 2021

Sh. Khalifa bin Ebrahim Al-Khalifa
Chief Executive Officer

Bahrain Bourse

Po Box: 3203

Manama — Kingdom of Bahrain

Dear Shaikh Khalifa,

Subject: Analyst/ Investors Conference Transeript
for the Period Year Ended 30 September 2021 —

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 | 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 1 PM local time on Sunday, 31 October 2021.

Attached is the transcript of the Analyst/ Investors
Conference and the related presentation for the period
ended 30 September 2021.
With kind regards,

Yours sincerely,

V7

Sanjeev Baijal
Deputy Group Chief Executive Officer
Finance & Strategic Development

Encl: As above.

Ahli United Bank (B.S.C)

Head Office:

Bldg. 2495 Road 2832 Al Seef District 428
P.O. Box 2424, Manama, Kingdom of Bahrain
Telephone: (+973) 17 585 858

Facsimile : (+973) 17 580 569
info@abhliunited.com

Incorporated with tha Limited Llability by Decree from HH The King of Kingdom of Bahrain

Commercial Registration Number 46348

“Licensed as a conventional retail bank by the CBB"

ahli united bank
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03 2021- Ahli United Bank B.S.C Investor/ Analyst Webcast Transcript
Sunday, 31 October 2021, 1 PM Bahrain Time

Speakers from Ahli United Bank:

1. Mr. Sanjeev Baijal, Deputy Group CEO — Finance & Strategic Development

2. Mr. Keith Gale, Deputy Group CEO — Risk, Legal & Compliance

3. Mr. Srinivasan Rathinam — Group Head of Finance

4. Mr. Anand Narayanan— Group Head of Credit Risk & Credit Operation
Moderator:

Chiro Ghosh, Vice President- Financial Institutions, SICO Bank

List of attendees:

Organization Name

Bahrain National Holdings Co. (BNH) Deepak Babu
SICO Bank Reem Albarri
SICO Bank Sawsan Ali
National Bank of Bahrain (NBB) Mohamed Jasim
National Bank of Bahrain (NBB) Russell Bennett
National Bank of Bahrain (NBB) Waddah Hassani
National Bank of Bahrain (NBB) Maryam Yusuf
Private Investor Alaa AlMerbati
Private Investor Ahmed Aref
Bank ABC Hamad Alzeera
Bank ABC Ajit Rajwade
Argaam Capital Janany Vamadeva
Bank Muscat Zahoor Bhat
Bank Muscat Shantanu Sarkari
Bank Muscat Shirish Raut

A. M Yateem Brothers (AMYB) Sriram Srinivas
AWRIS Hasan Ahmed
AWRIS Zahra Mahfoodh




Operator:

Operator:

Chiro Ghosh:

Sanjeev Baijal:

-  WEBCAST TRANSCRIPT STARTS -

This is Conference #6899093

Thank you all for standing by, ladies and gentlemen, and welcome to today's
AUB Q3 2021 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 Q3 2021 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

Anand Narayanan— Group Head of Credit Risk & Credit Operation

By now, you should have received the Company’s presentation and earnings
release and detailed financials for Q3 2021, which has been uploaded on the
group’s website. You can view this on the webcast too. You can post the
questions on the web-link as the presentation progresses. However, we would
request you to please post one question at a time, just to ensure that we do not
miss out on any of your questions.

Now without any further delay I will hand over the call to Sanjeev Baijal to
commence the conference Call. Thank you.

We welcome you all to the investor/analyst webcast this afternoon covering the
AUB Group consolidated results for the first nine months of the year 2021.

Regional governments have conducted successful vaccination programs which
ensured that the majority of their populations have been vaccinated. This

facilitated proactive measured steps to ensure opening-up of local economies



and return of customer confidence. However, the current period has also seen
resurgence of Covid-19 virus variants in some other parts of the world with the
resultant health situation adversely impacting business sentiment impacted by
shortages of raw materials and components seriously affecting production
levels in many key industries. As a result, global financial markets are still

subject to volatility given the evolving developments and uncertainty.

Against the challenging backdrop of the still evolving market conditions, AUB
achieved a very satisfactory performance in the first nine months of 2021 in

terms of both financial and operational results.

