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theincome

of the Group
fromits regular
operations during
theyear2007is
considered the
most outstanding

From right is Mr Ghazi Abdul-Jawad, P&CE, Mohamed Layas, Chairman,
Mr Hilal Al-Mutairi, Deputy Chairman and Mr Hassan Juma, Board member

The Shareholders of Arab Banking
Corporation (B.S.C} (ABC) convened the
Ordinary Annual General Meetingat 12
noon on Tuesday, 25th March 2008 at
ABC headquartersin the Kingdom of
Bahrain.

Onbehalf of the Board of
Directors, the Chairmanwelcomed
the Shareholders, the representatives
of official authorities and the other
attendees, and thanked them all for
attending the meeting. The necessary
quorum for convening the meeting
was ascertained by the presence in
person or by proxy of shareholders
representing (87.7%) of ABC share
capital. The General Meeting then
commenced deliberation onissues
included in the agenda. Upon due
deliberation the following resolutions
and actions were adopted:
1.The General Meeting made note that
it has reviewed the report of the Board
of Directors on the activities of ABC
Group during the financial year ended
31.12.2007 and took cognizance of its
contents.
2.The General Meeting heard the report
submitted by the Auditors (M/s Ernst &
Young] for ABC Group’s activities during
the financialyear ended 31.12.2007 and
took cognizance of its contents. The
Auditors confirmed in theirreply toa
question raised by a shareholder that
the financial statements presented to
the Meeting reflect a fair picture of ABC
Group accountsincluding sufficiency of
provisions allocated by the Group.
3.The Chairman explained that though

inthe history of the
Group as reflected
by the analysis of the
financial statements,
the decrease in the net profits of the
Group to US$125 millionin 2007
compared to US$202 millionin 2006
is entirely attributed to the provisions
allocated by the Group totaling
US$230 million to cover contingent
lossesinthe securities portfolio.
Despite the traditional conservative
approach adopted by the Groupin the
management of such investments
by concentrating the vast majority of
such investments in strong high rated
investments securities, the severe
shortage in liquidity in global capital
markets had its inevitable impact
on the performance of the Group’s
securities portfolio which suffered a
fallin its marketvalue, a matter that
necessitated the partial write-off of
the value of these investments which
led accordingly to a negative impact
on the operations income and the net
profits recorded by the Group during
2007. Upon close of discussion the
General Meeting approved the
financialaccounts and the Profit
and Loss Account for the financial
yearended 31st December 2007.
4.Uponreviewing the
recommendations made by the
Board of Directors requesting no
cash distributions to be made to
shareholders for the year ended
31st December 2007, and following
discussion over the possibility of making
limited cash distribution to compensate
forthe Bank's share market losses
during the last period, the General

Meeting approved the recommendation
of the Board not to make cash
distributions to shareholders for the
saidyearinordertosupportthe Bank's
financial resources by the amount of
net profits recorded for the year, as the
Bank s currently preparing to support
its financial base.

5. The General Meeting resolved to
exonerate the members of the Board
of Directors from liability for their acts
during the year ended 31st December
2007.

6.The General Meeting took note of
the recommendation of the Board of
Directors to setaside a totalamount
of US$970,000 as remuneration

for the Board of Directors for the
financialyearended 31.12.2007,an
amount equivalent to that set aside to
remunerate the Directors for each of
the last twoyears. The resolution was
adopted upon the recommendation
being studied by ABC’s Corporate
Governance Committee, despite the
increasing workload of the Directors
during the last period in view of the
large number of the Board Committees
and the numerous meetings held by
them in compliance with corporate
governance rules. The General Meeting,
upon deliberation, resolved to set
aside a totalamount of US$970,000 as
total remuneration for the Directors
for the year ended on 31.12.2007 upon
approval of the Ministry of Industry
and Commerce as to such distribution.
Shareholder Ebrahim Salahuddin
recorded his dissent to the resolution
representing 62,740 shares being his
shareholdingin the corporation.
7.The General Meeting resolved to
reappoint M/s Ernst and Young to audit
ABC’s account for the financial year
ending 31.12.2008, and delegated

the Board of Directors to specify their
remuneration, upon noting the no
objection given by the Central Bank of
Bahrain as to such appointment.



