IIRA maintains Bank ABC Islamic’s Ratings

Manama, November 06, 2025 — Islamic International Rating Agency (“IIRA”) has reaffirmed the ratings of
Bank ABC Islamic (“ABCI” or “the Bank”) at ‘A-/A2’ (Single A Minus/ Single A Two) on the international
scale and ‘A+(bh)/A1(bh)’ (Single A Plus (bh)/Single A One (bh)) on the national scale. Outlook on the
ratings remains ‘Stable’.

The Bank is fully owned by the Arab Banking Corporation B.S.C. (“ABC B.S.C.”, “the parent bank” or “the
Group”). As of December 2024, Bank ABC Islamic represented 6.2% of Group assets, which increased to
6.8% in June 2025. ABC B.S.C.’s support to ABCl’s operations takes the form of having provided most of
its funding as well as outsourced functions including IT, Legal, Operations, Treasury and HR. Additionally,
the Group provides oversight support to key control functions.

ABC B.S.C. operates under a conventional wholesale banking license issued by the CBB. The Group is one
of the leading financial groups in the MENA region. ABC B.S.C.’s majority shareholder is the Central Bank
of Libya, holding 59.4% shares, followed by Kuwait Investment Authority with 29.7% shares. Bank ABC has
presence in 15 countries across five continents, providing global wholesale banking solutions in both
conventional and Islamic finance, across Transaction Banking, Project and Structured finance, Capital
Markets, Financial Markets, and Real Estate finance being offered to corporates and financial institutions.
ABC B.S.C also provides retail banking services through its network of branches in Jordan, Egypt, Tunisia,
Algeria, and through ila Bank - its digital mobile-only bank - in Bahrain and Jordan.

ABC Islamic has demonstrated steady growth since IIRA’s last review, reflected in increased sukuk
participation during 2024, and financings picking up momentum since early this year, with revived
borrowing appetite in a relatively lower policy rate environment. GCC exposures comprised 85.0% of total
exposures in Q1’25 and expectations of an acceleration of the region’s economy to 3.2% in 2025 (2024:
1.9%), on account of the gradual rollback of OPEC+ voluntary oil production cuts and continued healthy
growth in the non-oil sector, bode well for the Bank’s growth prospects in the year 2025.

As of December 2024, the total quantum of stage-3 assets was USD35.8mn. Netting for USD6.9mn
provisioning, the ratio of net non-performance to total assets was 1.0%, which reduced to 0.9% as of June
2025. Overall, the risk ratings of the portfolio have remained relatively stable. In the near term, portfolio
risk will be negatively impacted from the notably lower oil prices affecting GCC economies and corporate
risk; however, positive expectations for growth, given both strong non-oil growth and increase in oil
output, may be a mitigating factor. The defensive positioning of the bank’s portfolio, driven by around
57% exposure to government and Fl sectors, will further support credit risk profile.

The Capital Adequacy Ratio eased to 36.9% as of June 2025 - down from 45.9% in December 2024 and
reflective of the enhanced financing offtake - yet remains well above the 12.5% threshold, whereas the
CET1 ratio retreated to 36.2% from 44.8%. In the medium term, the Bank’s capitalization is forecasted to
remain superior to regulatory thresholds supported by robust internal capital generation, the discretion
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with dividend payouts, and relatively high allocation to sovereign exposures within the portfolio. In
June’2025, LCR and NSFR indicators! stood at 194.0% and 109.9% respectively. Given also that the funding
is predominantly sourced from its parent, liquidity risk is low.

The positive trend in profitability carried onto the year 2024 with moderate increase in net margin income
supported by a more significant boost to fee & commission income and gain on sale of investments, as
well as the declining and modest ECL charges. Consequently, net earnings increased 13.0% on YoY basis
to USD52.3mn and the return on average assets was 7bps higher at 1.95% (2023: 1.88%). In H1'25, net
earnings after tax and zakah improved by a further 7.3% over H1'24 at USD26.9mn. Strong profitability
performance during H1'25, was despite the USD4.6mn taxation charge due to the Domestic Minimum
Top-Up Tax (DMTT)2. For the remainder of the year, enhanced business volumes and a slower pace of
decline in policy rates, relative to earlier expectations, would likely mitigate the impact of higher taxation
and a possible increase in cost of credit risk.

In 2024, Bank ABC Islamic made notable contributions to the development of the global Islamic
sustainable finance market by acting as the Joint Lead Manager in USD1.5bn of Sustainable and Green
Sukuk issuances. Meanwhile, the Bank’s commitment to social responsibility was exemplified by its
support for charitable organizations in Bahrain, through voluntary Zakah payments and other
discretionary funds.

In February 2025, Bank ABC Group launched its Sustainable Finance Framework which establishes
eligibility criteria for green, social, sustainable, sustainability-linked and transition finance projects,
ensuring alignment with the Group’s broader Sustainability Strategy. On the Bank ABC Islamic front, key
ESG indicators were tracked to effectively measure and manage the Bank’s sustainability efforts,
establishing a comprehensive baseline data set to conform to the three-year action plan. In addition, a
training program was developed for the client-facing teams to build capacity, ahead of launching several
new initiatives, including the integration of Client ESG Risk Assessment into its lending processes.

The Bank’s overall fiduciary score was maintained in the ‘76-80’ range reflecting strong fiduciary
standards. The Bank has obtained CBB approvals for its new Board which will have 2 additional members.
The Bank’s governance infrastructure reflects a strong commitment to compliance with regulatory
requirements and derives strength from Group oversight. The Shari’a governance framework similarly
reflects persistent adherence to industry best practices and AAOIFI standards.

For further information on this rating announcement, please contact us at iira@iirating.com.

' LCR and NSFR are reported at Domestic Liquidity Group (DLG), i.e. at aggregate level for Bank ABC Parent and ABC Islamic
Bank.

2 With the publication of Decree-Law No. (11) of 2024 on the Taxation of Multinational Enterprises on 1 September, the
Kingdom of Bahrain introduced a Domestic Minimum Top-up Tax (DMTT) of 15% on the profits of Bahraini constituent entities
of large Multinational Enterprises (MNE) for financial years starting on or after 1 January 2025.
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