16 May 2022

Mr. Mohammad Saud Al-Osaimi
Chief Executive Officer
Boursa Kuwait Company

State of Kuwait

Dear Sir,

Subject: Analyst/ Investors Conference Transeript
for the Period Ended 31 March 2022 — 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 3 PM local time on Thursday, 12 May 2022.

Attached is the transcript of the Analyst/ Investors
Conference and the related presentation for the period
ended 31 March 2022.

With Kind regards,

Y oups sincerely,

Sanjeev Baijal
Deputy Group Chief Executive Officer
Finance & Strategic Development

\_‘[f 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@ahliunited.com

ahli united bank
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01 2022- Ahli United Bank B.S.C Investor/ Analyst Webcast Transcript
Thursday, 12 May 2022, 3 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. Mohan Subramaniam- 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

Citi Bank Thomas Belayneh
Citi Bank Michele Bruni
Gulf International Bank Maisa Alhaddad
Biet Fakhroo Real Estate Ahmed Fakhroo
Private Investor Alaa AlMerbati
Corporate Finance International (CFI) Ali Al Tareef
Bank ABC Hamad Alzeera
Khalid Almoayed & Sons WLL V S Raja Pirabasankar
Alkomed Ahmed Al Alawi
AWRIS Zahra Mahfoodh
Private Investor Shaima Tohami
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-  WEBCAST TRANSCRIPT STARTS -

This is Conference #7379966

Thank you all for standing by, ladies and gentlemen, and welcome to today's AUB Q1
2022 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 Q1 2022 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

Mohan Subramaniam — Group Head of Finance

Anand Narayanan— Group Head of Credit Risk & Credit Operation

By now, you should have received the bank’s presentation and earnings release and
detailed financials for Q1 2022, 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 | 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 period
ended 31 March 2022.

Post pandemic recovery was hit by global supply chain disruptions which are likely to
impact growth and push up inflation. The global economic situation is further impacted

by the Ukraine war, its related economic fall-out and projected rise in benchmark



interest rates. As a result, global economies and financial markets are still subject to

volatility given the evolving developments.

Regionally, the spurt in crude oil prices is expected to provide a fillip to the economic

recovery of OPEC economies.

Against the challenging backdrop of these evolving and uncertain market conditions,

AUB achieved a very satisfactory performance in the first three months of 2022 in

terms of both financial and operational results.

The salient features of the Bank’s performance during Q1/2022 are as follows:

1)

2)

3)

4)

5)

AUB reported a net profit attributable to its equity shareholders of US$ 170.9
million for Q1/2022, which represents a 7.1% increase over the Q1/2021 reported
profit of US$ 159.6 million driven by an increase in the contribution of net interest

income as well as trading, investment & other income.

Net interest income for Q1/2022 was US$ 212.1 million (Q1/2021: US$ 207.0
million), an increase of 2.5%, primarily achieved through judicious asset and
liability management.

Fees and other income increased by US$ 14.5 million to US$ 98.6 million due to

gain on sale of investments and termination of “in the money” Fx positions.

The non-performing loans ratio remained at 2.4% (31 December 2021: 2.4%) with
a specific provision coverage of 81.1% (31 December 2021: 83.1%). Provision
coverage levels are calculated on a cash provision basis excluding the value of the
substantial additional non-cash (real estate and securities) collaterals assigned

against non-performing loans.

The cost to income ratio was sustained below 30%. The cost to income ratio for
Q1/2022 was 28.1% (Q1/2021: 27.7%) reflecting AUB’s continuing efforts to
enhance operational efficiencies through the progressive roll-out of automation

and digitization initiatives as part of the AUB Group’s overall transformation plan.



6) The Basic and Diluted Earnings per Share in Q1/2022 were US 1.7 cents,
compared to US 1.6 cents in Q1/2021.

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

returns:

The AUB Group’s total assets as at 31 March 2022 stood at US$ 41.6 billion (31
December 2021: US$ 41.9 billion, -0.7%)

1) The loans and advances portfolio grew by US$ 0.1 billion (+0.7%) to US$ 22.2
billion (31 December 2021: US$ 22.1 billion) with focus on enhancing the core
earnings through a prudent and diversified build-up of the loan book across the

Group.

