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BOARD OF DIRECTORS’ REPORT

The Directors of Ahli United Bank (“AUB” or the “Bank”) are pleased to submit the Annual Report 
and accompanying consolidated Financial Statements for the year ended 31 December 2016.

General Operating Environment

Subdued global trade and investment flows and heightened policy uncertainty exacerbated by low 
average oil prices and a generally weak economic environment marked another difficult year for the 
world economy. As per the World Bank Group estimate, global growth in 2016 is estimated at a post 
crisis low of 2.3 percent and is projected to rise to 2.7 percent in 2017. The fall-out of the Brexit vote 
is expected to continue to unravel in the coming years together with the lingering uncertainty about 
the course of US economic policy under the new Administration and have an adverse global impact 
on the short term prospects across many emerging markets and developing economies (EMDEs). 
While downside risks to growth forecasts remain, fiscal stimulus measures, if implemented, may 
boost US and global growth prospects. 

Growth in the Middle East and North Africa (MENA) is expected to modestly pick up as the average 
Brent crude price of US$ 45/barrel in 2016 is forecast to rise to a consensus average forecast of 
US$ 57/barrel subject to maintenance of agreement to production cuts amongst OPEC members 
and certain non-OPEC producers, without triggering an increased flow of shale oil production. This 
oil price level represents a substantial improvement since the low of US$ 27.9/barrel on 20 January 
2016. Meanwhile, the GCC governments remain focused on reforms, economic diversification 
measures and fiscal consolidation to mitigate, to some extent, the impact of continuing average low 
oil prices on their economies. Nevertheless, it is expected that the GCC governments will pursue 
a fiscal deficit policy to sustain their economies, with a modest rise in capital and infrastructure 
spending. 

Performance Overview

Despite the uncertain global landscape and the continuing economic and security challenges faced 
in its operating markets, AUB reported another strong performance in 2016, achieving a 6.2% 
growth in net profit, with core earnings growth sustained. The key business focus was net profit 
not balance sheet quantum driven. This was achieved through prudent risk taking, effective asset & 
liability management, including redeployment of liquidity in a prudent and diversified manner, and 
continuance of AUB’s intelligent spend policy. 

The key highlights of performance for 2016 were:

• Consolidated net profit, attributable to the Bank’s equity shareholders, of US$ 570.6 million 
was attained as against US$ 537.2 million in 2015.  The 6.2% rise in net profit was achieved 
in a continuing weak operating environment together with a decline in average foreign 
currency translation rates primarily resulting from the weakening of the Egyptian Pound 
after its floatation and of the Sterling Pound after the Brexit vote during the year. 

• Total operating income reached US$ 1,149.0 million, an increase of 5.2% over 2015. Increase 
in the operating income was broad based and underpinned by a rise in Net Interest Income 
of US$ 13.5 million (+1.7%) together with fee and commission income increasing by US$ 
15.4 million (+9.7%). 



II

• Asset quality was contained at an NPL ratio of 2.3% with a total provisions to impaired 
loans ratio of 155.6% (2015: 181.9%) maintained at end of the year. At 31 December 2016, 
specific provision coverage was maintained at 84.9% (2015: 84.6%). Overall cost of risk for 
2016 improved to 0.70% of average gross loan book (2015: 0.83%).

• Total Balance Sheet footings decreased by US$ 2.7 billion representing a 7.8% drop to 
US$ 31.3 billion (2015: US$ 34.0 billion) due to a significant devaluation of the Egyptian 
Pound contributing US$ 1.7 billion to the decline and the balance reduction reflecting Bank’s 
effective management of the balance-sheet levels through lower reliance on bank deposits 
and retirement of marginally profitable loans. Overall, during the year, the focus was on 
prudent re-deployment of surplus liquidity into yield enhancing sovereign and investment 
grade bonds and reduction in high cost deposits/ borrowings.

• Intelligent cost spend discipline across all sectors was sustained resulting in an improvement 
of the cost to income ratio to 27.8% (2015: 28.3%).

• Return on Average Equity increased to 15.7% (2015: 15.6%) while the return on Average 
Assets increased to 1.8% (2015: 1.7%). 

