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Arab Banking Corporation reports net profit of
US$579 million for 2004

Arab Banking Corporation (B.S.C.), the parent company of the Arab
banking group headquartered in Bahrain, announced that the Group’s
net profit for 2004 totaled US$579 million, which includes the profit of
US$470 million realised from the disposal of ABC’s subsidiaries Banco
Atlantico, S.A,, Spain and International Bank of Asia Limited, Hong Kong.
The net profit for the same period last year amounted to US$120
million, including US$49 million contributed by the above-mentioned
subsidiaries.

ABC’s earnings stream remains strong. Net profit from continuing
operations (excluding the impact of Banco Atlantico, S.A. and
International Bank of Asia Limited) amounted to US$109 million (2003:
US$71 million). Net interest income amounted to US$152 million (2003:
US$158 million) resulting from the restructuring of the Group’s assets
and the sale of its Brady bonds portfolio which, although depriving the
Group of high yielding assets, substantially improved credit quality.
Non-interest income totaled US$153 million compared with US$259
million in 2003 which, as an IAS 39 adjustment, had included an income
of US$140 million derived from revaluations of the Group’s loans
forming part of ABC's Brady bonds portfolio carried at fair value.
Operating expenses were reduced to US$199 million (2003: US$214
million) by reductions in staff-related costs as a result of rationalisation
to bring about operating efficiencies. Premises, equipment and other
operating expenses were also kept under control. The continuing
review of the credit portfolio resulted in a net writeback of US$10
million (2003: US$74 million provision).

ABC Group’s total assets amounted to US$14.9 billion (2003 year end:
US$30.1 billion), the reduction being due to the disposal of
International Bank of Asia Limited and Banco Atlantico, S.A. Liquidity
has strengthened substantially, boosted by the sale proceeds, with the
liquid assets to deposits ratio rising to 79% (2003: 51%). The loans to
deposits ratio improved to 56% (2003: 64%). The Group continues to
maintain a strong capital base, as evidenced by the risk asset ratio of
25.3% at year end 2004 (2003: 15.1%), calculated in accordance with the
requirements of the Bahrain Monetary Agency.

ABC's shareholders were paid a dividend of US$66 million in April 2004
for the financial year 2003. Following the sale of the investments in
Banco Atlantico, S.A. and International Bank of Asia Limited, an interim
dividend of US$300 million was paid in October 2004 (US$226 millionin
cash and US$74 million by the distribution of the shares issued out of
ABC'’s treasury stock held by the bank). Total dividend payout in 2004
thus equaled US$366 million or 36.6% of the paid-up capital which

ABC’S SHARES TRADED ON

BAHRAIN STOCK EXCHANGE

equates to a return of 25% on the average market price of ABC's shares
in 2004. The balance of the gain from the sale of Banco Atlantico, S.A.
and International Bank of Asia Limited has been retained, resulting in an
increase in ABC's consolidated equity of US$267 million, inclusive of the
Group's net profit for the year arising from its continuing operations.
The directors have recommended a final dividend of 5% for the
financial year 2004 for approval at the Annual General Meeting.

Over the course of the year, ABC introduced a new product-based
matrix management structure under which responsibility for all
business activities will lie with product groups, newly set up at the
Group’s two strategic hubs, Bahrain and London. These new product
groups concentrate exclusively on the six key areas identified within the
Group as its focus for future development — Treasury, Trade Finance,
Project & Structured Finance, Retail Banking & SMEs (Small and
Medium-sized Enterprises), Islamic Banking and Syndications.

Matrix management has already begun to have an impact on the
turnover and profitability of the new streamlined Group. The product-
based teams, no longer constrained by geographical territories but
nevertheless aided by a new team of dedicated country marketing and
relationship managers, have already begun to expand their customer
base and identify new Arab world-related business opportunities, both
in Europe and the Arab world.

In the coming years the Group plans to expand cautiously in both its
retail and wholesale banking franchises. In the retail banking area this
growth will be achieved via new ventures, acquisitions and organic
expansion in the Arab world. The Group has been awarded a banking
license in Irag and intends to set up operations there during 2005 and
also intends to apply to open a branch in Libya. In the wholesale
banking units, expansion will come through the continued broadening
of ABC's range of high quality products, aimed at the financing of the
region’s ebullient infrastructure development, servicing the ever-
increasing demand for Shari'a-compliant facilities, intermediating in the
expanding Arab/international trade flows and satisfying the continuing
demand for treasury and fund management products geared to the
needs of the region and those who do business with it.

This expansion will not, however, be at the cost of asset quality. The Group’s
determination to move towards an increasingly conservative risk profile
has recently found expression through the new Board Risk Committee’s
explicit enunciation of the Group’s risk appetite, as well as through the
adoption and implementation of the latest risk management systems.
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Report on ABC's traded shares
(last bid and last offer in US dollars)
at closing time
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Resolutions of the Ordinary Annual General Meeting
Bahrain, 23rd March 2005

Board of Directors

The Shareholders of Arab Banking Corporation (B.S.C.) convened
their twenty-fourth ordinary Annual General Meeting on Wednesday,
23rd March 2005, at ABC headquarters, Diplomatic Area, Kingdom
of Bahrain. The meeting was attended in person or by proxy, by
shareholders representing 90.95% of ABC's share capital. Present at
the meeting as observers, were representatives of the Ministry of
Commerce, Bahrain Monetary Agency and Bahrain Stock Exchange,
in addition to ABC'’s Share Registrar and ABC'’s external advisor on
Bahraini Law. The meeting, after due deliberation, adopted the
following resolutions and actions.

1. The General Meeting reviewed the Report of the Board of Directors
about the activities of the corporation for the financial year ended
31/12/2004 and took note of its contents.

2. The General Meeting heard the auditor’s reports (M/s. Ernst &
Young) for the financial year ended 31/12/2004 and took note
of its contents.

AGM attendees

3. The General Meeting approved the Consolidated Balance Sheet
and the profit and loss account for the financial year ended
31/12/2004.

4. The General Meeting resolved to approve the recommendation
of the Board of Directors to distribute dividends in cash to the
Shareholders for the financial year ended 31/12/2004 at a rate
of 5% per share.

5. The General Meeting resolved to discharge the Directors from
any liability arising from their actions during the financial year
ended 31/12/2004.

6. The General Meeting resolved to fix a total amount of
US$ 950,000 as annual remuneration for the members of the
Board of Directors for the financial year ended 31/12/2004.

7. The General Meeting resolved to reappoint M/s Ernst & Young
as auditors for ABC's accounts for the year ending 31/12/2005
and to authorize the Board of directors to fix their remuneration.

Board Resolution of Arab Banking

Corporation (B.S.C.) on dividends

Arab Banking Corporation (B.S.C.) Board of Directors meeting on
February 23rd 2005 recommended a final dividend for 2004 of 5%
per share, on each of the company’s outstanding shares at the
Annual General Meeting on 23rd March 2005 following Annual
General Meeting approval of the dividend to the Company’s
Shareholders. Such payment should be made after 2nd May 2005.



