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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 the accompanying consolidated Financial Statements for the year ended 31 December 

2017. 

 

General Operating Environment 
 

The global economy is experiencing a turnaround in economic growth parameters arising from a 

rebound in investments, manufacturing activity and trade. Global GDP growth is estimated by the 

World Bank to rise to 3.0% in 2017 from 2.4% in 2016 driven by a broad based pickup in 

economic activity in both the advanced and emerging market and developing economies (EMDE). 

This improvement comes against the backdrop of generally accommodative monetary policies, 

rising consumer confidence, demand driven rise in commodity prices and the resultant resurgence 

of global equity markets. Of the above, EMDE’s growth is estimated to have increased from 3.7% 

in 2016 to 4.3 percent in 2017.  Given the momentum seen in 2017, a gradual decline in 

Quantitative Easing (QE) measures by major central banks is already underway as global 

economic growth is projected at 3.1 % in 2018 and 3.0 % in 2019.  

 

In contrast, the Middle East and North Africa (MENA) region witnessed a decline in growth 

estimated at 1.8% in 2017 from 5.0% in 2016, contributed by hydrocarbon sector-led 

decelerations among regional oil exporters driven by the combined impact of low average oil 

prices reaching a low of US$ 46 per barrel in mid-2017 and the strong adherence to OPEC led 

production cuts. The implementation discipline of oil production cut agreements among the 

OPEC members supplemented by co-operation from certain non-OPEC producers, led to a 24% 

rise in average oil prices to US$53 per barrel in 2017 from 2016. With increasing general demand 

and the renewal of the oil production cut agreement until the end of 2018, oil prices have further 

climbed to around US$60 per barrel by the end of 2017. Subject to above, oil prices are estimated 

by the World Bank to average US$58 per barrel in 2018. On the back of these higher oil price 

projections, socio-economic reforms together with economic diversification and planned 

infrastructural investments, GCC economies are estimated to grow from 0.7% in 2017 to 2.0% in 

2018 and further to 2.7% in 2019/2020.   

 

The main disruptive  risks to this improving scenario continues to be a resurgence in shale oil and 

gas production fueled by the escalating selling prices or any significant  regional political 

disturbances. 

 

Performance Overview 
 

Despite a very difficult and challenging operating environment in the midst of volatile global and 

regional developments, AUB achieved another strong performance in 2017 reporting a net profit 

growth of 8.4% over 2016. Our earnings growth was under pinned by a   prudent risk taking 

approach, focused risk management, effective asset and liability controls with resultant improved 

margins and continuing intelligent spend focus.  
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The key highlights of the AUB Group’s consolidated financial performance for 2017 were: 

 

 Consolidated net profit, attributable to the Bank’s equity shareholders, of US$ 618.7 

million was achieved showing a rise of 8.4% versus US$ 570.6 million in 2016.  

 

 Net operating income increased by 4.4% over 2016 to US$ 1,030.4 million during 2017. 

The increase in net operating income was broad based across the different AUB Group 

banks. Net Interest Income rose by US$ 48.2 million (+5.8%) attributable to higher 

spreads and prudent growth in assets. Net interest margins increased by 30 basis points to 

2.8% (2016:2.5%).  

 

 Focused recovery efforts and effective remedial management resulted in the non-

performing loans(NPL) ratio improving to 1.9% as at 31 December 2017(31December 

2016: 2.3% ).Prudent risk provisioning continued resulting in the NPL coverage 

increasing from 84.9% in December 2016 to 85.1% as at 31 December 2017 . Moreover, 

the total provision coverage ratio stood at 154.3% (2016: 155.6%), excluding marketable 

collaterals of US$ 357.7 million (2016: $ 443.9 million) in value. The overall cost of risk 

for 2017 improved to 0.3% of the average gross loan book (2016: 0.7%). 

 

 AUB Group’s total assets at 31 December 2017 increased to US$ 33.2 billion (31 

December 2016: US$ 31.3 billion) representing a 6.1% growth.  This is attributable to the 

loan portfolio growth by 4.8% resulting from diversified deployments in the trading, 

manufacturing and services sectors within the overall risk framework and a 7.8% rise in 

the non-trading investments portfolio to provide a broader allocation of liquidity on a 

sectoral and geographic basis.  Credit growth (+US$ 0.9 billion) was funded from an 

increase in customer deposits (+US$0.3billion) and through borrowings under repurchase 

arrangements (+US$ 0.6 billion).  

 

 Business driven cost control and management resulted in containing the cost to income 

ratio at 28.8% (2016: 27.6%). 

 

 Overall improved profitability of the Bank generated a higher Return on Average Assets 

of 2.1% (2016: 1.8%) and a higher Return on Average Equity of 16.5% (2016: 15.6%). 

 

Strategic & Corporate Development 
 

 During April 2017, the paid up share capital of Ahli United Bank Limited (AUBL), UAE 

was increased from US$ 50 million to US$ 75 million through infusion of additional 

capital by AUB. The capital increase was undertaken to support the growth plans of 

AUBL.  

 

 During October 2017, Ahli Bank S.A.O.G completed the raising of RO 50.0 million (US$ 

129.9 million) Perpetual Subordinated Bonds (Additional Tier I Capital Instrument) 

through a rights issue. The Perpetual Bonds issue will enable the bank to meet increased 

capital requirements and support its growth plans in an equity efficient manner. 
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Recognition 
 

From 2017 to-date, AUB Group has been a recipient of a number of prestigious banking awards 

and includes the following: 

 

 Best Bank in Bahrain – 2017 awarded by Euromoney  

 Best Bank in Bahrain  – 2017 awarded by Global Finance  

 Best Local Bank in Bahrain – 2017 awarded by Emea Finance magazine  

 Private Bank of the Year, Bahrain – 2017 awarded by The Banker and PWM  

 Best FX provider in Bahrain – 2018 awarded by Global Finance  

 Best Private Bank in Bahrain – 2018 awarded by Global Finance  

 Best Trade Finance Provider in Bahrain – 2018 awarded by Global Finance  

 

Directors’ Shareholdings & Remuneration 
 

The number of shares held by directors, senior management and their related parties as at 31 

December 2017 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 2017, the Board of 

Directors recommends the following appropriations for approval by the shareholders: 

 Cash dividend - ordinary shares at 4.5 US cents per share (2016: 4.5 US cents per 

share) and a bonus issue of one ordinary share for every twenty ordinary shares held 

(2016:  bonus of one ordinary share for every ten ordinary shares held) 

 Transfer to statutory reserve of US$ 61.9 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 performance during 2017 was only made possible through the support 

and trust of our clients, business partners, customers and through the dedication and 

professionalism of our staff and under the guidance of regulators in our operating markets. 
 

While operating challenges are expected to remain in 2018, we will continue to implement our 

strategy of focused and balanced growth in a prudent manner with a full commitment to client 

servicing and to meet the aspirations of all our stakeholders. 

 

 

 

 

 

Hamad M. Al-Humaidhi 

Chairman  

20 February 2018 


