22 November 2020

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 Transcript
for the Period Ended 30 September 2020 — 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 Tuesday, 17 November 2020.

Attached is the transcript of the Analyst/ Investors
Conference and the related presentation for the period
ended 30 September 2020.

With kind regards,

Yours singerely,

Sanjeev Baijal
Deputy Group Chief Executive Officer
Finance & Strategic Development

Encl: As above.
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Operator:

Operator:

Chiro Ghosh:

Sanjeev Baijal:

-  WEBCAST TRANSCRIPT STARTS -

This is Conference #2131607

Thank you all for standing by, ladies and gentlemen, and welcome to today's AUB
Q3 2020 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 3Q 2020 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

By now, you should have received the Bank’s presentation and earnings release and
detailed financials for 3Q 2020, 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 nine
months ended 30 September 2020.

Before | begin our review of the results, allow me on behalf of all of us at AUB, to
join in paying tribute to the memory and legacy of His Royal Highness Prince
Khalifa bin Salman Al Khalifa, the late Prime Minister of Bahrain, and His Highness
Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah, the late Emir of Kuwait, two visionary
leaders and great statesmen who made immense contribution to the economic
development and prosperity of their countries. We are all deeply saddened by their
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passing and extend our profound condolences to the governments and peoples of
Bahrain and Kuwait on this sad demise.

Overall global and regional economies were deeply impacted by the COVID -19
outbreak and the resultant extended lockdowns. The GCC economies were further hit

by the continuing weakness in energy prices seriously limiting their budgetary spend.

While Q3/2020 saw a gradual lifting of Covid-19 linked lockdowns by various
countries followed by scattered signs of modest recovery, business sentiment
continued to remain subdued affecting lending and liquidity opportunities which
were further impacted by the continuing effect of lower oil revenues. Furthermore,
the US Fed cut benchmark interest rates by 150 bps in Q1/2020 to stabilize the
turbulent market conditions on the back of its earlier cuts by 75 bps in H2/2019

which were followed by similar rate moves in AUB’s key operating markets.

Under these difficult operating conditions, AUB effectively managed its liquidity
requirements and maintained healthy liquidity contingency buffers through tapping

diversified and multiple sources of funds including utilization of repo lines.

Against the above backdrop, the salient features of the Bank’s performance during

the first nine months are as follows:

o Overall the Bank achieved a net profit, attributable to its equity shareholders,
US$ 115.9 million for Q3/2020, which represents a 35.9% decrease over the
Q3/2019 reported profit of US$ 180.9 million. For the nine months ended 30
September 2020, net profit attributable to its equity shareholders was US$ 409.3
million, a decrease of 26.7% as compared to US$ 558.4 million achieved in YTD
Q3/20109.

e For reasons stated earlier, Net Interest Income (NII) reduced by 16.9% to US$
193.2 million in Q3/2020 (Q3/2019: US$ 232.5 million) and reduced by 17.0%
to US$ 599.9 million for YTD Q3/2020 (YTD Q3/2019: US$ 722.7 million). A

lower NII and Fees & Commission income resulted in lower Operating Income
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of US$ 247.4 million during Q3/2020 as compared to US$ 289.2 million in
Q3/2019 whereas for the first nine months of 2020, Operating Income was US$
823.0 million as compared to US$ 919.3 million in YTD Q3/2019.

e Subdued economic activity levels resulted in decrease of fees and commission by
18.0% during YTD Q3/2020 to US$ 76.6 million (YTD Q3/2019: US$ 93.4

million).

e Investment income & others was higher from profitable disposal of non-trading

investments executed during the period.

o Total provision charges (net) were increased on a prudent and proactive basis and
was US$ 35.2 million for Q3/2020 (Q3/2019: US$ 4.9 million) and US$ 117.6
million for YTD Q3/2020 (YTD Q3/2019: US$ 39.2 million). Non-performing
loans ratio stood at 2.5% (31 December 2019: 1.9%) with specific provision
coverage of 77.7% (31 December 2019: 85.9%). 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.

e The cost to income ratio stood at 28.6% (YTD Q3/2019: 26.7%) reflecting

AUB’s disciplined cost management.

e The resultant Basic and diluted Earnings per Share in Q3/2020 were US 1.2 cents
as compared to US 1.9 cents in Q3/2019 and US 4.1 cents for YTD Q3/2020 as
compared to US 5.6 cents in YTD Q3/2019.

