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Vision
ABC's vision is to be the premier and most innovative
international Arab financial group.

The ABC Group's mission is to:
Consistently generate increasing value for its shareholders.

Specialise in Arab-related activities across the world.

Invest in international financial institutions that diversify
and enhance shareholders' value.

Attract and retain high quality employees by
providing rewarding careers.
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Capitalisation, Shareholders & Board of Directors

Board of Directors
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Director
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Director
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Director
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Director

Capitalisation

(US$ million)

1,500

Authorised
Subscribed

and fully

paid-up

1,000

Principal Shareholders

Registered address

Ministry of Finance (Kuwait)

Arab Banking Corporation Group

Central Bank of Libya (Libya)

ABC Tower, Diplomatic Area

Abu Dhabi Investment Authority (Abu Dhabi)
Individual and Institutional Investors

P.O. Box 5698, Manama, Bahrain
Publicly quoted company listed on Bahrain, Kuwait
and Paris Stock Exchanges.
(Commercial Registration Number 10299)
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Financial highlights

1997

1996

Net IncomeafterTax

1995

US$million

Earnings (US$ million)
Net income after Tax

145

Net Interest Revenue
Other Income Expenses
Financial Position
Total Assets

129

116

423

402

386

327

257

289

23,582

22,988

21,265

12,057

11,323

555

511

10,668
578

""

145

(US$ million)

Loans
Trading Securities
Investment Securities

2,176

2, III

1,266

Shareholders' Equity

1,721

1,657

1,540

8.8

8.4

8.2

0.61

0.56

0.55

1993 1994 1995 1996 1997

Ratios (%)
Profitability
Return on Shareholders' Equity
Return on Assets

Capital
Risk Asset Ratio

13.8%

12.1%

12.1%

Shareholders' Equity as % of Total Assets

7.30

7.21

7.24

7

7

7

Asset Quality
Loans as % of Total Assets

51.1

49.3

50.2

Securities as % of Total Assets

11.6

11.4

8.7

43.4%

44.4%

43.7%

Loans as a multiple of Equity (times)

Liquidity
Liquid Assets Ratio
Deposits' to Loans Cover (times)

.

2

2

2

Includes Term Finance
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Directors' statement

Assets Breakdown
percent

Arab Banking Corporation (ABC)

Group's 1997 results surpassed the achieve-

ments of 1996 in most of its endeavours.
ABC's financial results for 1997 reflect the success of our continuing

efforts to improve

asset quality, control costs and enhance productivity. The economic difficulties experienced
in the latter part of the year in the Far East, added to an ever more competitive
environment,

operating

and the costs associated with compliance with increasingly stringent external

regulatory requirements

make this achievement

all the more satisfactory.

In 1997 total Group assets increased by 2.6 per cent over 1996to US$ 23,582 million,

..
.

..

[J

while net profit rose by 12.4 per cent to US$ 145 million. The Bank maintained
Loans

liquidity position with liquid assets of US$ 10,242 million, supported

51.1%

diversified

Placements 30.5%

funding base. At the end of 1997, after allocating

its strong

by a growing and

US$ 60 million for the

Marketable securities 11.6%

dividend, shareholders'

Liquid funds 1.3%

in 1996. The Group's consolidated risk asset ratio increased to 13.8 per cent compared with

Interest receivable 1.3%

funds stood at US$ 1,721 million compared with US$ 1,657 million

12.1 per cent in 1996. Most of the business units of the Group generated

better than

Others 4.2%
expected results during 1997, and positive market perception
to raise a total of US$ 339 million on international

of our Group has enabled us

capital markets during the year.

Within the Group's diversified structure, we continue to focus on products and regions
in which we have a distinct competitive
deserved reputation
financings,

for its expertise in arranging a wide range of trade and project-related

especially

demonstrated

contribution

concentrating

their expertise

their capabilities,

advantage. In particular, ABC has earned a well-

on the Arab

world.

Units

in this area further strengthened

while other units made substantial

that

had previously

their position and refined

progress in developing

their own

to this type of business.

ABC Bahrain business unit continues
infrastructure

to be involved

in major oil, gas and other

projects in the region. ABC's Milan branch enhanced its prominent

in assisting European contractors

involved in high-profile

position

projects in the Arab world and

China. ABC's New York branch further expanded its Latin American trade finance portfolio
during 1997. ABC's Tunis branch continued

to be active in providing trade and general

finance to support Tunisia's economic development,
number of syndicated

international

its activities in the markets for project-related

engineering and construction

ABCIB London branch also participated
ABCIB's Paris branch
guaranteed

continued

transactions

ABC's Spanish-based

as an arranger in a

loans. During 1997 the London branch of ABC International

pic (ABCIB) strengthened
Shareholders' Funds
US$million

and participated

in support

Bank

finance for major

contracts, and ECGD guaranteed trade finance.

in a number of syndicated loans to the Arab world.

its active involvement

in the market

for COFACE

of both exports to and projects in the Arab world.

subsidiary, Banco Atlantico, opened four new retail branches and two

corporate units in Spain. Its Portuguese representative
branch status, and new representative

office in Lisbon was upgraded to full

offices were established

in Poland, India and the

Philippines, continuing its policy of expansion in strategically important

regions.