The salient features of the Bank’s performance during YTD Q3/2021 are as

follows:

1) AUB reported a net profit attributable to its equity shareholders of US$
450.6 million for the first nine months of year 2021 which represents a
10.1% increase over the YTD Q3/2020 reported profit of US$ 409.3 million
mainly driven by an increase in net interest margins and lower provisioning
requirements in 2021 compared to exceptional precautionary provisions
raised in  YTD Q3/2020 in view of the heightened levels of macro-
economic and sectoral risks following the out-break of the Covid-19

pandemic.

Net interest income for YTD Q3/2021 was US$ 644.2 million (YTD
Q3/2020: US$ 599.9 million, +7.4%) primarily due to improved spreads,

reduced liquidity premia and improving market conditions.

2) Further, AUB reported a net profit, attributable to its equity shareholders,
of US$ 152.1 million for Q3/2021, which represents a 31.2% increase over
the Q3/2020 reported profit of US$ 115.9 million driven by an increase in

net interest income and lower level of provisioning. Net interest income



3)

4)

5)

6)

increased to US$ 222.5 million in Q3/2021 (Q3/2020: US$ 193.2 million,
+15.2%).

While overall Fees and Commissions for YTD Q3/2021 were higher by

US$ 2.6 million (+3.4%) due to improvement in business activities.

Following the exceptional pre-cautionary provisions raised in FY 2020,
during 2021 the bank re-assessed its Stage 1 and Stage 2 ECL gross
provisions on performing loans and advances in accordance with IFRS-9
taking into consideration the direction of macro-economic variables and
level of assessed management overlays to cover any inherent Significant
Increase in Credit Risk (SICR) in specific sectors and in the overall portfolio
given the uncertain and evolving impact of the COVID-19 pandemic.
Accordingly, gross ECL provisions on Stage 1 and Stage 2 loans and
advances amounting US$ 32.0 million were taken while Stage 3 loans and
advances required ECL provisions of US$ 53.4 million during YTD
Q3/2021. Net provision charges were US$ 79.9 million for YTD Q3/2021
(YTD Q3/2020: US$ 117.6 million). Non-performing loans ratio was at
2.5% (31 December 2020: 2.6%) with a specific provision coverage of
82.2% (31 December 2020: 85.9%) on Stage 3 loans and advances.

The cost to income ratio was maintained at 29.0% during YTD Q3/2021
(YTD Q3/2020: 28.6%) reflecting AUB’s efforts to enhance operational
efficiencies through the roll-out of digitization initiatives as part of the AUB

group’s overall transformation plan.

The resultant Basic and diluted Earnings per Share in YTD Q3/2021 were
US 4.3 cents, compared to US 3.9 cents in YTD Q3/2020. The Basic and
Diluted Earnings per Share were US 1.5 cents in Q3/2021 versus US 1.1
cents in Q3/2020.



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

operating returns:

The AUB Group’s total assets as at 30 September 2021 increased (+3.6%) to
US$ 41.5 billion (31 December 2020: US$ 40.1 billion) reflecting prudent
balance sheet growth, compatible with prevailing operating environment in its

main markets.

1) The loans and advances portfolio increased to US$ 21.8 billion from US$
20.7 billion at 31 December 2020 (+5.3%) with focus on enhancing the core
earnings through a prudent and diversified build-up of the loan book across
the Group.

2) Non-trading investments portfolio increased to US$ 9.8 billion (31
December 2020: US$ 9.6 billion) as a proxy to lending instruments, with a

view to sustaining risk adjusted returns and liquidity management.

3) The funding base during 2021 was further diversified and, elongated
through:

a. Repo lines utilized to raise to US$ 3.7 billion (31 December 2020:
US$ 3.6 billion) as part of elongating its underlying average

duration.

b. New bilateral term borrowings of US$ 350 million with a tenor of 2

years.

C. During September 2021, AUB successfully completed a 5-year
Senior Islamic Sukuk Issue and raised US$ 600 million as part of
further diversification of its funding base. The Sukuk issue was very

well received and was subscribed over 2.5 times demonstrating



AUB’s strong credentials and is listed on the London Stock

Exchange

d. CASA increased to US$ 8.7 billion as on 30 September 2021 (31
December 2020: US$ 8.2 billion). Overall CASA pool as a
percentage of customers’ deposits of US$ 25.0 billion increased to
34.9% as of 30 September 2021 (31 December 2020: 32.7%). Our
core focus will remain growth of the CASA portfolio in order to

enhance core operating earnings.

