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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 2018.

General Operating Environment

The improvement in economic growth witnessed in the first nine months of 2018, driven 
by a rebound in hydrocarbon prices encountered headwinds in the last quarter of the year. 
This shift is also partially attributable to the unresolved trade disputes between the USA and 
China involving the imposition of retaliatory import tariffs; to Brexit uncertainties and to the 
resultant lower demand driven decline in Brent crude oil prices from an average of US$ 72.7/
barrel in the first nine months of 2018 to US$ 53.8/barrel by the year-end.

During the year, the US Federal Reserve continued its monetary tightening policy by raising 
the Fed Funds rate in four equal tranches of 25 basis points each. Given the current forecast 
headwinds for 2019, a more moderated stance on rate hikes is expected to be taken. Global 
GDP growth of 3.0% in 2018 and 2.9% in 2019 has been estimated by the World Bank.   

The increase in the average Brent crude oil price for full year 2018 of US$ 71.7 /barrel 
versus US$ 54.8 /barrel in 2017 has assisted in the gradual recovery in the MENA and GCC 
economies by 1.7% and 2.0% in 2018 respectively from a sharp deceleration a year earlier. 
MENA economies are forecast to grow by 1.9% in 2019 with a pick up to 2.7% by 2020 
while the GCC region, in particular, is expected to post a growth of 2.6% in 2019 and 2.7% 
in 2020. These growth forecasts are dependent on the ability of OPEC to sustain a higher 
level of average crude oil prices than witnessed in Q4/2018 in addition to achieving progress 
on planned socio-economic diversification measures, infrastructure projects spending, private 
sector financing and the continuation of policy reform initiatives thereby enhancing the 
overall business and investment climate. 

Performance Overview

Despite the continuing difficult general operating environment, AUB has reported another 
very strong performance in 2018 by achieving a net profit growth of 12.7% over 2017. The 
earnings growth momentum was sustained through an effective balance sheet management 
strategy resulting in excellent profit accretion within a prudent risk management framework 
and continued intelligent spend focus. 

The key highlights of the AUB Group’s consolidated financial performance for 2018 were:

• Consolidated net profit, attributable to the Bank’s equity shareholders, of US$ 697.5 
million was achieved showing a rise of 12.7% versus US$ 618.7 million in 2017. 
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• Operating income increased by 8.1% over 2017 to US$ 1,210.6 million during 2018. The 
increase in operating income was broad based and underpinned by a rise in net interest 
income of US$ 64.1 million (+7.3%) attributable to an increase in average interest earning 
assets and to the repricing of the loan portfolio, complemented by an effective interest 
rate risk management strategy. Net interest margin improved to 2.88% (2017: 2.79%)

• Effective and focused remedial management actions resulted in the maintenance of the 
non-performing loans (NPL) ratio at 1.9% as at 31 December 2018 (31 December 2017: 
1.9%). Asset quality KPIs improved, with an increase in the specific provision coverage 
ratio from 85.1% in December 2017 to 85.5% as at 31 December 2018. Furthermore, the 
total provision coverage ratio increased to 214.7% in December 2018 (2017: 154.3%), 
including provision for credit losses taken post implementation of IFRS 9 but excluding 
available significant marketable collaterals of US$ 357.9 million (2017: US$ 357.7 million) 
in value. The overall cost of risk for 2018 was 0.24% as compared to 0.26% in 2017.

• AUB Group’s total assets at 31 December 2018 increased to US$ 35.5 billion (31 December 
2017: US$ 33.2 billion) representing a 6.8% growth.  This is attributable to the growth 
in the non-trading investment portfolio by 26.1% (US$ 1.6 billion) as part of an overall 
strategy to further balance sheet diversification and enhance in-built liquidity sources. 
Asset growth was funded from an increase in customer deposits (+US$ 1.7 billion) and 
through borrowings under repurchase arrangements (+US$ 0.6 billion). 

• Continued implementation of the intelligent and disciplined spend approach and benefits 
of operational efficiencies, besides a higher operating income level, resulted in achieving 
a lower cost to income ratio of 27.1% (2017: 28.8%).

• Overall improved profitability of the Bank generated a higher Return on Average Assets 
of 2.2% (2017: 2.1%) and a higher Return on Average Tangible Equity of 20.9%  
(2017: 19.0%). 

Strategic & Corporate Developments

On 22 July 2018, AUB and Kuwait Finance House K.S.C.P. (“KFH”) signed a Memorandum 
of Understanding & Confidentiality of Information to organize the necessary valuation, due 
diligence and other steps required for a potential acquisition transaction to combine the 
respective businesses of KFH and AUB through a share swap to create a major regional 
banking institution. Subsequently on 24 January 2019, the Bank’s Board of Directors (BOD) 
approved, in principle, a preliminary share exchange ratio of 2.325581 AUB shares for 
each KFH share, on the basis of an average of share exchange ratios as determined by the 
valuation reports prepared by the appointed Joint Investment Banking Advisors - HSBC 
& Credit Suisse. The determination of the final share exchange ratio remains subject to 
satisfactory conclusion of the financial, legal and tax due diligence studies to be conducted 
by each bank on the other following receipt of required approvals of all relevant regulatory 
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bodies and final approvals of their respective Boards. Consummation of the transaction is 
also subject to securing all necessary regulatory and statutory approvals and completion of 
due process by the involved parties.

During December 2018, AUB Group converted its existing subsidiary Ahli United Bank Limited 
(AUBL), previously operating under a Category 1 license in the DIFC-UAE, to a branch of 
Ahli United Bank B.S.C. This transition enables the newly formed AUB branch in DIFC to 
access the increased underwriting capacity of AUB Group to further diversify and expand its 
business activities regionally with a continued emphasis on the UAE market. 

Recognition

AUB Group has been a recipient of a number of prestigious banking awards during the year 
and includes the following:

• Best Bank in Bahrain – 2018 awarded by Euromoney 

• Best Bank in Bahrain  – 2018 awarded by Global Finance 

• Bank of The Year, Bahrain – 2018 awarded by The Banker magazine

• Best Local Bank in Bahrain – 2018 awarded by Emea Finance magazine 

• Private Bank of the Year, Bahrain – 2018 awarded by The Banker and PWM 

• Best FX provider in Bahrain – 2019 awarded by Global Finance 

• Best Private Bank in Bahrain – 2019 awarded by Global Finance 

Directors’ Shareholdings & Remuneration

The number of shares held by directors, senior management and their related parties as at 
31 December 2018 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 2018, the Board of 
Directors recommends the following appropriations for approval by the shareholders:

• Cash dividend - ordinary shares at 5.0 US cents per share (2017: 4.5 US cents per share) 
and a bonus issue of one ordinary share for every ten ordinary shares held (2017:  bonus 
of one ordinary share for every twenty ordinary shares held)

• Transfer to statutory reserve of US$ 69.8 million 

• Donations of US$ 1.0 million
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Conclusion

In my capacity as the Chairman of the Board, it is once again my pleasure to thank our 
shareholders for their continuing support and confidence reposed in AUB. It is needless to 
state that our achievements since inception of the Bank were only made possible through 
the guidance of our regulators, the support and trust of our clients, business partners and 
customers and the dedication, professionalism and resilience of our management and staff.

As we transition into 2019, we will continue to implement our plans in a focused and 
committed manner with continued emphasis on meeting client needs to fulfill the aspirations 
of all our stakeholders. 

Meshal AbdulAziz Alothman 

Chairman 

19 February 2019


