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solutions across various areas including cash management, 
trade finance and client delivery channel.

Based on clients’ preferences for a single bank portal capable 
of accessing multiple services, the Bank has launched 
its best-in-class digital experience for corporate clients 
by consolidating all existing corporate portals with the 
flagship client delivery channel - B2B, thereby allowing 
more customers to be served remotely, with faster access 
and improved security.

B2B solutions were enhanced with the addition of  
more than 20 new functionalities and features with a 
multitude of products and services and with strengthened 
omnichannel experience.  

At AUB Bahrain, more than 70% of clients have successfully 
migrated to digital channels, with increasing business volumes 
carried out digitally across the businesses.  At a group level, the 
number and value of transactions carried out through B2B has 
increased by 60% and 25% respectively for 2020 vis-a-vis 2019.

AUB was named the Best Trade Finance Provider Award 
in Bahrain by Global Finance Magazine, testament to the 
Bank’s commitment to offer best in class products and 
solutions for its clients.

Further acceleration of the digital transformation programme 
will provide clients with more integrated and real-time 
information across all group entities. Prudent investment  
in upgrading technology and delivery channels will offer 
clients end-to-end automation of trade finance, cash 
management processes and centralisation of payment 
and collections, creating a significant upturn in transaction 
flows and CASA balances.

Libor Transition: Considering the magnitude, complexity 
of transition from Libor to Alternative Reference Rates 
and potential financial impact, the Bank has taken steps to 
proactively assess and manage evolving transition timetables 
and execution risks, to coordinate closely with clients and 
regulators, and to prepare for contract remediation as well 
as IT and operational work. 

As global macro optimism gained momentum during 
Q4-2020, the Middle East Region is expected to witness 
a gradual recovery in 2021 and beyond. Recovery of oil 
prices and government stimulus measures are expected 
to support an economic rebound.  However, uncertainties 
remain, and the shape of the recovery will be determined 
by the evolving dynamics of Covid-19, the vaccine rollout 
programmes, and governments’ responses to the pandemic. 
The pathway to recovery to pre-Covid-19 performance 
levels will be slow and uneven.

Corporate Banking
In a year of heightened uncertainty and pandemic, the real 
success of Corporate Banking Group’s performance was 
resilience and embedded support to clients, employees 
and stakeholders during the lockdowns and in laying the 
groundwork for the recovery. By adapting successfully to a 
rapidly changing environment and effectively managing key 
risks, ongoing investments in technology enabled support 
to clients under exceptionally challenging conditions. Well-
established business continuity measures were enhanced with 
robust technology platforms and improved digital capabilities 
to meet the challenges of Covid-19 lockdowns. 

Continued support for clients’ liquidity and working 
capital needs provided a financial bridge beyond the crisis, 
complementing the relief measures announced by Central 
Banks with the Bank’s own Covid-19 financial relief and 
business support initiatives. 

With focus not only on the immediate challenges created 
by the pandemic but also on positioning the Bank for future 
success, significant progress was made against strategic 
objectives, accelerating the digital transformation journey. 
The pandemic also provided a once-in-a-generation 
opportunity to transform, connect more deeply with 
customers to seize these opportunities, and accelerate 
innovation and growth.

The twin pressures of the Covid-19 pandemic and low oil prices 
led to weak economic growth across the Bank’s key markets 
and some industries drew to a near total halt. Despite that, 
CBG maintained stable business momentum and displayed 
its execution capabilities to manage change in the face of an 
unprecedented crisis. 

Loans and advances are lower by 1.2% compared with 2019, 
reflecting a prudent lending approach while continuing to 
support clients by extending facility drawdowns to meet their 
liquidity and business requirements. Customer deposits and 
balances grew by 24% year-on-year with continued focus 
on growing CASA balances, reflecting CBG’s aim to reduce 
the average cost of funding while maintaining liquidity at an 
optimum level. 

To navigate the economic disruption caused by Covid-19 
and in line with heightened credit risk profile, CBG adopted a 
strategy for active identification and management of vulnerable 
sectors and companies with actions taken to enhance lending 
criteria and reduce risk profile.