4)  The Group’s Return on Average Equity for YTD Q3/2021 was 13.7%
(YTD Q3/2020: 12.7%). Return on Average Assets was at 1.6% for YTD
Q3/2021 (YTD Q3/2020: 1.4%).

5) AUB reported a total capital adequacy ratio of 16.9% as compared to the
regulatory minimum capital ratio of 12.5%.

Meanwhile, we wish you all the best of health as we traverse through these
evolving exceptional and unprecedented times.

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

Chiro Ghosh:  We will wait for a couple of minutes for questions to come in.
(Q1) First question from Sawsan Ali, SICO Bank
AUB has been actively writing-off loans since the beginning of the year. Can you please

shed some light, on the sectors or countries that are contributing and what would be your

outlook for the rest of the year?



Keith Gale:

Chiro Ghosh:

Keith Gale:

Chiro Ghosh:

Srinivasan R:

Chiro Ghosh:

Srinivasan R:

AUB has written off US$ 63.6 million of NPL during 2021. Write offs are normally
considered when recovery prospects are considered remote or written off as per
guidance from regulators. We are unable to provide any forward looking guidance at
this stage on specific write-offs.

(Q2) Question from Sawsan Ali, SICO Bank

Looking at the trend, it appears AUB may report their strongest lending book growth
in FY21 at least compared to recent years. Which countries and sectors are
contributing and what would be your strategic outlook going ahead?

We saw economic momentum picking up in Q3 2021 leading to loan growth mainly in
manufacturing and trading sectors with the main contributors being Kuwait and Egypt.
We saw an overall 5.4% growth in Loans & Advances.

(Q3) Question from Reem Albarri, SICO Bank

AUB reported a sharp pick-up in operating expenses in 3Q21, can you add some color
to the development? Also what would you believe is a normalised cost-to-income ratio
for AUB?

Operating costs increased mainly due to higher IT related expenses incurred in
digitalization initiatives to enhance operational efficiencies. However, overall cost
income ratio was maintained under 30%.

(Q4) Question from Reem Albarri, SICO Bank

AUB has been able to boost its NIM. How is the bank placed for say a 25bps rise in
interbank rates? How much would the NIM expand in such a scenario?

NIM got a boost by growth in CASA portfolio and judicious asset mix. Further, AUB
stands to gain in rising interest rate scenario.



Chiro Ghosh:

Srinivasan R:

Keith Gale:

Keith Gale:

Chiro Ghosh:

Keith Gale:

(Q5) Question from Janany Vamadeva, Argqaam Capital

5.1. Could you throw some colour on asset yield movement during the quarter as yield
has picked up sequentially despite lower rate environment? What is your outlook for
NIM for Q4e and into next year?

5.2. Can we expect the normalization trend in CoR to continue into Q4e or should
factor in some seasonal increase we typically see in last quarter? What is your CoR
expectation for 2022e?

5.3. Which sectors and countries supported growth in Q3 and how is your pipeline?

5.1 Answered earlier. We expect current NIM to continue

5.2 We expect normalization of COR in Q4/21 and expect COR to be in the region of
0.4 % in 2022.

5.3 As noted earlier we see rebound in activity levels on the back of an increase in oil
prices and a return of optimism, opening of economies post the successful vaccination
programs in the region. In particular, we see growth in Kuwait and Egypt and there is
a satisfactory pipeline of deals in place.

(Q6) Question from Deepak Babu, BNH

Congrats on the strong set of numbers in Q321. What was the driver of the lower CoR
in Q321, well below run-rate in H121. Any guidance on how this is expected to evolve
in Q4217

We have seen a stable NPL ratio which was at 2.5% at end of Q3/21 (compared to
2.6% in December 2020) and this has impacted the COR run rate. As noted earlier, we
expect the COR to continue at levels noted at Q3/21 for rest of the year.



Chiro Ghosh:

Sanjeev Baijal:

There are no further questions, we will wait for couple of minutes for you to send your

questions if any.

I would like to thank everyone for the participation in this conference call of AUB Group,
discussing the Q3 2021 financial results and will now hand over to Sanjeev Baijal for any

closing remarks.
Thank you all for attending this webcast covering our Q3 2021 results and we look forward

to our next webcast covering the 2021 full year results. We wish you all the best of health

and thank you.