2) The non-trading investments portfolio was US$ 9.6 billion (31 December 2021:
US$ 9.9 bhillion) as part of prudent balance sheet structure and liquidity

management.

3) The funding base during 2022 was further diversified and, elongated through:

a. Repo borrowing increased to US$ 4.7 billion as at 31 March 2022
(December 2021: US$ 3.8 billion) with 81% in elongated evergreen
facilities with up to 18 months’ contractual notice period to increase

funding stability and support NSFR obligations.

b. Customer deposits were at US$ 24.2 billion as of 31 March 2022 (31
December 2021: US$ 25.2 billion) with Current and Saving Accounts
(CASA) balance of US$ 9.2 billion as on 31 March 2022 (31 December
2021: USS$ 9.4 billion). Overall CASA pool as a percentage of customers’
deposits of US$ 24.2 billion increased to 38.2% as of 31 March 2022 (31
December 2021: 37.3%). The bank seeks to diversify and optimize its

liability base on an ongoing basis.



Chiro Ghosh:

4)  The Group’s Return on Average Equity for Q1/2022 was 14.2% (Q1/2021:
15.0%). Return on Average Assets was at 1.7% for Q1/2022 (Q1/2021: 1.7%).

5) AUB reported a total capital adequacy ratio of 17.5% as compared to the
regulatory minimum capital ratio of 12.5%.

Against the challenging backdrop of these evolving and uncertain market conditions,
AUB’s performance in Q1/2022 demonstrates its resilience and ability to deliver
sustainable core earnings on a consistent basis through its diversified well managed
business model. AUB’s strategic investments across multiple markets, robust risk
management, intelligent cost control measures and ongoing focus on the sourcing of
cross border business flows has helped achieve its net profit growth for Q1/2022, while
maintaining solid asset quality parameters and tight cost discipline.

Meanwhile, we wish you all the best 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.

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

(Q1) First question from Ahmed Fakhroo, Biet Fakhroo Real Estate
1.1 How much is your return on risk weighted asset in Q1 2022 versus 31st Dec 20217

1.2 Can you elaborate on the Foreign Currency Translation Adjustment amounting
US$105 million under OCI which resulted in a severe impact on the group value of
equity? What are your proactive risk management measures in this regard or are you
adopting an open-door risk management policy in this regard? Finally, | would like to
gage your risk management appetite since we might encounter additional adverse

situation in the future? Monday 21 March 2022 Egyptian Pound

1.3 What are the sustainability frameworks adopted by the group? Is it GRI, SASB, IIRC,
CDSB, CDP, UNGC or TCFD?



Sanjeev Baijal:
1.1 Basically, this is an internal metric which is used to assess the returns across business

units in terms of performance, and we have disclosed the overall return on average

assets.

1.2 In terms of translation adjustment, it is a result of the devaluation of the Egyptian
Pound from 15.72 on 31 December 2021 to 18.26 on 31 March 2022. There is
effectively no commercially viable hedging option covering the Egyptian Pound Vs
USD. Having said that, from a balance sheet perspective we have a structural hedge to
the extent of the capital being funded in US Dollars.

1.3 The Bank is currently assessing and appropriately adopting progressive
implementation of ESG voluntary reporting guidelines issued by the Bahrain Bourse.
AUB is a member of the UN group for Responsible Banking. AUB has adopted
Equator Principles since May 2011 and became a signatory to UNEP-FI in Jan 2020
and will be implementing Principles of Responsible Banking over a period of 4-years.

Chiro Ghosh:  (Q2) Question from Deepak Babu, BNH
Customer deposits witnessed a 4.1% QoQ decline (- $ 1.03bn). Is this driven by increased
CASA competition dragging CASA balances lower? How has this dynamic evolved in
April-May 2022?

Also, was the decline in Assets by 0.7% QoQ, led by this reduction of CASA balance?
Assuming it is, Asset book growth during the year will require a substantial increase in
‘Cost of funding’. How are NIMs expected to evolve in 2022 in light of this (That is, would
NIM pick-up materialize only towards end-2022-early 2023)?