Transaction Banking is at the forefront of Corporate business 
growth strategy. With the augmented focus, Transaction 
Banking continued to make significant progress in its digital 
transformation journey, introducing new products and 
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Against this backdrop, CBG is taking measures to build greater 
business flexibility by accelerating investments in technology, 
redefine customer journeys and embedding agile and scalable 
business models. With solid foundation in place, the Bank is 
well placed to leverage the Group’s geographical presence, 
strong execution capabilities and support sustainable long-
term growth.

Retail Banking
The resilience of the banking industry has been tested like 
never before in 2020. Covid-19 has helped to compound the 
shift towards digitisation in the Banking sector, highlighting 
the crucial role of digital customer engagement and setting 
the tone for future evolution of operational models. 

Retail assets grew 6.3% during the year. This growth was 
commendable due to the muted nature of the Retail borrowing 
environment driven by the Loan deferral programs in our key 
markets of Bahrain and Kuwait.

Retail liabilities grew strongly by 12.6% year-on-year with 
continued focus on growing CASA balances. What is more 
commendable is that this growth was driven by a stellar 19% 
increase in CASA balances. The healthy increase occurred 
across all our key markets with a key focus on our MyHassad 
portfolio which grew by 20% year-on-year. 

AUB redoubled its focus on implementing its digital 
transformation strategy, with an emphasis on engaging 
customers virtually. In an immediate response to the 
pandemic, Retail Banking took several initiatives to help 
customers fulfil their financial needs safely and digitally. To 
help customers withdraw cash or shop safely, the entire 
Card base was converted to contactless, as well as enhanced 
contactless transaction limits at merchant outlets and ATM 
withdrawals. On the payments side, AUB Bahrain enabled 
Point of Sale terminals to accept contactless cards. In addition, 
all AUB ATMs were upgraded to accept contactless cards. 
Furthermore, WhatsApp Banking was upgraded to enable 
customers to interact with the Bank through WhatsApp 
and view account information. In Bahrain, AUB Debit Cards 
can now be tokenised and stored on BenefitPay and can 
be used by the Tap and Go contactless payment method. 
In Egypt, the ATM network functionality was significantly 
enhanced with the addition of Mobile Wallet acceptance, 
Mezza Cards Cash deposit, and more than doubling of Cash 
Deposit units. Customers in Egypt were introduced to the 
innovative WhatsAppBanking in addition to the launch of 
Mobile Banking.

To allow customers to open their accounts without visiting a 
branch, AUB also launched Bahrain’s first digital onboarding 
platform to allow customers to open accounts using only 
their Bahraini Smart Cards (CPR). The whole process can be 

completed in a few minutes and allows customers to fund 
their accounts and request their debit cards instantly.

Adapting to the new normal, Retail Banking ensured the 
smooth operation of the branch network as per the directives 
of the local government while maintaining the utmost regard 
for the safety of its customers and its employees. AUB, under 
the guidance of local central banks and in keeping with the 
spirit of supporting its customers, introduced loan instalment 
deferrals, and in some cases, interest-free deferrals in Bahrain. 
Furthermore, AUB actively participated in the CBE’s Youth 
and Savings initiative with several events across the country 
promoting financial literacy. To further enhance the Branch 
experience, AUB launched e-KYC in Bahrain and Kuwait to 
further streamline the account opening process.

AUB Bahrain redesigned its Mazaya offering for Bahraini 
nationals.  By financing up to 120% of property value, AUB 
is now able to offer a market-leading financing product for 
Bahrain’s Social Housing customers, leading to a significant 
uptake.  The Mazaya program is an initiative introduced by the 
Ministry of Housing in cooperation with the private sector that 
aims to provide social housing for citizens. 

On the SME front, AUB unveiled a one-of-its-kind proposition 
to help Bahraini start-ups achieve greater growth. Named 
Al-Tajer, the new offering serves as a one-stop shop where 
SMEs can find the right tools to expand by providing access 
to digital marketplaces, streamline operations and drive down 
overhead. The product is scheduled to roll out in Kuwait and 
Egypt soon. As part of expansion of the SME business, AUB 
Bahrain introduced an innovative financing product for SME 
Merchants. The POS Lending product enables merchants to 
access capital based on their Point of Sale turnover. As part 
of enhancing the digital offering to SMEs, AUB Bahrain has 
migrated all of its existing Internet banking users to AUB’s 
Business to Business (B2B) platform. The B2B platform supports 
expanded transaction functionality such as bulk payments and 
payrolls, as well as providing a built-in approval workflow and 
processing engine.