Arab Banking Corporation posts $125million net profit for 2007

Arab Banking Corporation
announced the Group’s net profit for
the yearto 31 December 2007 of
$125 million, compared with the net
profit of $202 million for 2006. This
significant change was entirely due
to the net provision of $230 million
resulting from securities’ write-downs
that the Group was obliged to take in
the wake of the global credit squeeze
that followed the US sub-prime housing
loan crisisin July that has worsenedin
the fourth quarter, cushioned by credit
write-backs and recoveries on impaired
loans.

ABC experienced an extremely
good year as totalincome climbed to
$691 million (2006: $484 million). Net
interestincome at $298 million was
$49 million or 19 per cent higher
than the same period last year,
mainly because of increased lending
activities. Non-interestincome - fees,
commissions and trading income
~totalled $393 million, up $158 million
or 67 per cent from last year, boosted
partly by an exceptional gainin July of
$94 million from the highly successful
initial public offeringin July of its
Brazilian subsidiary, Banco ABC Brasil
S.A.-whereby ABC diluted its holdings
from 84%t056% - and increased
revenues fromthe growthinall ABC’s
core activities. The core product groups
- treasury, trade finance, project
& structured finance, Islamic financial
services, retail banking and investment
banking each contributed positive
results. Islamic Financial Services
continued to expand its product base
and its regional franchise, rapidly
establishing itself as a dominant player
inthe market place. The Investment
Banking Division, which commenced
operations only in late 2006, made an
impressive start by winning mandates,
focusing initially on acquisition finance
and contributing to the overall revenue
stream of the Group.

ABC's retail units based in the
Middle Eastand North Africa region
meanwhile maintained their pace
of expansion, particularly in Algeria,
Jordan and Egypt, adding to the branch
network and the range of tech-enabled

service aswell as personal loans

and savings products. Operating
expenses increased to $275 million,
$13 millionor5 per centup from last
year. Thisis attributable to the effects
of the current weakness of the US
dollar onthe Group’s foreign currency
denominated expenses, aswell as the
costs of additional staff hired to develop
its growing business lines, and cost of
livingincreases. ABC’s expense ratio,
the comparison between totalincome
and expenses, improved to 40 per cent
over the period, down from 54 per cent
for lastyear.

As aresult of this significant
increase in revenues and the modest
rise in operating expenses, ABC’s
operating profit reached a record
$416 million, anincrease of
$194 million or 87 per cent over 2006.

Consolidated total assets reached
$32.7 billion at the year end, up
$10.3 billion or 46 per cent over 2006.
ABC’s securities’ portfolio grewto
$13.6 billion, anincrease of
$5.1 billion or 59 per cent, and mainly
comprised highly liquid investment
grade securities. Loans and advances
increased to $12.3 billion, up
$3.7 billion or 43 per cent as the lending
portfolio continued to grow to meet
customer demand. ABC’s liquidity
remains strong, with the liquid assets
to deposits ratio at 72 per cent (2006:
74 per cent). The loans to deposits ratio
was reduced marginally to 46 per cent
(2006: 49 per cent) as total deposits
increased to $26.9 billion, anincrease
of $9.2 billion or 52 per cent.

Shareholders’ equity at the year
Report on ABC's Shares traded on

Bahrain Stock Exchange (last bid and last
offer in US dollars) at closing time:

Date Bid/cLhli

27 Jan 2008

end stood at $1,867 million, compared
with $2,068 million in December

2006, incorporating the net effect of

the dividend of $100 million paid to
shareholdersinthe second quarterand
fairvalue adjustments of $241 million
linked to the widening of credit spreads
onthe securities’ portfolio arising from
recent events oninternational markets,
enhanced by the currentyear’s
earnings. ABC’s Board of Directors

has resolved not to recommend any
dividend for the year ended

31 December2007. The Group
continues to maintain a strong risk
assetratio, at 15.3 per cent

(2006: 17.0 per cent).

ABC's funding efforts during 2007
were particularly successful, raising
$500 million under a subordinated
loan facility in April - its first ever
subordinatedissue - and a further
$1 billion undera syndicated 5year
term loan facility in June, immediately
prior to the emergence of the sub-prime
crisis, both priced at rates reflectingan
international credit rating of A.

Mr. Ghazi M. Abdul-Jawad, President
& Chief Executive said, “Whilst adverse
market conditions over the second half
of theyearimpacted ourannual result,
ABC's core business activities continued
todemonstrate strong growth,
benefiting from the sustained increase
inoil prices thatis fuelling regional
developmentand economic growth.
The continued expansion of ABC’s
core regional business activities fully
supports our strategic vision - to focus
on core businesses whilst continuing
to diversify our earnings’ stream.”
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