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

returns:

The Group’s total assets at 30 September 2020 marginally increased (+1.0%) to US$
40.7 billion (31 December 2019: US$ 40.3 billion).



The net loan portfolio grew by 0.4% (US$ 0.1 billion over 31 December 2019)
predominantly to honour contractual drawdowns which were pre-agreed before
the onset of the COVID-19 pandemic.

Non- trading investments increased by 5.6% (US$ 0.5 billion), as a proxy to

lending instruments, with a view to sustaining risk adjusted returns.

The funding base during YTD Q3/2020 was further diversified through:

a. Repo lines utilized to raise US$ 0.9 billion to US$ 3.8 billion

b. Increase in interbank borrowings by US$ 0.3 billion from US$ 5.0 billion
on 31 December 2019 to US$ 5.3 billion as at 30 September 2020

C. CASA balances which stood at US$ 7.3 billion as at 31 December 2019
increased by a further US$ 1.0 billion during the period to 30 September
2020. This included a significant rise in the Savings/MyHassad deposit
base by 12.9% (+ US$ 339 million). Overall CASA pool as a percentage
of customers’ deposits stood at 34.2% as of 30 September 2020 (31
December 2019: 28.7%)

The Group’s equity attributable to owners at 30 September 2020 was circa US$
4.0 billion (31 December 2019: US$ 4.3 billion) following 2019 related dividend
distribution and the 26.7% lower net profit reported on a YTD Q3/2020 basis.

The Group’s Return on Average Equity for YTD Q3/2020 was 12.7% (YTD
Q3/2019: 18.1%). Return on Average Assets was at 1.4% for YTD Q3/2020
(YTD Q3/2019: 2.2%).

AUB reported a total capital adequacy ratio of 16.1% as compared to the

regulatory minimum capital ratio of 12.5%.

We wish you all the best of health as we traverse through these 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 questions from Ali Al-Tareef, Corporate Finance International (CFI)
Good afternoon everyone, thank you for having me and | hope that all of you are
keeping well.
At the outset, | would like to congratulate AUB for their performance as of Q3 2020. |

have few questions as follows:

1. Why don’t we use better and more interactive platforms like Zoom, Meet, or
Teams?

2. | am not sure why Ahli United Bank Group has deteriorated in the sustainability
ESG ranking from #3 in 2018 to #8 in 2019 and would like to know what measures
will be taken to improve the situation for the year 2020? This is based on ESG
Invest (Sustainability Excellence)

3. As a Domestic important bank don’t you think that AUB’s requires to improve the
following indicators NSFR and LCR and CAR and CET1?

Sanjeev Baijal:
1.1 As stated earlier, this has been the standard webcast-based format that we
have been using all along consistently. We are here to answer all the questions

raised through this medium.

Keith Gale:

1.2 ESG Invest awards this rating. We have been informed that these ratings are
mainly based on the information that is available in the public domain. To
facilitate a comprehensive review and award appropriate ratings AUB has
been advised to enhance ESG related public disclosures in our annual report.

Srinivasan R:

1.3 The Bank’s LCR for all the last 3 quarters has been at 183%- 315%, which is

way above the minimum ratio threshold set by the Central Bank of Bahrain(CBB)



.Further, after COVID - 19 outbreak, CBB has provided regulatory relief by reducing
the minimum LCR/NSFR to 80% from 100%. AUB has been in compliance with all
these ratios.

- Our NSFR has been at 111%-117% way above the threshold of 80% set by the CBB.