The bank’s efforts have received commendation and 
recognition, winning AUB a slew of awards and titles, such 
as Best Digital Transformation, Best Retail Bank in Bahrain, and 
Best Retail Bank in Kuwait by several leading global financial 
publications throughout 2020.

In 2021, AUB seeks to accelerate further its digital transformation 
in order to ensure its ability to exceed customers’ expectations. 
Building on the work done in 2020, the Bank looks forward 
to helping its SME customers better navigate the difficult 
environment, with continued focus on building market-
leading propositions for key customer segments, be they 
Youth, Salaried or Affluent. In addition, investing in the Bank’s 
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were offered to corporate clients. Given that asset classes 
were volatile in 2020, the Bank provided private banking 
clients with investments ideas to monetise this volatility.

With IBOR transition picking up pace, a comprehensive plan 
was prepared, liaising with other relevant stakeholders in the 
bank to be well prepared with regard to new replacement 
“alternate risk-free rates (ARR)” by the end of 2021. This is 
a key strategic focus area, to position AUB as one of the 
leading banks to provide clients with a comprehensive suite 
of ARR-linked products.

Among the challenges ahead is to deal with how the 
pandemic will evolve. A fair degree of optimism appears to 
be factored into market prices. However, the sectors which 
have been hit the hardest by the pandemic remain far behind 
the rest of the market, and there may be scope for them 
to make up more ground over the next year. Treasury will 
monitor how the situation evolves and will provide its clients 
with suitable hedging and investment ideas.

The actions of central banks of continuing to anchor both 
short- and longer-term interest rates around their current 
historic low levels, exemplified by the Fed’s new ‘flexible 
average inflation targeting’ framework may suggest that 
they will continue to do whatever is needed to keep financial 
conditions accommodative for as long as it takes the global 
economy to stage a full recovery. This backdrop of low rates 
will provide clients with long term interest rate exposures to 
hedge their floating rate risk at attractive levels.

For 2021, in the immediate and medium-term, markets 
will remain volatile, based on how the vaccine rollout and 
pandemic response across the globe evolves. Treasury will 
be primed to advise its clients accordingly on hedging and 
investment possibilities. Focus will continue on carrying 
out a smooth transition from LIBOR to ARRs for the Bank’s 
clients. with the aim of being ready to provide a full suite of 
ARR-linked products before the end of 2021. A significant 
transformation to move towards a digitalised treasury team 
is in process, with the aim to minimise human intervention 
on any rule-based workflows.

Private Banking & Wealth Management
2020 was a year of surprises - the speed at which the pandemic 
escalated, the severity of the lockdowns, the size of the 
government stimulus measures globally, and the magnitude 
of the equity market rebound. Perhaps the biggest surprise 
is that global equities have gained more than 12% since the 
beginning of the year - an outcome few would have predicted 
during a global pandemic. With the U.S. election completed 
and effective vaccines on the way, investors have become 
bullish, pushing the S&P 500® to record highs.

own employees will ensure that they have the skills to adapt 
and grow in times of rapid change.

Treasury
International markets entered 2020 with an outlook 
of cautious optimism that the decade-long economic 
expansion and bull market could continue slowing but 
positive economic and earnings growth would push for 
some moderate returns. The year began with the flaring up 
of tension between Iran and US, sending oil prices higher and 
markets lower. But fears of Middle East conflict soon became 
secondary to the impact of the coronavirus outbreak.

Global economic activity began a rapid decline in March, with 
some of the sharpest cuts in history from central banks. The 
Fed announced two rate cuts in quick succession of 50bps 
and 100bps respectively. The Bank of England followed with 
two cuts moving the base rate from 75bps to 10bps. As the 
ECB was already dealing with policy rates in negative territory, 
hence they provided the necessary push by expanding the 
QE program instead of moving benchmark rates. Most of the 
GCC countries followed the cues from US, UK and European 
central banks and adopted appropriate rate cuts. This led to 
an extremely low yield environment for clients.

The initial shock of March carried over to Q2, as real GDP 
growth rates numbers faced double digit declines across 
the globe. The economic decline in Europe was even more 
severe, while many economies in Asia, the original epicenter 
of the pandemic, held up relatively well.

The year also witnessed massive liquidity strain, especially 
USD liquidity, and only when central banks and governments 
took considerable measures to support the economy and 
lending environment did market liquidity start to flow again 
in the latter part of the year.