During 1997, agreement was reached with the Roberto Marinho Group, ABC's 50%
Brazilian
/993
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partners

shareholding

in Banco ABC-Roma

of the bank. After

obtaining

S.A. that

ABC would

the necessary

acquire

government

the entire

and regulatory

approvals, this acquisition was completed shortly after the year end. Banco ABC-Roma S.A.
subsequently
completed

has changed

its name to Banco ABC-Brasil

the legal formalities to enable us to incorporate

which will commence

S.A. Also during

1997 Group Highlights
US$million

1997, we

a commercial bank in Algeria,

operations during 1998. This is the first commercial banking licence

issued by the Algerian authorities to foreign banking institutions. Arab Banking Corporation
- Algeria will be 70% owned by ABC, and the remainder
International

Finance Corporation,

Washington

of the equity will be held by

D.C., The Arab Investment

Company,

Saudi Arabia and local Algerian shareholders.
As with most institutions
difficulties experienced

with exposures

in Asia, ABC was also affected by the

by the Asian economies during the second half of 1997. Our 55%

owned subsidiary in Hong Kong, the International
to an unsubstantiated
to the wholehearted

Bank of Asia Ltd. (IBA) , was subjected

crisis of public confidence. This was speedily resolved largely due
support demonstrated

by the Hong Kong Monetary Authority and the

Bahrain Monetary Agency. Both of these regulatory authorities
emphasising

the strong underlying

confidence

expressed

Additionally,

financial fundamentals

by the regulators,

IBA has reviewed

of the bank. Vindicating

IBA has reported

its capital structure

issued public statements

record

profits

the

for 1997.

and business mix to reduce

the

likelihood that a similar event will recur. Despite the adverse impact of the Asian currency
and economic

crisis, ABC Singapore

was able to maintain

its business

volumes

by

concentrating

its efforts on the Singapore and Malaysian markets as well as continuing the

development

of its business goals in China. ABC Singapore's trade finance activities grew

substantially

during the year.

In 1996 the Board of Directors appointed management
conduct a comprehensive

review of ABC Group's strategy. This review was completed

1997, and has provided ABC Group with a blueprint
niche markets. A new organisational
ever changing

and increasingly

structure,

competitive

from the vision and mission statements

of this vision, ABC's mission statement

innovative

in international

and high quality

in

to develop a renewed focus on key

better suited to facing the challenges of

international

markets, has been developed

adopted by the Board of Directors. ABC's vision

is to be the premier and most innovative international

to specialisation

consultants Arthur Andersen to

Arab financial group. In pursuance

focuses on and re-emphasises

its commitment

financial activities related to the Arab world, delivering

financial

services to its customers.

embraces the changes needed in order to respond to competition

ABC wholeheartedly

and market forces, and to

deliver nothing less than a superlative service to its customers.
The organisational

structure

of ABC Group was consequently

changed at the end of

1997 to reflect the emphasis on the core strengths of the Group. The previous structure
based on geographical regions has been replaced by a functional structure divided between
ABC's core banking business and its international

investments.

headed by the Chief Banking Officer, specialist product
coordinate

the development

In the Banking Group,

managers will be appointed

and delivery of banking products

to

and services to the core

banking business units. This structure will provide ABC with the benefits of both economies
of scale and a specific point of contact within the management
product

offered

to our customers.

The Group

Treasurer

structure

for each major

will be responsible

for the

ArabBankingCorporationGroup
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Directors'

statement

(continued)

supervision of all ABC Group treasury and funding activities, which will be streamlined
during 1998 and 1999. The strategic planning, accounting, financial controls, human
resources, information technology, legal affairs and corporate communications functions
have been consolidated under a new Chief Administrative Officer. The credit process,
economic research, and risk management functions have been grouped together under the
Chief Credit & Risk Officer. The Investment Group will monitor ABC's investments in
retail banks and other financial institutions, reflecting the importance placed on risk
diversification and enhancement of shareholders' value through consistency of earnings.
This reorganisation will also lead to certain realignments of the structure of individual
business units in the ABC Group. ABC's London branch will be folded into ABC
International Bank pic during 1998, and other branches may follow subject to the
successful resolution of legal and regulatory issues. The Islamic banking activities of
ABC Group will be concentrated through ABC Investment and Services Co. (E.C.),
which will be restructured into a wholly Islamic bank in early 1998.
It will take some time for the impact of these changes to be translated into positive
financial results. We are confident that these initiatives, which are the cornerstone of our
corporate strategy, will enable the Group to address the challenges of the future. As a result
of these changes the Group will be better placed to face the vagaries and uncertainties of
global economic activity. ABC will also have a more diversified spread of market and
country risk, and an improved range of products with greater added value. Together, these
will substantially enhance shareholder value in the shortest possible time.
In conclusion, the Board of Directors would like to thank the Bank's management and
staff for their diligence,skill, and loyalty during this difficult year.The Board would also like
to thank monetary authorities and banking authorities worldwide for their support during
1997. As always, we express our special appreciation to the Bahrain Monetary Agency for
their guidance and support. The Board expresses its sincere gratitude for the confidence
shown in the Bank during 1997 by all clients, correspondents and shareholders.

Abdulmohsen

.

Yousef Al-Hunaif

Chairman

Note: In compliance with the Bahrain Monetary Agency Circular Nos. BMA/75 1193 and EDBC/782/93, dated
8 July 1993 and 17 July 1993 respectively, set out below are the interests of Directors and Senior
Managers in the shares of Arab Banking Corporation (B.S.C) for the year ended 31 December 1997.

Directors'

Shares

Senior Managers' Shares
Total
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1/1/97

31/12/97

61,500

61,500

75,979

51,529

137,479

113,029

Financial review

In 1997 the Arab Banking Corporation (ABC) Group's net profit rose by
12.4 per cent to US$ 145 million, while assets increased by 2.6 per cent to
US$ 23,582 million.

ABC Group's consolidated

financial performance

Trends in Loans Portfolio
US$ million

showed solid growth over the results for

1996 in most areas. The 12.4 per cent growth in net profit to US$ 145 million fully covers
the proposed

1997 dividend of US$ 60 million, representing

value of ABC's paid-up
shareholders'

capital. This dividend

6 per cent of the nominal

will be considered

for approval

at the

meeting on 22 March 1998. The remaining US$ 85 million of net profit will

be retained.
Total assets rose to US$ 23,582 million, up 2.6 per cent over the previous year. Loans
and advances ofUS$

..
1993

1994

1995

1996

1997

Short Term

.11I Long Term

12,057 million for 1997 grew by 6.5 per cent over 1996. Marketable

securities were also up by 4.2 per cent from US$ 2,622 million in 1996 to US$ 2,731
million in 1997. At the end of 1997, shareholders'

funds stood at US$ 1,721 million,

compared with US$ 1,657 million in 1996, representing growth of3.9 per cent.