Mohan Subramaniam:

As Sanjeev has noted in the opening remark, CASA balances remained unchanged during

this quarter. AUB is concentrating on diversification of the bank’s funding profile. The



Chiro Ghosh:

Keith Gale:

Chiro Ghosh:

Sanjeev Baijal:

Chiro Ghosh:

Sanjeev Baijal:

way AUB’s balance sheet is structured, when interest rates are rising it will positively
impact the net interest income. Therefore, we believe we should see a pickup in the net

interest income as rate increases happen.

(Q3) Question from Reem Albarri, SICO Bank
The bank took a large impairment related to the non-trading investment of USD 24mn. Can
you throw some color on it and is it related to strong trading investment gain you made in

this quarter?

It is related to the geopolitical and uncertainties in the bond markets arising in the first
guarter, and we can see in note 7 of the Q1/2022 financials that there is an increase in stage
2 provision due to a perceived increase in credit risk and AUB has recorded a prudent US$

28.5 million additional ECL which includes an element of management overlay.

(Q4) Question from Reem Albarri, SICO Bank
The bank’s opex rose by 8% YoY, although in line with previous quarters. Would it be

possible to lower your opex or is this the new normal?

As we see the market has opened post Covid-19 pandemic and to meet business expansion,
there would be some additional pickup in expense. Further, we are also in the process of
digital transformation phase which may result in an increase in IT and depreciation

expenses. However, we expect to maintain the cost-income ratio below 30%.

(Q5) Question from Reem Albarri, SICO Bank

5.1 Can you shed some clarity on the strong deposits outflow in 1Q22?

5.2 Till what level of loan-to-deposit would you remain comfortable?

5.1 This question was answered.



Chiro Ghosh:

Keith Gale:

Chiro Ghosh:

Sanjeev Baijal:

5.2 We think LDR is an old archaic liquidity metric and therefore one should look at LCR
and NCFR liquidity matrices, which we maintained above regulatory requirements.

(Q6) Question from Reem Albarri, SICO Bank
Can you please shed light on Adel El-Labban’s resignation from the board? Is this a key-

man risk?

Itis not a key man risk by virtue of the fact that Mr. Adel El-Labban continues as the Group
CEO and is very much engaged in all day-to-day business matters and as previously is in

close liaison with the Board of Directors.

(Q7) Question from Ali Al Tareef, CFI

7.1. What is the risk adjusted NIM versus the NIM for Q1 2022? Could you please compare
both NIMs with the previous quarters namely in this order Q4 2021 and Q1 20227 Did
AUB manage to narrow the gap or it get wider? Going forward, | would suggest plotting a
chart showing the gap comparison history since the beginning of the previous financial

year on a quarterly basis?

7.2. How much is your Cost of Funds in Q4 2021 and can you compare it with the
sequential quarter Q1 2022? Can you let me know what is the gap between your Cost of
Funds with these benchmarks a) Average 3M Libor b) Average 3M Kibor ¢) Average 3M
Bibor? Going forward, | would suggest plotting a chart showing the gap comparison history

since the beginning of the previous financial year on a quarterly basis?

From the management perspective NIM is the benchmark that we use to monitor our core
income. NIM has been more or less similar to Q4 of the last year. And as we see the interest
rates rise, we expect to see a pick-up in net interest income due to the higher interest income

on the free float available with the bank.



Chiro Ghosh:

(Q8) Question from Ahmed Al Alawi, Alkomed
Almost US$ 1 bn reduction in customer deposit, can | ask from which markets and what

are your proactive measure to expand the customer deposit?

Mohan Subramaniam:

Chiro Ghosh:

Keith Gale:

Chiro Ghosh:

Sanjeev Baijal:

Chiro Ghosh:

The deposit reduction was linked to institutional depositors based on their own liquidity
requirements. AUB is making considerable efforts to broaden and increase its customer
deposits base and reduction in deposits during Q1/22 was not concentrated nor pertained
to any single market.

(Q9) Question from Shaima Tohami, Private Investor
What is the expected growth % for FY in loans & advances? Given the Q1 humble growth
of 0.7%?