The prolonged drama around the US elections and the 
stretching of the Brexit negotiations in the last quarter of 2020, 
kept the underlying volatility high in the global markets. The 
Gulf region had to face the compounded negative combination 
of the coronavirus outbreak and the collapse in oil prices, 
leading to a sharp decline in economic growth numbers. 

Treasury adapted to the challenging markets of 2020, 
optimising portfolios to manage the liquidity risk prudently. 
With the central banks’ actions leading to an environment 
of extreme low yields, innovative structured deposit ideas 
to the Bank’s clientele helped to enhance their yields as well 
as providing liquidity for the bank.

Innovative hedging solutions for both FX and interest rate 
risk which were in line with then prevailing market conditions 
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The economic landscape is in the early post-recession 
recovery phase of the cycle. This implies an extended period 
of low-inflation, low-interest rate growth that favours equities 
over bonds. However there are some near-term risks, with  
investor sentiment being overly optimistic after the vaccine 
announcements, making markets vulnerable to negative news 
events. This could include the renewed lockdowns in Europe and 
North America as virus cases escalate with a new strain, logistical 
difficulties in distributing the vaccine. In addition, it could be 
impacted by possible negative economic growth in early 2021 
especially if government support measures are unwound too 
quickly. Geopolitics could also deliver negative surprises from 
China, Iran or Russia as the new Biden administration takes 
overpower in the U.S.

Amidst the spate of forced lockdowns caused by Covid-19, 
the strategic focus of Private Banking & Wealth Management 
was to ensure the well-being of the Bank’s employees and 
uninterrupted service delivery to our clients, along with 
maintaining adequate balance sheet liquidity and continued 
prudence on costs. The development of a flexible business 
plan and finalising the digital transformation plan for the division 
were complementary areas of strategic focus.

During 2020, the division received several prestigious industry-
recognised awards:

-  The Banker/PWM award for the Best Private Bank in Bahrain 
& Kuwait. 

-  Global Finance award for the Best Private Bank in Bahrain 
and Kuwait. 

-  Global Award for the Best Islamic Private Bank and Best 
Private Bank in the Middle East from Private Banker 
International

We had healthy balance sheet growth which is reflected in 
assets increasing by 4.7% and also the deposits base by increased 
overall 5%.

The key challenge in the operating environment will be the 
return of market corrections and volatility in the markets as 
multiple stock market indices are trading at all-time highs. 
Increased pressure on interest margins is expected due to an 
extended period of lower interest rates.  This is as an opportunity 
to engage with clients and offer capital protected investment 
solutions and absolute return investments. Exploration of clients’ 
investment ideas that are not correlated to traditional asset 
classes will continue, in order to deliver positive performance 
in these volatile market conditions.

In addition, one of  the key learning of 2020 has been that 
business flexibility is of utmost importance, both for the 
Bank’s client base by providing outstanding continuous client 

experience and also for its employees enabling  them to 
work safely, efficiently and effectively while at the same time  
delivering  the high level of service to our clients.

The product platform was strengthened by entering into 
strategic partnerships with the U.S.-headquartered, multi-
family office, Forbes Family Trust and Principal Group. These 
partnerships will enable access to world class research and 
market views along with a healthy pipeline of well-researched 
new investment ideas for clients.

We are working on several digital transformation initiatives that 
will enhance our existing processes making them more efficient 
as well as improving service delivery to our clients and this will 
be a major focus for 2021 and beyond. Overall the  core strategy 
for Private Banking & Wealth Management will continue to have 
a clear focus on its strong pillars  of client service in both delivery 
and advice, which will enable  us to  attract new  clients and for 
our valued clients benefiting from  the investment offerings and 
services provided by partner firms to both preserve and grow 
their wealth for the future. 

Information Technology 
In 2020, AUB launched several initiatives to deliver immediate 
empowerment for its clients through digital products and 
services.  WhatsApp Banking focused on addressing simple 
banking requirements and answering clients’ inquiries at any 
time and from anywhere. The AUB Debit Cards Tokenisation 
service, was also launched, which supports clients using the 
Tap & Go contactless payment technology, implemented by 
BenefitPay – Bahrain’s National Wallet.  This capability helps 
make secure digital payments through POS machines. During 
the year, the Bank launched its Business 2 Business (B2B) 
Corporate portal, Avalon, an integration platform that seeks to 
meet the diverse banking requirements of Corporate Banking 
clients through the seamless integration with any ERP solution 
or financial accounting systems the clients may be using.