Strategic & Corporate Development

• During March 2016, AUB Group launched its banking operations in Dubai International 
Financial Centre (DIFC), UAE through Ahli United Bank Limited (AUBL), a 100% 
subsidiary of AUB. This launch, pursuant to issuance of a Category 1 license issued by 
the Dubai Financial Services Authority (DFSA), enables AUB Group to offer all corporate 
banking, private banking, wealth management, trade finance, treasury and cross-border 
financial products and services to clients based in the UAE as well as in the wider Middle 
East region on a conventional as well as a Shari’a compliant basis. The expansion into the 
UAE market is in line with AUB Group’s strategy to develop integrated banking presences in 
all the Gulf markets and to act as a preferred regional intermediary for its clients particularly 
in terms of securing their cross border banking needs. 

• In October 2016, AUB Kuwait successfully completed a US$ 200 million issue of Additional 
Tier 1 Perpetual Basel III Compliant Sukuk. The strong demand generated for AUB Kuwait’s 
Additional Tier 1 Sukuk post the successful fixed income investor meetings in Asia, the 
Middle East and Europe translated to an oversubscription  of the issue by more than three 
times. This issue represents the second tapping of the hybrid capital market after AUB’s 
very successful US$ 400 million issue in April 20 15. These issues add a new source of cost 
effective funding to the Bank’s regulatory net worth. The latest issue is a clear indication of 
the confidence of both local and global investors in the AUB Group’s diversified business 
model, its robust financial performance, the overall strength of its financial position and 
credit worthiness. 
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Recognition

During December 2016, AUB received for the second time the ‘Best Bank in Middle East’ award 
from the UK based Banker magazine.  The Banker, fully owned by the Financial Times (FT) Group, 
is considered one of the most respected and prestigious international financial magazines in the 
print media.

From 2016 to-date, AUB Group has been a recipient of a number of prestigious banking awards and 
includes the following:

• Bank of the Year, Middle East - 2016 awarded by The Banker magazine 
• Best Regional Bank, GCC- 2016 awarded by Capital Finance International 
• Bank of the Year, Bahrain - 2016 awarded by The Banker magazine 
• Best Bank in Bahrain – 2016 awarded by Euromoney 
• Best Bank in Bahrain  – 2016 awarded by Global Finance 
• Best Local Bank in Bahrain – 2016 awarded by Emea Finance magazine 
• Best Bank in Bahrain -2016 awarded by Asiamoney
• Private Bank of the Year, Bahrain – 2016 awarded by The Banker and PWM 
• Best FX provider in Bahrain – 2017 awarded by Global Finance 
• Best Private Bank in Bahrain – 2017 awarded by Global Finance 
• Best Trade Finance Provider in Bahrain – 2017 awarded by Global Finance 

Directors’ Shareholdings & Remuneration

The number of shares held by directors, senior management and their related parties as at 31 
December 2016 is disclosed in the Corporate Governance Report. 

For Directors’ fees and related expenses, salaries and other benefits, please refer to Note 25 of the 
consolidated financial statements.



Appropriations

On the basis of the results of the Bank for the year ended 31 December 2016, the Board of Directors 
recommends the following appropriations for approval by the shareholders:

• Cash dividend - ordinary shares at 4.5 US cents per share (2015: 4.5 US cents per share) and 
a bonus issue of one ordinary share for every ten ordinary shares held (2015:  bonus of one 
ordinary share for every twenty ordinary shares held)

• Transfer to statutory reserve of US$ 57.1 million 

• Donations of US$ 1.0 million

Conclusion

As the Chairman of the Board, it is my pleasure to thank our shareholders for their continuing 
confidence in AUB. Our achievements during 2016 were only made possible through the support 
and trust of our clients, business partners, customers, dedication and professionalism of our staff 
and guidance of regulators and other related government entities in our operating markets.

While operating challenges remain strong, we start 2017 with focused plans and objectives to 
advance our regional strategy in a balanced and prudent manner to meet the aspirations of all our 
stakeholders.

Hamad M. Al-Humaidhi
Chairman 

21 February 2017