Income Statement
ABC Group's

net interest

income increased

during 1997 by 5.2 per cent to US$ 423

million, compared with US$ 402 million in the year before, while non-interest

income was

up 27.2 per cent to US$ 327 million from US$ 257 million. Total operating income was
US$ 750 million, an increase of 13.8 per cent over the US$ 659 million earned in 1996.
The distribution

of funded to non-funded

income in 1997 was 56:44, compared with

61 :39 in 1996 and the ratio of net interest income to interest expense rose to 40 per cent
in 1997 from 37 per cent in 1996.
Other income totalled US$ 139 million, compared to US$ 58 million in 1996, including
stable fee-generating

activities such as credit card management

addition to dividends received from unconsolidated

and insurance services, in

affiliates, and the profit on the sale of

investments.
Consolidated

expenses

in 1997 fell by 1.2 per cent to US$ 412 million

US$ 417 million in 1996. Consolidated

-

Trends in Deposits
US$million

from

..,
00
..,.
o'

expenses were moderated somewhat by the decline

In 1997, loan loss provisions (less recoveries)

00
<D
00
00

r-00
..,.
00

against the US dollar in a number of the currencies in which ABC incurs expenses.
rose from US$ 32 million in 1996 to

US$ 99 million in 1997. The increase can be attributed

to ABC's prudent policy regarding

both current and potential future loan losses. In response to the difficulties in Asian markets,
it was felt that substantial provisions should be allocated to cover potential losses.
Deductions

from

the operating

profit

of US$ 338

million

in

1997

included

US$ 99 million to cover potential loan losses, US$ 43 million for the minority interests and
US$ 51 million for taxes on operations outside Bahrain. The increase in the deduction for
minority interests is the result of the increased profitability
Atlantico in Spain, and International

of ABC's subsidiaries, Banco

Bank of Asia in Hong Kong.

....
1993

1994

1995

1996

1997

Banks
Customers

ArabBankingCorporationGroup
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Financial

review

Sources and Uses of Funds

Total Assets
US$million
22,988
21,265

(continued)

23,582

Total liquid assets, including marketable

securities, placements

and liquid funds, stood at

US$ 10,242 million, up marginally at 0.3 per cent over the 1996 total of US$ 10,210

18,395 19,517

million. ABC's consolidated

holdings of marketable

securities increased during the year

from US$ 2.6 billion to US$ 2.7 billion, while placements

with banks declined from

US$ 7.4 billion to US$ 7.2 billion. These assets, together with liquid funds of US$ 317
million, represent 43 per cent of total assets, a figure virtually unchanged
Group's assets reached US$ 23,582 million at the end of 1997, compared

from 1996. The
with the 1996

total of US$ 22,988 million, an increase of 2.6 per cent.
1993 1994 1995 1996

1997

ABC Group's overall loan exposure was 6.5 per cent higher in 1997 at US$ 12,057
million. The total loans to deposits ratio was relatively stable at 62 per cent compared with
1996. Short-term
approximately

lending

loans with

a maturity

of less than

one year represented

50 per cent of the portfolio. Business started to accelerate in the Middle

East, the US and Latin America, but tended to be more subdued in Western Europe and the
Far East.
Deposits from customers and central banks continued

to grow slightly in 1997. These

deposits ended the year at US$ 10.5 billion compared with US$ 10.4 billion in 1996. ABC
was able to maintain mobilisation
despite increased competition

of customer

and central bank deposits during the year

between banks.

Deposits from banks and financial institutions rose during the year from US$ 8.4 billion
to US$ 8.9 billion, including

US$ 3.3 billion of financing

from sale and repurchase

agreements.
Term funding (including certificates of deposit) totalled US$ 1,653 million at the end
of 1997, up from US$ 1,487 million at the end of 1996. A positive market perception
enabled ABC Group to raise a total of US$ 339 million on international

capital markets

during the year.

Commitments,
Items

Contingent

Liabilities and Other Off Balance Sheet

At the end of 1997, the Group's consolidated off-balance sheet items stood at US$ 28,146
million as against US$ 40,845 million in 1996. The total risk-weighted asset equivalent of
commitments and contingent liabilities and other off balance sheet items was US$ 3,353
million compared with US$ 4,097 million in the previous year. The total volume of
documentary credits, acceptances and guarantees during the year was US$ 7,224 million,

..

34 per cent of which was related to the Arab world.
The bank currently uses a range of Treasury off balance sheet products for the purposes
of hedging and servicing customer-related requirements as well as for the management of
ABC's own balance sheet.
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Geographical

and Maturity

Distribution

of the Balance

Operating Profits
US$million

Sheet

In 1997 the significance of ABC's operations in Western Europe declined. The percentage

338

of assetsand liabilities located there fell to 43 per cent and 38 per cent respectively, from
47 per cent and 43 per cent in 1996. At the end of 1997, the proportion of assets and
liabilities in Asia was 24 per cent and 18 per cent respectively, compared with 22 per cent
and IS per cent in 1996. Assets and liabilities in the Arab world represented II per cent
and 33 per cent as against II per cent and 31 per cent respectively in the previous year.
North American and Latin American assetsamounted to IS per cent and 5 per cent of the
total respectively. Africa and Eastern Europe accounted chiefly for the remaining 2 per cent
1993

1994

1995

1996

1997

of assets.In 1997, the proportion of liabilities in the Americas, Africa and Eastern Europe
was unchanged at II per cent.
The geographical breakdown of loans and advances in 1997 was as follows: Western
Europe accounted for 37. I per cent of the total, compared with 42.7 per cent in 1996; the
Asian proportion amounted to 29 per cent in 1997, up from 23.9 per cent in the previous
year; the Arab world's share was 11.2 per cent in 1997, up from 9.9 per cent in 1996;
North America and Latin America account for 15.1 per cent and 6 per cent of the total
respectively in 1997 as against 15.5 per cent and 6.5 per cent in 1996; and the balance of
1.6 per cent in 1997 (1.5 per cent in 1996) was attributable mainly to Africa, Eastern
Europe, and other multi-countries.
The short-term nature of ABC Group's overall operations is revealed by analysis of
the maturity profile of assetsand liabilities. At the end of 1997, 61 per cent of assetsand
85 per cent of liabilities were of no more than one year's maturity. Loans maturing in less
than one year amount to 50 per cent of loans and advances.