As part of the Core Banking enhancements, AUB upgraded 
its Islamic Core Banking System to the newest releases to 
support the latest technologies. Also upgraded were the 
Treasury System and Private Banking System to the latest 
version and applied special enhancements to manage the 
Upfront Step-up Deposits Product. In line with the Central 
Bank of Bahrain mandate, the automated Loan Deferment as 
part of the Covid-19 measures was also implemented.

Enhancement to several internal operational and governance 
processes, such as the SharePoint-based Documentation 
System hosting the IT Policies and Procedures, enabled 
testing automation for enhanced testing coverage. 
Additionally, upgraded MIS dashboards to track service 
disruptions, preventive control measures, thereby enhancing 
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of AUB’s workforce worked remotely at an early stage of 
the outbreak with minimal interruption to work productivity, 
a clear demonstration of our ability to respond in an agile 
manner, maintain business sustainability and fully serve all 
our customers’ needs.

Measures prioritizing the health and safety of our employees 
by preventing further spread of the virus during the Covid-19 
pandemic and ensuring a smooth return to work in office 
locations included initiatives of:

•  HR delivering an online health & vaccine status monitoring 
portlet available 24X7 on PC and mobile for employees 
to update their health status on symptoms, infection, 
isolation status, location, vaccination status and their 
general health condition;

•  The portlet enabled HR and our leadership teams to collect 
real-time data/ analytics dashboards to plan operations 
including staffing frontline/ physical positions, safely bring 
employees back into the office,  managing safely distanced 
workspaces and identify and support high-risk employees 
based on location, age, and area of work; 

•  Providing masks and sanitizers at the workplace and 
availability of ongoing Covid-19 RT-PCR testing for 
employees;

•  Educating employees through online awareness sessions 
and mobile push notifications on precautionary protocols 
to prevent the spread of the Covid-19 pandemic and 
current health updates/ guidelines to stay safe.

•  Implementing flexible remote working protocols through 
implementation of a new remote work access policy as 
well as an online workforce planning tool with automated 
notifications to enable seamless remote working 
capability especially in view of volatile lockdowns in 
different countries;

•  Wellness programs/ interventions through webinars and 
virtual health camps to ensure the mental, emotional and 
physical wellbeing of our employees.

AUB employed 3,227 full-time employees covering a diverse 
37 nationalities across the group as at December 2020. 
Participation of women in the workforce increased to 36% 
from, 35% in 2019. Local participation in the workforce in 
all markets in which AUB operates is a key strategic and 
mandatory objective for the Group. All AUB Group banks 
are compliant to mandated localization ratios in Bahrain, 
Kuwait and Libya. No set ratios exist for Egypt, UK, Dubai 
and Iraq to date.

Investment in the continuous professional development of 
employees continued to be a key objective for the function, 
with over 76% of AUB employees completing more than 800 

the operational effectiveness and governance controls were 
put in place.

The Bank continued to upgrade its IT infrastructure for all 
key systems and remote access infrastructure as part of the 
Covid-19 measures. Increased virtualisation with hyper-
converged systems at production and disaster recovery data 
centres resulted in higher reliability and capacity to handle 
the continued demand for remote access. Focus on cloud 
adoption continued by enhancing the cloud footprint and plans 
were set for re-architecting critical applications to be hosted 
on the cloud. This paves the way for adopting cloud-native 
applications and reduces dependencies on the infrastructure 
within the Bank’s data centres located in Bahrain, which in turn 
provides higher availability for critical applications globally. A 
portfolio of projects to enhance the customer experience 
and digital processing across the distribution channels was 
initiated in 2020, and is scheduled for delivery during 2021.

AUB continued its mission to provide quality and actionable 
data-to-business units by ensuring the smooth and timely 
running of Datawarehouse processes. Further automation 
applied to the upload of manual files via the Data Management 
Portal and provided Datawarehouse-based VAT extracts 
for the AUB Dubai branch, IBOR dashboards, and Bond 
Analytics reporting for Investments. Looking ahead, several 
key deliverables will result in the extended usage of enterprise 
data by various Business Units within the Bank. 

