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ABC’s half-year profits rise by 20%

ABC announced the Group’s net profit for the half year to June 2005
totalled $61 million. This was an increase of 20% over the comparable
net profit for the same period last year of $51 million from continuing
operations (excluding the profit of $455 million arising from the
disposal of ABC’s subsidiaries International Bank of Asia Limited, Hong
Kong, and Banco Atlantico S.A,, Spain).

Total income came to $155 million (2004: $155 million) following the
successful implementation of the product-based matrix management
structure. A substantial improvement in asset quality resulted in a
write-back of $13 million from loan recoveries, compared to the charge
of $6 million for loan loss provisions in the same period last year.
Operating expenses were kept under control at $93 million, slightly
below last year’s level.

The ABC Group’s total assets amounted to $15.3 billion (2004 year end:
$14.9 billion). Liquidity remains strong, with the liquid assets to
deposits ratio at 73% (2004: 79%). The loans to deposits ratio remained
steady at 56% (2004: 56%). The Group continues to maintain a strong

capital base as evidenced by the risk
asset ratio of 23.0% at June 2005,
compared with the ratio of 25.3% at
the year end 2004, calculated in
accordance with the requirements of
the Bahrain Monetary Agency.

Mr. Ghazi M. Abdul-Jawad, President &
Chief Executive said, “ABC's improved
net profit from continuing operations
visibly reveals the achievements of
the group’s renewed focus on the
Arab region and its trade flows. Our
new matrix structure is building on
the strengths of our core wholesale activities in Trade finance, Treasury
operations, Islamic financial services and Project finance, providing
additional income streams, driving ABC to achieve its stated objectives
in the future. Retail banking activities in our niche markets continue to
enhance our earnings stream.”

Mr. Ghazi M. Abdul-Jawad
President & Chief Executive

ABC Islamic Bank (E.C.) closes US$100 million Al Musharaka
Sukuk for The Investment Dar Company (K.S.C.)

ABC Islamic Bank (E.C) is pleased to announce that the signing
ceremony for the Investment Dar Company (K.S.C.) Al Musharaka
Sukuk was held on October 2nd at the Gulf Convention Centre, Gulf
Hotel, Bahrain. The ceremony was attended by senior management of
The Investment Dar Company, Arab Banking Corporation (B.S.C.),
investors Mr. Hussain Al Meeza, Board Member & Executive
Committee Chairman, Amlak Finance; Mr. Mohammed Abdullah,
AGM, Sharjah Islamic Bank; Mr. Abdullah Showaiter, GM, Emirates

Islamic Bank; Mr. Enrico Grino, Qatar National Bank Al Islami and
representatives of other investors in the Sukuk. Representatives from
the Bahrain Monetary Agency and the Ministry of Commerce were
also present.

Sukuk placement received strong support from the market. As a result
of asignificant oversubscription, the Sukuk is to be increased from the
initial US$50 million to US$100 million.

contd.

1 e L ]
d} divaimanl lig

'f_'l:.n;::u..-.,,.a LY o g gl B
E e el W s Lpeda 1
Thie Inkemsbmest Dae Sibok Compamy § I

95 DO e R ki B W

At the TID signing ceremony are, from left: Abdulrahman Al Dawood (TID), John McWall (ABC), Yousef Malallah (TID), Naveed Khan (MD, ABC
Islamic), Adnan Al Musallam (Chairman, TID) and Duncan Smith (ABC).




ABC Islamic Bank (E.C.) closes US$100...

At the signing ceremony, Mr. Adnan Al Musallam, Chairman and
Managing Director of The Investment Dar Company commented on
the outstanding performance of the Company and thanked the
investors for their support and the teams of both organizations who
worked on this financing. Mr. Naveed Khan, Managing Director of ABC
Islamic Bank (E.C.) commented, “This marks the culmination of a very
successful transaction and is the result of some serious effort put in by
everyone over the summer.” He further added, “Investor appetite was
twice what was anticipated. The measure of success can also be
gauged by the breadth and geographic spread of the investors in the
Sukuk. This is a debut issue for The Investment Dar and it speaks
volumes for the company and the quality of its management. The
ceremony is our way of saying thank you to the company for
entrusting us with this task, and to all the investors for making this a
landmark transaction.”

