Al Mosahim

Arab Banking Corporation Shareholders’ Newsletter (issued by Shareholders’ Unit). Issue No. 38/2006
P.O. Box 5698, Manama, Kingdom of Bahrain, TeI (973) 17543222/ 17543000, Fax: 17531311

E-mail: abdulrasool.jawahery@arabbanking.com Internet: http://www.arabbanking.com
FABC 174

Arab Banking Corporation
of US $151 million - a se

Arab Banking Corporation (B.S.C.) announced that the Group’s net
profit reached US$151 million for the year to September 2006. This
was an increase of 54% over the net profit of US$98 million for the
same period last year.

Total income surged to US$339 million (2005: US$250 million).
Interest income at US$186 million was 34% higher than US$139
million recorded in the same period last year benefiting from the
higher interest rates and the gradual build up in lending activities.
Non interest income at US$153 million also registered a healthy
growth of 38% over the US$111 million recorded for the
corresponding period of last year as a result of higher earnings
emanating from trade finance, securities and other treasury
activities, and the disposal of certain fixed assets (US$8 million).
Writebacks of loan loss provisions and recoveries, partly offset by
provisions for fixed asset impairment, totalled US$25 million,
compared with the net writebacks of US$12 million in the same
period last year.

Operating expenses increased to US$189 million (2005: US$145
million) attributable mainly to a rise in staff costs from cost of living
increases, higher accruals attributable to variable compensation
schemes from increased earnings and additional staff hired to
develop the Group’s growing business lines.

ABC Group's total assets amounted to US$22.0 billion (2005 year
end: US$17.6 billion). Liquidity remains strong, with the liquid
assets to deposits ratio at 74% (2005: 75%). The loans to deposits
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ratio decreased marginally to 49% (2005: 51%). The Group
continues to maintain a strong capital base as evidenced by the risk
asset ratio of 16.8% at September 2006 (December 2005: 21.0%).

Union National Bank US$450 million 5-Year Syndicated Term Loan Facility

Arab Banking Corporation (B.S.C.), The Bank of Tokyo-Mitsubishi
UFJ, Ltd., Citigroup, Commerzbank AG, ING Wholesale Banking,
and Raiffeisen Zentralbank Osterreich Aktiengesellschaft
(together the “Underwriters” and the “Initial Mandated Lead
Arrangers”) are pleased to announce that they have launched
the general phase of the syndication for the US$450 million, five-
year Syndicated Term Loan Facility on behalf of Union National
Bank (the “Borrower”).

Borrower Description

UNB is a public joint stock company incorporated under the laws
of the United Arab Emirates (the UAE). UNB is headquartered in
Abu Dhabi and operates as a commercial bank with a network of
44 branches, all of which are located in the UAE.

UNB is the seventh largest national and commercial bank in the
UAE in terms of shareholders equity and the sixth largest in
terms of total assets, not including foreign banks and Islamic
institutions as of 31st December, 2005. UNB'’s core business is
focused on Corporate Banking, Retail Banking and Treasury.

Union National Bank’s long-term ratings are A1 by Moody's / A-
by Fitch and A+ by Capital Intelligence.

The major shareholders of UNB are the Government of Abu
Dhabi (40 per cent), Abu Dhabi Investment Authority (10 per
cent) and the Government of Dubai (10 per cent). The remaining
40 per cent of the shares are held by the general public and are
publicly traded. UNB is the only bank in the UAE in which the
governments of both Abu Dhabi and Dubai have significant
shareholdings.

UNB’s total assets as of 30th June 2006 were approximately
US$9.2 billion. UNB’s shareholders equity was approximately
US$1.5 billion as of 30th June 2006.

For the year ended 31st December, 2005, UNB’s return on
average equity was nearly 31 per cent and its return on average
assets was nearly 3.9 per cent and its Tier 1 capital adequacy ratio
was 24.3 per cent, as against a minimum requirement of 10 per
cent by the Central Bank.
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From left: Dr Ali Al-Zumai; Chairman & Managing Director — Aref Investment Group S.AK.; Mr. Abdulmagid Breish, Chairman — ABC Islamic Bank (E.C.), and Mr. Emad Abdullah Yousef

Al-Thageb, Vice Chairman — Aref Investment Group S.AK.

ABC Islamic Bank (E.C.) and Standard Chartered Bank (the
“Arrangers”) are pleased to announce the successful close of the
syndication for a 3 year revolving Murabaha financing facility for
AREF Investment Group S.AK. (“AREF”) (“Facility”).

General syndication received strong support from the regional
and international syndication market and the Facility was over-
subscribed by more than 100%. The Facility amount was
increased from the initial US$100 million to US$200 million. The
27 bank syndicate comprises banks from Europe, the Far East
and the Middle East.

The signing ceremony for the Facility was held today at the
Intercontinental Regency Hotel, Bahrain and was attended by
senior representatives of AREF Investment Group S.AK. ABC
Islamic Bank (E.C.), Standard Chartered Bank and the
participating banks. At the signing, the Chairman of AREF
Investment Group, Dr Ali Al-Zumai highlighted its future
business strategy and thanked the participants for their support.

Mr. Abdulmagid Breish, Chairman of ABC Islamic Bank (E.C.),
commented, “ABC Islamic Bank and Standard Chartered Bank
are delighted to have been given the opportunity to arrange
this financing and are extremely pleased to have such a
prestigious group of banks alongside us. AREF has been a much-
valued client of the ABC Group for many years and the arranging
of this facility builds further on that excellent relationship.”

Mr. Afag Khan, Chief Executive for Standard Chartered Islamic
Banking also congratulated AREF on the successful completion
of the transaction and on behalf of the MLA’s thanked all the
participating banks who joined the syndicate. He also stated
that the success of the transaction demonstrated the growing
importance of Islamic finance.

Company Description

AREF Investment Group S.AK. is a Kuwaiti closed shareholding
company. It was established in 1975 and is listed on the Kuwait
Stock Exchange with a paid up capital of KWD43.86 million.
AREF enjoys strong principal shareholding which includes

Kuwait Finance House (52%), Public Institution for Social
Security (13%) and the remaining equity is held by the general
public (35%).

AREF is a finance and investment company regulated by the
Central Bank of Kuwait, Kuwait Stock Exchange and the Ministry
of Commerce. It performs its activities in accordance with
Islamic Shari'a principles and holds a significant position
amongst the leading regional investment institutions. It
maintains a successful track record, offering a wide range of
products and services during the past 30 years.

For the year ended December 31, 2005, AREF reported a strong
financial performance with net income of KWD33.9 million, a
112% improvement over previous year and total assets at
KWD165 million (+18%). Shareholders equity grew 43.5% at
KWD83.5million, and retained earnings increased 129% to
KWD36.17 million. Leverage stood at 0.98x in 2005 down from
1.4x in 2004. As per the latest interim June 30, 2006 financials,
the Company maintained its positive momentum with a 27%
growth in netincome at KWD1.71 million, a 26% growth in total
assets at KWD208 million and a 2.6% increase in shareholders
equity to KWD85.6 million.

ABC’S SHARES TRADED ON
BAHRAIN STOCK EXCHANGE

Date Last bid Last offer
01 October 2006 121 122
30 October 2006 1.25 1.25
23 November 2006 1.25 1.27
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