The Bank successfully operationalised SWIFT GPI for outgoing 
and incoming payments, providing the online status of 
electronic payments with added convenience to its customers.  
A number of additional projects aiming to maintain AUB SWIFT 
CSP compliance was carried out.

Ahli United Bank Group laid the foundation for the group 
to accelerate its transformation program and to set the 
benchmark for how transformation can power the Bank’s 
growth and future success.

Group Human Resources
Amidst the unprecedented Covid-19 pandemic, the two key 
priorities for the Group Human Resources & Development 
(“GHR&D”) function revolved around monitoring and 
maintaining employee health and well-being and ensuring 
seamless yet effective business continuity through remote 
connectivity without disrupting the Bank’s operations and 
customer services. 

HR anchored the core roles of catering to business needs by 
enabling talent to be managed remotely through technology 
tools, communicating and sustaining staff engagement playing 
a key role in the Bank’s transformation strategy. Over 60% 
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online courses in 2020. AUB launched its first summer virtual 
internship program (in collaboration with the CFA Society) to 
cultivate young high-caliber talent with skillsets aligned to a 
modern analytical and execution-focused banking setting. The 
virtual internship allowed learning flexibility to be maximized 
with candidates being onboarded virtually, assigned high-
impact e-learning courses apart from an intensive virtual 
rotation across key departments.

Fostering a culture of positive engagement, Group HR & 
Development will lead the way in the design, measurement 
and evaluation of proactive workplace initiatives and practices 
that help attract and retain talent with skills and competencies 
necessary for growth and sustainability in a fast-paced and 
disruptive business environment including development 
programs for current and future leaders/ managers. New 
and existing businesses will be supported by Group HR & 
Development to access accurate and real-time employee 
data, enabling the Bank to be more data-driven to improve 
efficiency in order to create a competitive advantage. 

Providing cutting edge data and technology enabled job roles 
and career paths and the related training & skill development 
for our employees and prospective candidates is a key priority 
for Group HR & Development and vital to driving AUB’s 
transformation priorities, from improving efficiency to growing 
revenues and business opportunities. The vision of AUB Group 
HR & Development is to be the employer of choice for potential 
talent in all our markets by providing structured skill and career 
development opportunities for their advancement by adapting 
to new technologies and data insights.

Compliance 
AUB continuously strives to improve the level of compliance 
in all its activities. The Bank has an independent Compliance 
function and reports to the Audit and Compliance Committee. 
The Compliance function acts as a focal point for all regulatory 
compliance and for adapting any best practice compliance 
principles. The Compliance Department has the responsibility 
to monitor and, on a regular basis, to assess the adequacy 
and effectiveness of the measures and procedures put in 
place and the actions taken to address any deficiencies in 
the Bank’s compliance with its obligations; and to advise 
and assist the relevant persons responsible for carrying out 
regulated activities to comply with the stated obligations 
under the regulatory system.  

Implementing appropriate systems, processes and controls 
to combat Anti-money laundering and terrorist financing 
activities form an important activity of the AML Unit within the 
compliance function. AUB has deployed a risk based automated 
transaction monitoring system and implemented relevant 
procedures and controls to facilitate appropriate monitoring 

and detection mechanism. AUB also has appropriate AML 
and Compliance policies and monitoring programs. These 
policies and monitoring programs are reviewed and updated 
annually and approved by the Board of Directors. The Bank’s 
anti-money laundering measures are regularly audited by 
the internal auditors who report to the Audit & Compliance 
Committee of the Board. Additionally, the Bank’s anti-money 
laundering measures are audited by independent external 
auditors every year and their report is submitted to the CBB. 
The Central Bank also performs periodic inspections of the 
Bank’s compliance with anti-money laundering regulations.

It is the Bank’s policy to set standards for customer protection 
by maintaining the quality of its customer service and 
measuring the delivery of service against these standards. 
The Bank has established a Quality Assurance policy reviewed 
and updated annually and approved by the Board of Directors. 
Quality Assurance policy seeks to attain excellence in customer 
protection bearing in mind regional benchmarks and any 
applicable regulatory framework in respective jurisdictions.  
Overall client acquisition and retention is a key goal through 
attainment/maintenance of high customer service standards 
set by the Bank on an on-going basis thereby contributing to 
the Bank’s goal of sustainable profit growth.