Classified loans and Provisions
As in 1996, ABC
non-accrual

Group

has continued

status, classification

category are historic

to follow

a conservative

and related provisioning

and only retained

requirements.

on the books until no further

most cases they have 100 per cent cover. In addition,
overall

policy

cover of 50 per cent recommended

ABC Group

by its regulatory

of placing

loans

on

Most credits in this
Breakdown of Earning
Assets by Region
percent

recovery is possible. In
maintains

authorities

the minimum
for LDC

debt

provision.
The events of the last year in the Far East led to a deterioration in assetquality in several
countries in the region, some of which affected ABC. Exposures to the particularly troubled
economies of Korea, Thailand and Indonesia, totalling US$ 677 million or 3% of total
earning assets,were rigorously reviewed and LDC and specific loan lossprovisions increased
according to the perceived additional risk. In South Korea, where the major exposure is
divided between the banks (US$ 99 million)

and the overseas subsidiaries of major

corporates (US$ 89 million), ABC's concerns (in the light of the nature of ABC's exposure)
were not as great as with the other two countries,

given the speed of reaction by the

international community, the clear sense of purpose behind the support by international
banks and the multinational agencies and the reforms which have been commenced by the
newly

elected

healthiest

government.

or government

ABC Group's

guaranteed

inter-bank

commercial

exposure

is exclusively

banks and its corporate

to the

exposure is all

..
..
.

m

Arab world 9.6%
Asia 24.6%
Latin America 5.0%
North

America

15.2%

Western Europe 43.9%
Others 1.7%

ArabBankingCorporationGroup
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review

Non-Deposit Sources of Funds &
Shareholders' Equity
US$million

(continued)

performing

to satisfaction.

None

of the exposures

designated for inclusion in the proposed restructuring
date is thus anticipated

in each case. ABC Group's

remaining

at the end of 1997 is

arrangements

and repayment on due

general loan loss reserves are thus

considered sufficient to cover any likelihood of loss.
The Group's exposure to Thailand at the end of 1997 may be best divided between Thai
banks (US$ 32 million),

finance companies

(US$ 42 million)

and various corporates

(US$ 68 million), all of which is categorised as private sector or quasi-sovereign risk. Against
this exposure ABC Group has provided a total of US$ 34 million, or 24%. More particularly,
the provisions are equal to 38% of the exposures considered to be at risk at this time.
Exposure to Indonesia may similarly be split between the Republic and banks - both
1993

1994

.. ..
o 0

1995 1996

1997

state-owned

and top-tier

million) and corporates
Shareholders'

private sector (US$ 165 million), finance companies
(US$ 149 million). Although

(US$ 33

the Group did not experience

any

equity

Certificate of deposits
Notes & bonds

defaults before the end of 1997, it has, however, prudently
million in a combination

reserved a total of US$ 55

of LDC and specific provisions, equivalent to over 15% coverage.

Given the nature of the exposure to corporates, being either to high-quality names or in the
form of self-liquidating

trade finance facilities, it is considered

generally good provided

that the current

exchange

that the asset quality is

rate instability is corrected

and the

Rupiah's true internal value can be re-established.
Other countries in the Far East to which ABC has statistically

meaningful

exposure

(Singapore, Malaysia, Hong Kong and China) do not present significant concerns to the
Group in view of their trade-related
Loans placed on non-accrual

or prime risk nature.

status at the end of 1997 stood at US$ 748 million as

against US$ 925 million in 1996. A net provision of US$ 99 million was made in 1997,
resulting in an overall value of the Group's loan loss cover of US$ 696 million. This figure
represented

5.5 per cent of all loans and advances.

Shareholders' Funds
ABCshareholders'funds as at 31 December 1997stood at US$ 1,721millioncompared
with US$ 1,657millionat the end of 1996.
Capital Adequacy
The ABC's consolidated

risk asset ratio, calculated

in accordance

with capital adequacy

guidelines established for the global banking industry, stood at 13.8 per cent at the end of
1997, compared

..

minimum

with 12.1 per cent at the end of 1996. This figure is well above the

target recommended

by the Basle Committee

assets that is the expected norm for international
meet the capital adequacy requirements
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of 8 per cent of risk-weighted

banks. All ABC's subsidiaries comfortably

enforced by their respective regulatory authorities.

Review of operations

Banco Atlantico, S.A.
1997 Highlights US$million

Banco Atlantico,

SA

The Spanish economy grew by a healthy 3.2% of GDP during 1997. Both the Spanish and
European

Union economies

are growing strongly and the trend is expected

to continue.

The main reasons for this excellent growth have been Spain's successful achievement
conditions

for European

Monetary

formation and domestic consumption.

Union,

debts and bad debt provision were reduced.
its position: Net profits for 1997 were up by an
excellent 32.0% over 1996. at Pta 6.6 billion or

margins continued

with

greater

moderate

growth during 1997 as doubtful

Despite

this growth, the banks' financial

to narrow. Another trend that carried over from 1996 into 1997 was

the transfer from traditional deposits to off-balance sheet investment

US$ 45.4 million.

gross fixed capital

Price increases continued to slow.

The Spanish banking sector experienced
The bank continued to expand and consolidate

together

of the

funds.

Against this background, Banco Atlantico Group's total assets increased by 2.8% to Pta
1,178 billion (US$ 7,764 million). The loan portfolio rose by 11.7% to Pta 586.4 billion
(US$ 3,866 million),

while

total deposits

increased

by 2.6% to Pta 1,084.2

billion

(US$ 7,147 million). Net profits for 1997 were up by an excellent 32.0% over 1996 at
Pta 6.6 billion or US$ 45.4 million.
Over

the year, the bank continued

domestically
different

to expand

and consolidate

and internationally. The branch network was segmented

categories: retail branches, corporate

its position

both

by market into three

banking units and private banking units.