- All the capital ratios (CET 1 /overall CAR) have been way above the regulatory
threshold.

Chiro Ghosh (Q2):
Next question again from Ali Al-Tareef, Corporate Finance International
What is AUB's market share in Bahrain? Retail, Corporate, Treasury?

Rajeev Gogia:
AUB’s market share in Bahrain for retail banking is c. 13% and corporate banking
market share is c. 18%.

Chiro Ghosh (Q3):

Question from Srriam Srinivas, AMYB

3.1. I should congratulate the team which has under the aegis of the King, Crown Price
and Prime Minister and the able guidance of the board and executive management you
have been able to navigate a tough regional and global economic environment very well.
As you correctly pointed out the NIM margins for the bank has declined from 2.7% to
2.1% a large part of this has to do with the overall decline in global interest rates and
ability of banks to deploy CASA liabilities at high rates. If we assume in a post Covid
environment (in FY 21 and FY22) if global rates tend to remain low (as global central
banks continue to keep rates low and also impact medium to long-term rates through their
monetary policy i.e. Quantitative easing) would it be fair to say it would be difficult to
increase NIM's significantly (much higher than current levels or pre-Covid levels)

anytime soon.

3.2 If yes, would most of the growth in operating income come from balance sheet
growth (Loans and Investments / deposits). Further, the volatility of rates in FY20 has

probably proven beneficial to AUB's Trading / investment income (which improved by
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Srinivasan R:

Sanjeev Baijal:

Keith Gale:

42%). If we assume the volatility in rates is lower in a post Covid-19 environment, then
it would be difficult to repeat this performance in the future. The key to improvement in
net income in a post COVID world would largely be a result of lower credit provisioning.
Where do you think would a realistic long-term sustainable goals/ objective would be

A. Sustainable provisioning for the business be (i.e. say $60 to 75m for 9m)

B. Net long-term sustainable earnings of around $ 450 to 475m (9m).

3.1 The NIM contraction is not necessarily linked to rate reduction but also due to
liquidity situation that prevailed post Covid-19 outbreak. When the liquidity eases, NIM
may touch pre-covid levels. Our focus continues to be further pruning costlier liabilities,
acquiring CASA liabilities, re-pricing of assets and investment into better yielding

investment portfolio in order to enhance NIM.

3.2 In terms of the trading income, it is combination of various market movements, so it
is difficult to predict these. Trading income is driven by opportunities in the market. Even
the sustainability of the income depends on the volume growth indicators particularly in
the market where we operate.

In the post COVID world we expect increased business opportunities and consequently,

increased level of customer transactions, fee income and trading income.

For provisioning, our focus is on next quarter and 2021. As noted in the earlier investor
call, we have advised that provision levels are expected to be elevated and we see this
condition prevailing for at least another 12 months. We are now seeing a marginal
increase in the economic activity levels, however, as regards provisioning we only expect

a clearer picture to emerge during 2021.

Chiro Ghosh (Q4):

Question from Ali Al-Tareef, CFI
4.1 Based on the current uncertainty in the market it will be difficult to project the CoR,

however, Can you provide some guidance on the CoR for rest of 2020? Are you
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Keith Gale:

Srinivasan R:

expecting elevated levels of credit impairments given the Covid -19 induced
economic environment.?

4.2 What is the current share of CASA deposits out of the total customer deposits?

4.1 On the cost of risk issue, the level of provisioning has been very steep in 9M 2020 as
indicated in the presentation. We have taken provision of almost US$ 118 mn up to
Q3/20 as against $ 39 mn up to Q3/19. This trend is likely to continue into Q4 2020.
However, these are uncertain and challenging times and therefore we cannot currently

predict future provision levels with certainty.

4.2 Our CASA is 34.2% as of 30-Sept-2020 as against 28.7% 31-Dec-2019. We continue
to focus on expanding the CASA base.

Chiro Ghosh (Q5):

Srinivasan R:

Question from Ali Al-Tareef, CFI
Why Other Operating Expense increased to US$29 million in Q3 2020?