Risk Management 
Risk management involves the identification, analysis, 
evaluation, acceptance and management of all financial and 
non-financial risks that could have a negative impact on the 
Group’s performance and reputation. The Risk management 
function provides oversight and advice on the Board approved 
risk appetite and strategy, development and maintenance of a 
support system for management of risks through procedures 
and training. 

The major risks associated with AUB’s business are credit 
risk, market risk (which includes foreign exchange, interest 
rate and equity price risk), liquidity risk, operational risk and 
reputational risk. AUB’s risk management policies have been 
developed to:

• identify and analyse these risks,

• set appropriate risk limits and controls,

•  measure, monitor and report the risks against approved 
limits.

While risks that are inherent in the banking business cannot 
be completely eliminated, the risk management function 
aims to effectively manage these risks within the tolerance 
levels approved by the Board while earning competitive 
returns commensurate to the degree of risk assumed. Risk 
is evaluated based on the potential impact on income and 
capital, taking into consideration changes in political, 
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requirements and are designed to identify at an early stage, 
exposures which require close monitoring. Specific impairment 
provisions are made against credit exposures where whole 
or a portion of the credit is considered doubtful of recovery. 

If an asset is assessed to be irrecoverable, a mandatory write-
off takes place. This is conducted by a risk management 
process, which is completely independent in reporting terms 
from the asset generating departments.

Risk rating of individual counterparties plays an important 
role in the approval and maintenance of credit limits. The risk 
rating process ensures that the quality of the credit portfolio of 
the Bank is maintained at the highest possible level and stays 
within Board approved risk limits. The CP&P includes a robust 
risk rating system developed by a leading international rating 
agency, which provides a credit rating for each individual 
credit based on an extensive set of financial and non-financial 
parameters. This risk rating system has been validated and 
calibrated to meet the requirements of Expected Credit Loss 
computation under IFRS 9. The Group has implemented 
the necessary automated systems, quantitative models and 
governance processes to be compliant with IFRS 9. 

The risk management function categorizes the credit portfolio 
by level of risk to monitor the credit quality and to be able 
to assess the pricing and aid in the prompt identification 
of problem exposures. Management of material problem 
exposures is vested with Remedial Management in the 
respective Group operating entities, all of which report to 
the Group Risk Management function. 

In addition to the Group Risk Management function, credit 
risk is overseen by the Group Risk Committee (GRC) which 
is vested with the overall day-to-day responsibility for all 
matters relating to Group credit risk. The GRC responsibilities 
include the following:

•  formulation and implementation of credit policies and 
monitoring compliance, 

•  act as a credit approval authority for credits within its 
delegated limits, 

•  recommend to the Executive Committee all policy 
changes related to credit risk as well as credits falling 
outside its discretion, 

•  determine appropriate pricing and security guidelines for 
all risk asset products, 

•  review the ongoing risk profile of the Group as a whole 
and by individual products, business sectors and countries

•  ensure the adequacy of specific and collective impairment 
provisions and make appropriate recommendations to 
the Executive Committee.

economic and market conditions, and the idiosyncratic 
factors that impact the risk exposures.

The risk management function relies on the competence, 
experience and dedication of its professional staff, sound 
risk management policies and procedures, and ongoing 
investment in technology and training. 

The Board of Directors approves at least annually the 
Bank’s key Risk Management policies based on reviews and 
recommendations of the risk management function and the 
relevant management committees. The risk management 
processes are subject to additional scrutiny by independent 
internal and external auditors, and the Bank’s regulators 
which help further strengthen the risk management practices. 

The risk management and control process is based on 
detailed policies and procedures that encompass: 

•  business line accountability for all risks taken. Each 
business line is responsible for developing a plan that 
includes adequate risk/ return parameters, as well as risk 
acceptance criteria; 

•  a risk function that understands, monitors and independently 
controls each risk exposure ensuring that the appropriate 
approvals are obtained and a uniform risk management 
standard, including objective risk measurement, has been 
correctly applied to all risk exposures; 

•  product and business policies, which are clearly 
understood, monitored and are in line with the overall 
Board approved risk framework; 

•  the ongoing assessment of the portfolio against various 
risk parameters; and 

•  an integrated limits structure that permits management to 
monitor, control and assume exposures within approved 
tolerances.