Over the year, four new retail branches and two corporate units boosted the network.
A number

of new products

system, a seven-day
investment

deposit

and funds were also added, including

product

and five new guaranteed

a credit scoring

funds. A new money

fund with commission charges linked to the three-month

interbank

rate was

also launched, as well as a new unit trust.
Internationally,
sent

the bank has upgraded its Lisbon office, opened an office in Poland,

a delegation

representative
Our
throughout

to India

and up-graded

its delegation

in the

Philippines

to a

office.

representative

office in Beirut

continued

to help

our expansion

in banks

the Arab world, including Algeria, while the Americas retained their position as

our most important

international

market. The bank's presence

in both New York and

Miami allow us to offer trade finance and private banking products to our clients. Despite
difficult market conditions in this area, our position has been strengthened

.

ABC International Bank pic
1997 Highlights US$million

ABC International

during the year.

Bank pic

The UK economy continued to perform solidly.Although the UK will not be in the first
round of countries to take part in European Monetary Union in 1999, it is acknowledged
that EMU will, nevertheless, have an impact on all banks and businesses in the UK, and the
economy as a whole.
ABCIB's net profit for 1997 increased by 23% over the previous year to UK£ 11.26
million (US$ 18.46 million). Overall, the aggregate volume of letters of credit, acceptances
Over the next two years, ABCIB will be

and guarantees for trade finance operations totalled US$ 2.8 billion.

established as the flagship unit within the

In the London branch, commodity finance significantly increased the volume of its

ABC Group for Europe and the Americas.

business during the year. ABCIB's experience in buyer and supplier credit finance facilities,
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Review

of operations

(continued)

backed by the Export Credit Guarantee Department
several mandates to arrange project-related
construction

(ECGD), has enabled the bank to win

finance for major international

engineering and

sector companies. The bank has also issued contract bonding lines to similar

companies bidding for projects in the Arab world.
The Paris branch continued to maintain its position as an established market specialist
in commodity financing and as an issuer of contract related guarantees. During the year the
branch processed over US$ 2.0 billion in letters of credit, acceptances and guarantees. It has
also undertaken

COFACE-backed

ABCIE participated

transactions for major French exporters.

in a total of 12 syndicated loans with a total value of over US$ 1.4

billion, principally to borrowers in the Arab world. ABCIE also acted as a co-arranger, in
conjunction

with ABC (BSq,

in the US$ 200 million syndicated loan for the Kingdom of

Morocco and also participated in the US$ 1.4 billion independent

power project in Morocco.

The bank maintains a conservative policy towards liquidity management.
1997, its short-term

At the end of

facilities (repayable within two years) stood at 78% of the total loan

portfolio. Long-term borrowings stand at 26% of the Bank's total funding requirements.
Over the next two years, ABCIE will be established

as the flagship unit within the

ABC Group for Europe and the Americas. By the end of the first quarter of 1998, ABCIE
will acquire the business of ABC's London branch, which will be followed by ABC's
New York branch by the end of 1998, and ABC's Milan branch in 1999.
At the end of 1997 the bank increased
accommodate

its capital

base by US$ 32 million

growth. This increase will enable the bank to meet its large exposure
requirements

to

the transfer of ABC's London branch assets within its business and allow for
and liquidity

over the first phase of the planned expansion.

In 1998 ABCIE will, in co-ordination

with the ABC Group, increase its activities in

trade and commodity financing, and expand its involvement

in major infrastructure

projects

within the Arab world.

International Bank of Asia Ltd.
1997 Highlights US$million

International Bank of Asia Limited
The past year was a milestone for both Hong Kong and the International Bank of Asia
(lBA). China regained sovereignty for Hong Kong on 1 July after 150 years of British rule,
and lEA celebrated its 15th anniversary as a Hong Kong bank in April.
During this important anniversary year, the bank continued to expand its network,
with the opening of four new branches and two additional off-site ATMs. lEA now has
29 branches in total, and both the additional branches and ATMs will help to make banking
more convenient for customers.

In 1997 the net profit of International Bank of

Customer service was further improved by a number of other moves. lEA was the first

Asia (IBA) reached HK$ 400 million,
an increase over 1996 of 10.35%.

bank in the Hong Kong market

to introduce

the latest range of sophisticated

ATMs.

In addition, lEA's new corporate logo and colour scheme were installed in the remodelled
fa<;:adeof the bank's main building, while the operations
expanded to accommodate

centre in North Point was also

the rapidly growing business of the bank.

The year was also marked by a number of significant business successes. In January,
nine prominent

financial institutions

signed an agreement

for a HK$ 2 billion revolving

certificate of deposit programme. On the strength of this programme, a HK$ 1 billion dual
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Review of operations

(continued)

currency issue was signed in June; this had to be increased to HK$ 1.05 billion because the
first offer was dramatically

over-subscribed.

As a result of these moves, lEA's medium

funding increased to HK$ 3.8 billion.

'--_

The bank has successfully attracted 35,000 new customers by relaunching
MyCard,

a credit card designed

designed

generic

specifically for women.

its popular

It has also introduced

cards plus an affinity card for a hotel

management

newly-

company.

lEA

enhanced its investment banking services. The lEA Ambassador programme, which provides
exclusive banking services to a select group of elite customers, was launched at the bank's
15th anniversary
programmes

celebration

in April. Successful

unit trusts and securities

promotion

also attracted new customers and fee income.

lEA continues

to strive to find new ways of improving

services offered to customers. A newly-launched

the range of products

and

MBA degree programme is already proving

very popular with staff and should help to enhance customer service. lEA remains confident
about the future of the Hong Kong economy and is committed

to increasing its business in

the region in the coming year.