We are expecting mid-single digit growth for the year end. Our pipelines are very much
recovering at the moment as we see an economic upturn in the Gulf as we come out of
Covid crises, and we see governments have started to spend in line with their improving

fiscal positions.
(Q10) Question from Shaima Tohami, Private Investor

Updates on deal with KFH pls

This question does not concern with the Q1/22 performance; However, we have provided

related updates as a disclosure in note 12 of the Q1/22 FS.

(Q11) Question from Ali Al Tareef, CFI
What is the Asset Yield % in Q1 2022 compared with the previous four quarters?



Mohan Subramaniam:
As mentioned earlier, assets yield was in line with previous quarters. When rise in Fed rates

takes place which is followed by the local regulators, we will see growth in yield and see
growth in core earnings.

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

guestions if any.
I would like to thank everyone for the participation in this conference call of AUB Group,
discussing the Q1 2022 financial results and will now hand over to Sanjeev Baijal for any
closing remarks.

Sanjeev Baijal: We thank you all for participating this webcast covering our Bank’s Q1 2022 results and

we look forward to our next webcast covering the half year 2022 results. 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
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Income Statement

Q12021

Q12022

Net Interest Income 207.0 212.1 2.5%
Fees and Commissions 29.5 27.4 (7.1%)
Trading Income 8.5 10.1 18.8%
Investment and Other Income 46.0 61.0 32.6%
Operating Income
Provision for Credit Losses (30.9) (33.6) (8.7%0)
Net Operating Income
Operating Expenses (80.7) (87.2) (8.1%)
Tax Expense & Zakat 9.4) (7.9) 16.0%
NPAT to Non-Controlling Interests (10.4) (11.0) (5.8%0)

NPAT to the Owners of the Bank

NPAT Growth




ECL Coverage

Mar 22
US$ MM Stage1  Stage 2  Stage 3 Total
Gross Loans and Advances (a) 19,719 2,927 566 23,212
Less: ECL Allowances (b) (192) (341) (459) (992)
Net Loans and Advances (a)-(b) 19,527 2,586 107 22,220
Gross Loans Stage-wise Mix as % 12.6% 2.4%
Coverage % C 1.0%) 2 11.7% ; 81.1%
Collaterals for Stage 3 386

Dec 21
US$ MM Stage1  Stage 2  Stage 3 Total
Gross Loans and Advances (a) 19,589 2,894 559 23,041
Less: ECL Allowances (b) (172) (331) (464) (966)
Net Loans and Advances (a)-(b) 19,418 2,563 95 22,075
Gross Loans Stage-wise Mix as % 85.0% 12.6% 2.4%
Coverage %
Collaterals for Stage 3 365

Robust ECL Cover




Key Performance Indicators

Financial Indicators KPIs Q12021 Q12022

Return on Average Equity (ROAE) 15.0%

Return on Average Assets (ROAA) 1.7%

C/I Ratio 27.7% 28.1%

EPS (US Cents) 1.6 1.7

Sustained Performance




Balance Sheet Highlights

I IA | Mar 22 Var %
Loans and Advances 22,075 | 22,220 {{0.7%)
Non-Trading Investments 9,923 9,607 | (3.2%)
Total Assets 41,913 41,635 | (0.7%)
Deposits from Banks 4,639 4,732 2.0%
Borrowings Under Repos 3,776 4,658
Customers' Deposits 25,204 24,169 | (4.1%)
Term borrowings 1,089 1,060
Total Deposits 34,707 34,620 | (0.3%)
Perpetual Tier 1 Capital Securities| 1,000 1,000 0.0%
Shareholders' Equity 4,470 4,533 (1.4%)

Diversified Funding Base




Balance Sheet Highlights
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Prudent Balance Sheet Diversification




Funding
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US$ MM

Capital Mix Strategy
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Key Performance Indicators

Financial Indicators KPIs

Asset Quality Related KPIs :

Dec-21

Mar-22

Gross NPL Ratio

4%

SP Coverage Ratio

C2.4%

Liquidity Related KPIs :
Group LCR 177.0% | 168.9%
Group NSFR (u14.0%)
Capital Related KPIs :
Total Capital Adequacy Ratio @@ @@
CET 1 Ratio 13.3% 13.7%
Tier 1 Ratio 15.5% 16.0%

KPIs Sustained

11



SP Coverage Trend
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Q&A Session