Credit Risk
Credit risk is the risk of financial loss due to the failure of a 
counterparty to perform its obligations according to agreed 
terms. It arises principally from lending, trade finance and 
treasury activities. The credit process is consistent for all forms 
of credit risk to a single obligor. Overall exposure is evaluated 
on an ongoing basis to ensure a broad diversification of credit 
risk. Potential concentrations by country, product, industry, 
and risk rating are regularly reviewed to avoid excessive 
exposure and ensure a broad diversification.

Credit risk within the Group is actively managed by a rigorous 
process from initiation to approval to disbursement. All day-
to-day management is in accordance with well-defined credit 
policies and procedures (CP&P) that detail all credit approval 
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Market Risk
Market risk is the risk that adverse movements in market risk 
factors including foreign exchange rates, interest rates, credit 
spreads, commodity prices and equity prices will reduce the 
Group’s income or the value of its portfolios.

Given the Group’s ongoing low risk strategy, aggregate market 
risk levels are low relative to the size of the Bank’s balance 
sheet. A robust control process incorporating well defined 
limits is applied to effectively manage market risks and monitor 
daily position limits and stop losses. The Group utilizes Value-
at-Risk (VaR) models to estimate potential losses that may 
arise from adverse market movements in addition to other 
quantitative and qualitative risk management techniques. 

The Group calculates VaR using a one-day holding period 
at a confidence level of 99%, which takes into account the 
actual correlations observed historically between different 
markets and rates. VaR limits are delegated by the Board to 
the Group Asset and Liability Committee (GALCO) and sub-
delegated to the ALCO of the Group’s subsidiaries.

The Group recognizes that VaR is based on the assumption 
of normal market conditions and that certain market shocks 
can result in losses greater than anticipated. Therefore, 
supplementary risk management techniques such as stress 
testing form a core part of the Group’s risk control processes.

Liquidity Risk
Liquidity risk is the risk that the Group does not have sufficient 
financial resources to meet its obligations as they fall due, 
or will have to do so at an excessive cost. It is measured 
by estimating the Group’s potential liquidity and funding 
requirements under different stress scenarios. 

The Group’s liquidity management policies and procedures 
are designed to ensure that funds are available under all 
circumstances to meet the funding requirements of the 
Group not only under adverse conditions but at sufficient 
levels to capitalize on opportunities for business expansion.
Prudent liquidity controls ensure access to liquidity without 
unexpected cost effects. Liquidity projections based on 
both normal and stressed scenarios are performed regularly. 
The control framework also provides for the maintenance 
of a prudential buffer of liquid, marketable assets and an 
adequately diversified deposit base in terms of maturity profile 
and number of counter parties. 

The Group Risk Management function continuously monitors 
liquidity risk and actively manages the balance sheet to control 
liquidity. The treasury function at each subsidiary manages this 
risk with monitoring by the Risk Management department and 

oversight by its Assets and Liabilities Committee (ALCO). At 
the Group level, the liquidity risk is managed by the GALCO, 
which is vested with the overall day-to-day responsibility for 
all matters relating to Group liquidity. 

Operational Risk
Operational Risk is “the risk of loss resulting from inadequate 
or failed internal processes, people and systems or from 
external events.”

Operational risk is managed by the Group Operational 
Risk Committee (GORC). The Group has adopted an 
ongoing Operational Risk Self-Assessment (ORSA) process. 
Assessments are made of the operational risks identified 
within each function of the Bank and these are reviewed 
regularly to monitor significant changes and the adequacy of 
controls. Operational risk incident and loss data is collected 
and reported to senior management on a regular basis. 
There were 6 instances involving a total of 946 EFTS time-
out incidents during the year, which resulted in a penalty of  
BD 9,330/- payable to the CBB. The Group also collates and 
reviews various key risk indicators (KRIs) to facilitate detection 
of deficiencies or potential failures in controls and procedures.

The Group’s independent audit function regularly evaluates 
operational procedures and advises senior management 
and the Board of any potential problems. Additionally, the 
Group maintains adequate insurance coverage and business 
continuity contingency plans utilizing offsite data storage 
and backup systems. The Group has also adopted a Flexible 
Business Management approach to business continuity and 
disaster recovery with the aim of continuing to conduct 
business as usual to the extent possible on a remote basis 
even under diverse scenarios of unavailability of premises, 
infrastructure or resources, with scalability for any duration 
of time. The adequacy of the Bank’s business continuity 
plans is confirmed by a programme of regular testing with 
oversight being provided by GORC.