-

Arab Banking Corporation
Oaus & Co. GmbH
1997 Highlights US$ million

Arab Banking Corporation - Daus &: Co. GmbH
In 1997 the German economy was characterised

by a real GDP growth of 2.4%, up 1.4%

from 1996. Even though domestic demand remained sluggish, export trade continued to be
the driving force behind this economic
previous year's decline and bottomed
quarter. Unemployment

continued

growth. Nationally, interest

rates continued

the

out at historically low levels at the end of the third
to grow, however, reaching a high of 11.6% of the

labour force.
The Federal Government
ABC Daus continues
specialist

to expand,

areas of trade finance

continued

in its efforts to meet the Maastricht

convergence

in its
and

direct lending business.

criteria by passing an austerity package aimed at lowering the fiscal deficit, reducing labour
costs and providing tax benefits. The overall aim was to promote
boost job creation. Although achieving the convergence

economic growth and

criteria is assured, the tax reform

failed to win a majority vote in the upper house, and job creation programmes

have not

brought about the desired results yet.
Total assets in 1997 reached DM 1.133 billion, representing a 4.6% increase over 1996.
The bank continued

to emphasise

trade-related

transactions

and adopted

a selective

approach to marketing the direct lending business. There was notable success in developing
the markets
penetrate

..

of Middle Europe. It actively supported

the efforts of these countries

to

the Middle East and North African markets. Projections for 1998 are based on

another good export performance

by German manufacturers

and stable economic activity

in the Gulf and North African countries.
The bank is well positioned to benefit from financing turn-key and other projects in
the Arab world. Efforts will continue in this area. The bank will also maintain its focus on
customer-related

trading

in treasury

potential in this market segment.
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products

and will work to improve

its earnings
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Review

of operations

ABC Investment & Services Co. (E. C.)
1997 Highlights US$million

(continued)

ABC Investment
ABC Investment

& Services Co. (E. C.)

& Services Co (E.C) generated record profits for the fifth year in a row.

Profits achieved a total of US$ 11.6 million in 1997 despite the decision to hand over all
non-Islamic banking business to ABC, the parent group, in late 1997 as part of the overall
business strategy for the ABC Group. At year end, the total assets of the company were
US$ 232 million. These provided an average return on shareholders'
A number of factors contributed
Islamic banking has emerged as a major
area

part of the year, the company

funds of 12.7%.

to the excellent profits for the year. For the greater

was able to take advantage of opportunities

to achieve

of growthfor the company, contributing
47.8% to the profits during the year.

attractive yields on its investment grade securities by using currency and interest rate swaps.
In addition, proprietary
fund management

trading results were strong and the company's stock-broking

and

activities also performed well.

Islamic banking has emerged as a major area of growth for the company, contributing
47.8% to the profits during the year. The company's
grown substantially

level of Islamic financing assets has

over the past five years from US$ 41 million in 1992 to US$ 118

million in 1997. What is more, the Islamic funds under management

now total US$ 71

million. The company's client base has also expanded, providing a welcome opportunity
diversify the products

offered to customers. The company's

Islamic banking business for the further benefit

to

aim now is to expand the

of customers

and to complement

the

overall strategic business direction of the ABC Group.
As a result of this new emphasis, ABC Investment

& Services Co. (E. C) will be

converted into an Islamic bank in early 1998 under the new name ABC Islamic Bank (E.C).
All non-Islamic

business, including marketable

broking, fund management

securities

and other investment

ABC in late 1997. Islamic banking is very important

investment

and trading, stock-

banking activities, was transferred

to

to the future of the company, and we

believe that we are well positioned to build upon the niche we have developed in liquidity
management

Arab Banking Corporation (Jordan)
1997 Highlights US$million

for Islamic institutions, structured

Arab Banking

Corporation

Islamic finance, and Islamic trade finance.

(Jordan)

The Jordanian economy achieved a real growth rate of 5.2% in 1997. This is a triumph
when set against a background

of a tight monetary policy and austere fiscal measures that

include a higher sales tax, the lifting of food subsidies and the servicing of a high foreign
debt. These factors dampened

down the economy considerably and, as a result, generated

a lower volume of business for the banking sector in Jordan.
Despite the adverse circumstances, ABC Jordan maintained

its policy of expansion and

diversification by opening three new branches in 1997. New establishment

charges and the

ABC (Jordan)'s excellent performance was
made possible by growth and diversification of
business in the areasof lending and treasury.

depreciation
prompted

of the new head office and Amman

main branch premises have, however,

a drop in pre-tax profits by 5.5% compared with the previous year.

Total assets grew from US$ 250 million to US$ 298 million. The loan portfolio is also
up from US$ 126 million to US$ 136 million, and deposits grew from US$ 200 million to
US$ 244 million. This excellent performance

over the year was made possible chiefly by

the growth and diversification of business in the areas of lending and treasury. In 1997, ABC
Jordan successfully managed the biggest syndicated
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loan in the local market which was

Excellence & Innovation

Review

of operations

(continued)

worth US$ 33 million. The bank also expanded its extremely safe and profitable consumer
loans to the level of US$ 25 million, most of which are for financing consumer cars.
During the year, ABC Jordan increased its facilities to the fast-growing, export-driven
mining sector, particularly

phosphate

and potash. In the areas of treasury, activities were

focused on meeting the needs of corporate

and high net-worth

individuals in the foreign

exchange and capital markets. Income from these activities grew from US$ 375,000

to

US$ 500,000 as a result. ABC Jordan also led the way in setting up a national ATM network
which began servicing the customers of five banks in Jordan in May.
Under the direction of the Central Bank of Jordan, ABC Jordan increased its nominal
capital from JD 10 million to JD 20 million by capitalising 50% of retained profits and
floating the balance to shareholders.

As a result, shareholders

were able to benefit from

bonus shares at the rate of one share per two shares owned.
ABC Banque Internationale
de Monaco S.A.M.
1997 Highlights US$million

ABC Banque Internationale

de Monaco

S.A.M.

The past year was the best ever in the history of ABC Monaco. Net profits rose a spectacular
170% compared with 1996. Total assets continued

to grow following the excellent results

of 1996, rising to US$ 373 million from US$ 339 million. Customer
under management
significant growth

deposits and funds

increased from US$ 171 million to US$ 2 I 8 million. There was also
in the volume of letters of credit, foreign exchange

operations

and

securities trading handled by the bank.
The year's success can be attributed to
the bank's positive efforts to
differentiate itself in an increasingly
competitive environment.