The Investment Dar Company (TID) is a Kuwaiti Islamic investment and
finance company established in 1994. TID provides a range of Islamic
services, including consumer finance, investment services, brokerage
and trading, real estate and fund management. TID has a diversified
portfolio of products and services with real estate and vehicle
financing as the dominant segment of its operations, and is listed on

the Kuwait Stock Exchange. For the financial year ended 31 December
2004, TID's net profit stood at KD26.8 million, a more than two-fold
increase over the previous financial year, whilst total assets and equity
were KD335.9 million and KD113.2 million, respectively. Furthermore
the profit for the first half of 2005 was KD35.5 million, proving a
continuation of the performance.

ABC was presented with two awards on the sidelines of the recently concluded
IMF meetings in Washington. The first award was for the ‘Best Project Finance
Loan’ from Emerging Markets magazine as part of its ‘Best deals in the Middle
East’ awards. ABC won for its role as one of the mandated lead arrangers of the
$5.23 billion Qatargas Il deal. The award was accepted on behalf of ABC by
Mr.Ghazi Abdul-Jawad, President and Chief Executive.

ABC also won the award for ‘Best Foreign Exchange Bank in Bahrain’ from Global
Finance magazine in the World's Best Foreign Exchange Banks Awards 2005.
Mr.Essam El Wakil, Group Treasurer, accepted the award on behalf of ABC.

Fitch upgrade Arab Banking Corporation (B.S.C.) Ratings

Fitch Ratings, the international rating agency, has upgraded Arab
Banking Corporations ("ABC") Long-term rating to BBB from BBB-(BBB
minus) and changed its Support rating to 2 from 3. The rating Outlook
remains Stable. Its Short-term F3 and Individual C ratings have been
affirmed. The upgrade reflects ABC's significantly strengthened
balance sheet following the sale of two major subsidiaries. It also takes
into account an improved risk profile resulting from investment in a
highly rated securities portfolio, a reduction in non-Arab emerging
market exposures and a strategic refocus on the Arab world.

The sale of Banco Atlantico in Spain and International Bank of Asia in

MOODY'S UPGRADES THE
DEPOSIT RATINGS OF ARAB

BANKING CORPORATION (B.S.C))

Moody's Investors Service has upgraded the deposit ratings of
Arab Banking Corporation B.S.C. (ABC) to Baa2/Prime-2 from
Baa3/Prime-3, to reflect an improvement in the bank’s overall
risk profile. The outlooks on the Baa2/Prime-2 deposit ratings
and on the D+ financial strength rating (FSR) are both stable.

Moody's states that over the past two years there has been a
material improvement in the bank’s liquidity and credit risk
profiles and in its capital ratios. These developments have
positioned ABC more solidly within the D+ FSR category,
translating into a higher deposit rating.

Hong Kong at the beginning of 2004 marked a major change for the
group, as the two subsidiaries represented more than half the
groups assets and a large part of its profits. The sales generated a net
capital gain of US$470 million in 2004 and the sales proceeds were
invested in highly-rated securities, thereby improving the groups
liquidity and asset quality. Despite a special cash dividend of
US$226m in October 2004, the group’s Tier 1 and total capital ratios
significantly improved (22.2% and 23.4% respectively at end-March
2005), benefiting from retained earnings and the substantial
reduction in risk-weighted assets, while the group’s loan loss reserve
coverage also strengthened.

ABC’S SHARES TRADED ON

BAHRAIN STOCK EXCHANGE

Report on ABC'’s traded shares
(last bid and last offer in US dollars)
at closing time

Date Last bid | Last offer
14 JULY 2005 10.50 11.49
28 JULY 2005 10.50 11.49
15 Aug 2005 10.13 11.20
31 Aug 2005 10.35 11.20
15 SEP 2005 10.50 11.20
29 SEP 2005 10.75 11.10
10 OCT 2005 | 10.52 11.00
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