This is primarily due to contributions made to Governments of various countries where
we operate for providing support to deal with Covid-19 and also investment on various
safety measures taken by the Bank for the safety of various stakeholders -customers,

employees and vendors .

Chiro Ghosh (Q6):

Keith Gale:

Question from Ali Al-Tareef, CFlI

The Loan Book flat at US$ 20 Billion? How do you expect to improve the NI if you do
not grow the Loan Book?

At this juncture, until we see more clarity on the COVID situation and related

uncertainties, our stance on new risk assets is very cautious. Not only the Bank but our
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Srinivasan R:

clients are also very cautious in terms of taking on any major obligations at this time and
therefore loan growth is expected to be subdued presently. It is envisaged that this

situation will reverse and we will see growth opportunities in the medium term.

In terms how we enhance the NII basically couple of actions:
- Investments in bonds will be actively pursued as an alternative to loan deployment.
- In terms of how we manage the funding cost, we constantly look at mobilizing our

CASA portfolio and retiring the costlier funds.

These measures are mitigating factors that will contribute to the NII.

Chiro Ghosh (Q7):

Keith Gale:

Question from Janany Vamadeva, Argaam Capital

1. Stage 2 and 3 loans have slightly picked up during the quarter so if you could talk a
bit about which countries and sectors are driving this? How has NPL formation been
into 2020 especially if you could comment on Kuwait where the deferral scheme
finished Sep/Oct? Has the scheme been extended in Bahrain?

2. What % of your total book is under deferral as of end Q3 20?

3. Have you completed asset/liab repricing for rate cut or do you expect some more to
feed into books in the coming quarters? Does the forbearance have an impact on your
NIMs?

4. Finally, any update you could give on the M&A status as the process was supposed
to resume in Dec and we are only 2 weeks away. Any color you could add here

would be helpful.

7.1. The Stage 2 loans increase has not been particularly significant as compared
to last year. The stage 3 increase has been more elevated and we have seen an
increase NPL from 2.1% (30 June 2020) to 2.5% (30 Sept 2020). However, as
indicated by us earlier, post Covid-19 and post the deferral schemes we may see
increased NPL or stage 3 loans. In terms of countries and sectors, the increase is

largely due to Kuwait and UAE mainly in Trading and Service sector accounts.
10



Srinivasan R:

Sanjeev Baijal:

7.2 Our total loan book under deferral as of end Q3 20 is ¢. 5%.

7.3 The asset repricing has been achieved as mutually agreed with borrowers.

7.4 If there are any updates on the M&A, necessary disclosures will be done as

required.

Chiro Ghosh (Q8):

Sanjeev Baijal:

Question from Ajit Rajwade, Bank ABC
Can the AUB management give any earnings guidance on Q4 2020?

The situation is evolving as we go into the year end. As we all can understand that
it would not be prudent on the Bank’s part to give any guidance on future

earnings.

Chiro Ghosh (Q9):

Keith Gale:

Questions from Ebrahim Al Shroogi, ASAM

What is the bank’s plan in regards the government’s decision to extend the grace period
of loans to the citizens of Bahrain.?

From our perspective, we follow the government’s and CBB’s guidance. In terms
of Bahrain the most recent guidance involved the customers having to apply for a
deferral and we respond to that favorably when we receive customer applications.
Also, please note that as instructed by CBB, with effect from 30 September 2020,

deferrals are with interest.
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Chiro Ghosh (Q 10):

Keith Gale:

Srinivasan R:

Questions from Reem AlBarri, SICO

1. The asset quality deterioration over the past 8-9 months has been quite
reasonable compared to your GCC peers. Do you expect to see a pick-up, as
loan deferment period ends?

2. How much loan was written off in 3Q20 and in 9M20?

3. Can you please remind us of the status of loan deferment regulation in all the
countries of your operation? For example: what is the current status in

Kuwait, Bahrain, Egypt, Irag.