-  WEBCAST TRANSCRIPT ENDS —
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Disclaimer

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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Financial Highlights - YTD Q3/2021
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Financial Highlights — Q3/2021
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Upward Core Earnings Trajectory




Income Statement

Q32020 Q32021 Var% 9M 2020 9M 2021 Var%
Net Interest Income 1932 | 2225 15.2%) | 599.9 644.2 7.4%
Fees and Commissions 21.3 25.7 20.7% | 76.6 79.2 3.4%
Trading Income 9.2 8.3 (9.8%) | 33.7 25.0 | (25.8%)
Investment Income & Others 23.7 17.5 (26.2%) | 112.8 77.8 (31.0%)
Operating Income 2474 | 274.0 823.0 826.2
Provision for Credit Losses (352) | @a7.1) @.4% 117.6) | (79.9) @10)
Net Operating Income 2122 | 256.9 705.4 746.3
Operating Expenses (78.2) | (85.8) | (9.7%) | (235.7) | (239.9) | (1.8%)
Tax Expense & Zakat 9.6) | (10.6) | (10.4%) | (30.9) | (30.0) 2.6%
NPAT to Non-Controlling Interests (8.5) (8.4) 1.2% 29.5) | 257) | 12.9%
NPAT to the Owners of the Bank 115.9 152.1 409.3

Operating Income Backed by Business Volume / Margins Traction




ECL Coverage

Sep 21
US$ MM Stage1  Stage2  Stage 3 Total
Gross Loans and Advances (a) 18,733 3,554 561 22,848
Less: ECL Allowances (b) (162) (395) (461) (1,018)
Net Loans and Advances (a)-(b) 18,571 3,159 100 21,830
Gross Loans Stage-wise Mix as % E 15.6%; 2.5%
Coverage % @ 11.1% ) K _82.2%
Collaterals for Stage 3 372

Dec 20
US$ MM Stage1  Stage2  Stage 3 Total
Gross Loans and Advances (a) 17,920 3,236 559 21,715
Less: ECL Allowances (b) (139) (376) (480) (995)
Net Loans and Advances (a)-(b) 17,781 2,860 79 20,720
Gross Loans Stage-wise Mix as % 82.5% 14.9% 2.6%
Collaterals for Stage 3 313

Robust ECL Cover




Key Performance Indicators

Financial Indicators KPIs IM 2020 9M 2021
Return on Average Equity (ROAE) 12.7% 13.7%
Return on Average Assets (ROAA) 1.4% 1.6%
C/I Ratio 28.6% 29.0%
EPS (US Cents) * 3.9 4.3

* EPS adjusted for bonus share issue of 5%

Improving Covid-19 Impacted KPI Trend




Balance Sheet Highlights

Loans and Advances 20,720 | 21,830 ((5.4%)
Non-Trading Investments 9,608 9,818 2.2%
Total Assets 40,071 41,527 3.6%
Deposits from Banks 4,218 4,374 3.7%
Borrowings Under Repos 3,618 3,653
Customers' Deposits 25,183 25,020 | (0.6%)
Term Debts and Sukuk Payable 175 1,125 [542.9"29
Total Deposits 33,194 34,172 2.9%
Perpetual Tier 1 Capital Securities 600 1,161
Shareholders' Equity 4,002 4,347 (8.6%)

Diversification of Funding Base




Balance Sheet Highlights
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Prudent Balance Sheet Management




Funding

Customers' Deposits Break-up

(US$ MM) Wholesale Funding
(US$ MM)
25,183 25,020 9,500
25,000
38%
22,000 o 8,000
19,000 0%
6,500
16,000 26%
0
13,000 22% 5,000
18%
10,000 o 3500
7,000
10%
2,000
4,000 %
1,000 2% 500
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s Time deposits mmm CASA B nter-Bank ®REPO  ®Term Debt W Sukuk

Total =f=CASA %

Successful Sukuk Issue / Funding Diversification/ CASA Growth
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US$ MM

Capital Mix Strategy
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Key Performance Indicators

Financial Indicators KPIs

Asset Quality Related KPIs :

Dec-20

Sep-21

Gross NPL Ratio

SP Coverage Ratio

Liquidity Related KPIs :
Group LCR 238.2% | 207.1%
Group NSFR (u7.0%)
Capital Related KPIs :
Total Capital Adequacy Ratio @@ @2@
CET 1 Ratio 12.8% 13.1%
Tier 1 Ratio 14.6% 15.4%

KPIs Sustained

12



SP Coverage Trend
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Q&A Session