The year's success can be attributed
differentiate

to positive efforts on the part of the bank to

itself in an increasingly competitive

environment

and a growing number

partners. The bank also worked hard to provide an immediate and appropriate
client

needs. We strove

immediate
continue

follow-up
to pursue

to market

our dedicated

to client requests
excellence

approach

and queries. During

in customer

service

effectively

response to
and provide

1998, ABC Monaco

and maintain

of

will

its high levels of

profitability.
In an attempt
professional
international
international

to attract

expertise

international

customers,

in managing customers'

ABC Monaco

has built up its

funds and carrying out all domestic

financing for them. Our aim is to continue

and

to meet the needs of these

depositors, who are looking for a good yield on their investments and yet need

to have funds available for their professional activities. As a result we promote international
trade exchanges by making traditional trade operations - such as letters of credit - more

..

available. We continue
respond to customers'
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to deal in all major currencies on the international
requests in this area.

markets and

Auditors' report to the Shareholders

We have audited

the consolidated

financial

statements

of Arab Banking Corporation

(B.S.C.) set out on pages 22 to 37. These financial statements
Bank's Board of Directors. Our responsibility

are the responsibility of the

is to express an opinion on these financial

statements based on our audit.
\Ve conducted our audit in accordance with International

Standards on Auditing. Those

Standards require that we plan and perform the audit to obtain reasonable assurance about
whether

the financial statements

are free of material misstatement.

An audit includes

examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates

made by management,

presentation.

as well as evaluating

the overall financial statement

We believe that our audit provides a reasonable basis for our opinion.

In our opinion the consolidated

financial statements

present

respects, the financial position of the group as of 3 I December
operations
Accounting

fairly, in all material

1997 and the results of its

and its cash flows for the year then ended in accordance

with International

Standards.

We confirm that, in our opinion, proper accounting records have been kept by the Bank
and the financial statements
financial statements
knowledge

and the contents of the directors'

are in agreement

therewith.

statement

relating to these

We further report, to the best of our

and belief, that no violations of the Bahrain Commercial

Companies

Law of

1975, as amended, nor of the Bahrain Monetary Agency Law, nor of the memorandum

and

articles of association of the Bank have occurred during the year ended 31 December

1997

that might have had a material adverse effect on the business of the Bank or on its financial
position and that the Bank has complied with the terms of its banking licence. We have
obtained

all the information

and explanations

which we required

for the purpose

of

our audit.

Manama,

State of Bahrain

I February 1998

..
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Consolidated

balance sheet

31 December 1997

1997
Note

(US$ million)

1996
(US$ million)

Assets
Liquid funds
Marketable securities

4

Placements with banks and other financial institutions
Loans and advances

5

Interest receivable
Investments in associates
Other investments
Other assets
6

Premises and equipment

317

236

2,731

2,622

7,194

7,352

12,057
293

11,323
472

74

87

110

103

354

328

452
23,582

465
22,988

10,483

10,395

8,868
202

8,426
188

Liabilities
Deposits from customers
Deposits from banks and other financial institutions
Certificates of deposit
Interest payable
Other liabilities

214

400

318

309

Minority interests

325

314

20,410

20,032

1,451

1,299

1,000

1,000

Term notes, bonds and other term financing

7

Shareholders'

3

funds

Share capital
Treasury stock
Reserves

(74)
399

(75)
396

Retained earnings

396

336

1,721

1,657

23,582

22,988

..
Abdulmohsen Yousef AI-Hunaif

Ghazi Abdul-Jawad

Chairman

President & Chief Executive

The attached notes 1 to 24 form part of these consolidated financial statements.
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Consolidated statement of income
Year ended 31 December 1997

Note

1997

1996

(US$ million)

(US$ million)

Operating income
Interest income

1,479

1,501

Interest expense
Net interest income

(1,056)
423

(1,099)
402

327

257

Total operating income

750

659

Operating expenses
Staff

251

253

Premises and equipment
Other

52

55

109

109

Total operating expenses

412

417

338

242

(99)

(32)

Profit before taxation and minority interests

239

210

Taxation on foreign operations

(51)

(48)

Minority interests in subsidiaries

(43)

(33)

145

129

Other operating income

8

Operating profit before loan loss provisions
Loan loss provisions

Net profit for the year

5

3

..
The attached notes 1 to 24 form part of these consolidated financial statements.
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Consolidated

statement of cash flows

Year ended 31 December 1997

1997
(US$ million)
Operating

1996
(US$ million)

activities
145

129

Loan loss provisions

99

32

Depreciation

23

25

(5)

(9)

Net profit for the year
Items not involving cash flow:

Items considered separately:
Gains less losses on investment securities
Profit on sale of an investment

(68)

Changes in operating assets and liabilities:
Trading securities
Placements with banks and other financial institutions
Loans and advances
Other assets

(89)

(I,406)
126

(146)

996

Deposits from banks and other financial institutions
Other liabilities

819

1,119
767

(176)

146

(529)
110

(470)
700

(916)
718

(1,413)
543

Net cash inflow from operating activities
Investing activities
Purchase of investment securities
Sale of investment securities
Purchase of investments
Sale of investments
Purchase of premises and equipment

(89)
131
(60)
25

(47)
12

(191)

(905)

67

25

(42)
339

(43)
352

(I 77)
1

(208)

Net cash inflow from financing activities

188

126

Increase/( decrease) in liquid funds

107

(79)

Foreign exchange translation differences
Liquid funds at beginning of the year'

(26)
236

(17)
332

Liquid funds at end of the year*

317

236

Sale of premises and equipment
Net cash outflow from investing activities
Financing

activities

Issue of certificates of deposit
Repayment of certificates of deposit
Issue of term notes, bonds and other term financing
Repayment of term notes, bonds and other term financing
Sale of treasury stock

'Liquid funds comprisecash,nostro balancesand balanceswith centralbanks.

The attached notes 1 to 24 form part of these consolidated financial statements.
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(868)

Deposits from customers

Other non-cash movements

.-

64

(I 02)
188

Notes to the consolidated financial statements
31 December 1997

1. Incorporation and activities
The parent company, Arab Banking Corporation (B.S.C.),incorporated in the State of Bahrain by an Amiri Decree,
operates under an offshore banking licence issued by the Bahrain Monetary Agency.