10.1 No we don’t expect to see any kind of immediate pick up in the short term

but it is difficult to really predict future asset quality levels at this stage.

10.2 In 9M 2020 USD 5.5 million written off as disclosed in note 6b the Q3/20

financial statements.

10.3 In Bahrain the CBB has given an loan deferment extension option with
interest which the bank is dealing with and in Kuwait it was only extended till
September 2020.

Chiro Ghosh (Q 11):

Keith Gale:

Next Question from Ali Al-Tareef, CFI.
Given the 6 months loan deferral holiday will lapse in Dec, do you expect the
gross NPL Ratio to increase by end of 2020? Should we include collateral what

will be the NPL coverage?

At this stage we are not expecting any major increase in NPLs as at 31 Dec 2020.
We would expect the asset quality ratio to be broadly 10 bps in either direction
similar to the Q3 2020 position. The collateral that we hold against the stage 3
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credits as of the Q3/20 was c. USD 301 million so that would give you probably
an additional cover of 56% on stage 3 loans (in addition to Specific Provision

cover).

Chiro Ghosh (Q12):

Rajeev Gogia:

Question from Deepak Babu, BNH

Given the current low-rate environment and with most regional banks looking to
replace existing AT-1 bonds with lower reset new issues, what is AUB's strategy
regarding the currently callable AT-1 bond? Any color on how management is

viewing this will be appreciated?

We have issued a disclosure regarding this in February this year where it was
disclosed that the callability of AUB ATL1 instruments, will be assessed after the

conclusion of the KFH transaction. So, at this stage status remains the same.

Chiro Ghosh (Q13):

Keith Gale:

Question from Khurram Ghufran, Bank Muscat
Hi, Can you provide some guidance on 1) loan growth and if you expect it to pick
up 2) asset quality trends and what you expect for 4Q and 1Q next year.

In term of loans growth, I think we covered this previously. What we are really
expecting in Q4 is low single digit growth. We might see more of an increase in
Q1 next year. In terms of asset quality trends | have indicated that in terms of Q4
we don’t see any major pick up, possibly there can be a more pronounced pick up
in Q1 next year as | have said earlier we are expecting elevated levels of NPLs or
stage three credits on account of COVID situation and | think some of the
questions have also touched upon the uncertainties regarding the end of the

deferral period. As noted earlier, the situation next year remains quite uncertain.

13



Chiro Ghosh (Q14): Question from Nikhil Arora — Franklin Templeton
1. NIM has sequentially dropped in 3Q20 vs 1H20. Should we expect further
deterioration in 4Q20 and going into 2021? Has AUB availed of zero repo
facilities in any country of its operations?
2. Guidance on Cost of Risk for 4Q20.
3. When can we expect a pick-up in non-interest income, now that economies

are opening up?

Srinivasan R:
14.1 : In term of the NIM we are seeing stability in Q4, after having factored in
the liquidity driven premium. And in terms of the Zero interest rate Repo facilities
offered by central banks, we have not availed any facilities in any of the countries
that we operate in.

14.2 & 14.3 These questions have already been answered.

Chiro Ghosh(Q15):
Question from Ali Al-Tareef, CFlI
Are we expecting dividend for the year 2020, if yes how much?

Sanjeev Baijal:
As you understand this is an aspect which can only be assessed post the completion of the

year end audited results of the bank before we arrive at a decision.

Chiro Ghosh (Q16): Question from Ahmad Al-Khuraibet, Kuwait
This year has been hard on all the industries. Is it safe to assume that next year will be a
better year for AUB?

Sanjeev Baijal:

As you can well understand the situation is evolving and it is not possible to make any

judgements or calls on future performance right now
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Chiro Ghosh (Q17):

Chiro Ghosh:

Question from Ali Al-Tareef, CFI
When are we expecting the acquisition of KFH-AUB to restart and complete ?

Already answered earlier.

Chiro Ghosh (Q18):

Rajeev Gogia:

Question from Ahmad Al-Khuraibet, Kuwait
Can you please elaborate on AUB Egypt ownership; as where does it stand?

AUB has just completed the voluntary tender offer to acquire AUB Egypt shares. Prior to
the tender offer AUB’s shareholding in AUB Egypt was 85.5% which now has increased
to 95.7% (after the tender offer).

Chiro Ghosh(Q19) :

Srinivasan R:

Question from Deepak Babu — BNH.

Hi. Submitted a question regarding AUB's AT1 bond earlier. Wasn't sure if it was
received.

Given the current low rate environment, we have seen several regional banks call their
existing AT1 bonds and replace them with lower reset new AT1 issues. What is AUB's
plan for the existing AT1 issue which is currently callable and where coupon is relatively

elevated vs peers.

Already addressed earlier.

Chiro Ghosh (Q20):

Keith Gale :

Question from Mohamed Fakhro, CBB

What is your forecast for the interest rate environment and what effect would this have on
your non-trading investments strategy?

Thanks, Mohamed, for the question. Our expectation is a continued low interest rate

environment in the next 12 months or so. In term of our strategy, in terms of non-trading
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investments, our strategy is not particularly changed. We hold these investments for the
long term and that really won’t be changing as a result of the expected interest rate

environment.

Chiro Ghosh (Q21):
Question from Janany Vamadeva, Argaam Capital

A couple of follow-up questions

1. On liquidity stress, could you pls elaborate on it and in which markets are you facing
this stress?

2. What is the minimum CETI threshold under the new relaxed requirement for
COVID? And till when is this applicable?

Srinivasan R:
This was arising from post COVID USD driven liquidity in the GCC market, but now it
is stable .

On the CET 1 there is no relaxed requirements here, the required minimum CET as per
the Central Bank of Bahrain is 9%.

Chiro Ghosh (Q22):
Question from Ali Al-Tareef, CFlI

How much of AUB's listed shares are in Kuwait Bourse? Is it more than 30% of the total

shares outstanding?

Sanjeev Baijal:
c. 50% of AUB’s shares are listed in the Boursa Kuwait. As you know our shareholder
profile includes shareholders from various GCC countries(including Kuwait) and also
taking into account the potential KFH transaction, shareholders have chosen to hold their
shares in Boursa Kuwait to facilitate the consummation of the transaction which currently

is under suspension until-December 2020.
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Chiro Ghosh (Q23):

Keith Gale :

Question from Fatima Assiri, CBB

what are your views on negative interest rate environment introduced in some
jurisdictions?

I think this is probably a question for economists. | do believe that negative interest rates
is already what a lot of banks have had to live with in Europe for some years, obviously
in the case of Euro. Personally, | think negative rates restrict the effectiveness of a

government’s monetary policy tools.

Chiro Ghosh (Q24):

Rajeev Gogia :

Question from Ahmad Al-Khuraibet, Kuwait

Will the cost of the AUB Egypt acquisition get reflected in Q4. Moreover, will this affect
the EPS subsequently?

Yes, the impact of the transaction will get reflected in Q4 2020 when the full year
financial will get published.

Chiro Ghosh (Q25):

Srinivasan R:

Chiro Ghosh:

Sanjeev Baijal:

Question from Nikhil Arora, Franklin Templeton
What does the 98m outflow from "loan contract modification™ relate to (it was also in
1H20)?

This has been explained in note 2.5 of our financial statements, which is essentially the

modification loss relating to the loan deferral.

There are no further questions, | would like to thank everyone for the participation in this
conference call of AUB Group, discussing the 3Q 2020 financial results and will now

handover to Sanjeev Baijal for any closing remarks.

Thank you all for your participation. We again wish you all the best of health in these

exceptional and unprecedented times.

-  WEBCAST TRANSCRIPT ENDS —
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