2.

Significant accounting policies

The consolidated financial statements of Arab Banking Corporation (B.S.C.) are prepared in conformity with
International Accounting Standards and prevailing practices of the banking industry. The following is a summary of
the significant accounting policies:
a)

Accounting

convention

These financial statements are prepared under the historical cost convention modified by the revaluation of premises
and equipment in respect of certain subsidiaries.
b)

Consolidation

These financial statements include the financial statements of the parent company and its subsidiaries after adjustment
for minority interests and elimination of inter-company transactions and balances. Goodwill arising on consolidation
is amortised over five years on a straight-line basis.
c)

Investments

Investments in associates owned between 20% and 50% are accounted for by the equity method. Other investments
which are less than 20% owned are stated at cost with provision for any decline, other than temporary, in value.
d)

Marketable

Investment

securities

securities acquired for the long term at a premium or discount are stated in the balance sheet at amortised

cost with provision for any decline, other than temporary, in value. Premiums and discounts are amortised on a straight
line basis from date of purchase to maturity.
Trading securities are stated at market value. Gains and losses on trading and market value adjustments
the statement of income.
e)

are taken to

Premises and equipment

Premises and equipment are stated at cost or as revalued to approximate market values. Cost includes interest
applicable to the period during which premises are under construction or otherwise unavailable for revenue earning
purposes during refurbishment.
Freehold land is not depreciated. Depreciation
over their estimated useful lives.
f)

on other premises and equipment

is provided on a straight-line

basis

Revenue recognition

Interest income and expense are recognised on a time proportion basis taking account of the principal outstanding
the rate applicable. Fee income and expense are recognised when earned or incurred.

and

Premiums, discounts and initial issue expenses on dated securities are amortised on a straight-line basis to the date of
maturity.
g)

Loans and advances

Loans and advances are stated net of loan loss provisions. Loan loss provisions comprise both specific and general
provisions. Specific provisions are created where losses are expected to arise on problem loans and advances.
Additionally, management considers it prudent to maintain a general provision which recognises the inherent risks
associated with any lending portfolio. Loans and advances are written off when they are considered to be uncollectible.
Loans and advances are placed on a non-accrual basis when payment of interest or principal is contractually past due
by 90 days or earlier when there is reasonable doubt as to ultimate collection. Interest accrued on these loans and
advances is not recognised as income unless received in cash.
h)

Foreign currencies

Assets and liabilities in foreign currencies are translated into US dollars at the market rates of exchange prevailing at
the balance sheet date. Foreign exchange translation gains and losses arising from translating the financial statements
of foreign subsidiaries into US dollars are recorded directly in shareholders' equity.
Forward
date and
between
deposits,

exchange contracts are valued at market rates applicable to their respective maturities at the balance sheet
the resulting gains or losses taken to the statement of income. Gains and losses arising from the difference
spot and forward rates on forward exchange contracts, which are entered into in connection with loans and
are amortised over the periods of the related contracts.

All other translation gains and losses are taken to the statement

of income.
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Notes to the consolidated

financial statements

(continued)

31 December 1997

2. Significant accounting policies (continued)
i) Taxation on foreign operations
There is no tax on corporate income in the State of Bahrain. Taxation on foreign operations is provided at the rates
applicable in each location. No provision is made for any liability that may arise in the event of distribution of the
reserves of subsidiaries. A substantial portion of such reserves is required to be retained to meet local regulatory
requirements.
j)
Employee pension and other terminal benefits
Costs relating to employee pension and other terminal benefits are accrued in accordance with actuarial and other
valuations as required by regulations applicable in each location.
k) Fiduciary assets
Assets held in trust or in a fiduciary capacity are not included in these financial statements.
I) Off balance sheet financial instruments
Off balance sheet financial instruments arise from forwards, futures, forward rate agreements, swaps and options
transactions in the foreign exchange, interest rate and capital markets. Off balance sheet instruments used in trading
activities and to hedge other trading positions are marked to market and the resultant gains and losses are taken to the
statement of income. Gains and losses on instruments used to hedge exposures to fluctuations in interest and exchange
rates in conjunction with asset and liability management activity are recognised in a manner that matches the
accounting treatment of the assets and liabilities hedged.
m) Repurchase and resale agreements
Repurchase and resale agreements are undertaken in the normal course of business and are stated at contracted rates.
Assets sold with simultaneous commitment to repurchase at a specified future date continue to be carried in the
balance sheet. Proceeds received under these agreements are included in deposits. Assets purchased with simultaneous
commitment to resell at a specified future date are not carried in the balance sheet. Proceeds paid under these
agreements are included in placements.

3.

Shareholders'

funds
ExtraShare
capital

Treasury Statutory
stock
reserve

General
reserve

foreign

ordinary
financial
Capital Revaluation
re5erve
reserve.
reserve.
(US$million)

exchange
Share translation Retaind
premium*adjustments earnings

Total

Balance at the end of
the year 1995

1,000

(75)

129

140

10

10

40

71

(4)

Net profit for the year
Transfer from/( to)
retained earnings

13

(I)

219

1,540

129

129

(12)

Foreign exchange
translation adjustments

(12)

(12)

Balance at the end of
the year 1996

1,000

(75)

142

140

10

10

39

71

(16)

Net profit for the year

336

1,657

145

145

Transfer from
14

retained earnings

(14)

Proposed dividend

(60)

(60)

(II)

(II)

(22)

(27)

396

Foreign exchange

..

translation adjustments
Sale of Treasury stock
Balance at the end of
1,000
the year 1997

(74)

. These reserves are not distributable.
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156

140

10

10

39

71

1,721

Notes to the consolidated

financial statements (continued)

31 December 1997

3. Shareholders' funds (continued)
a)

1997
(US$ million)

Share capital

Authorised

- 150 million shares of US$ 10 each

Issued, subscribed and fully paid - 100 million shares of US$ 10 each

1996
(US$ million)

1,500

1,500

1,000

1,000

b) Treasury stock
Treasury stock represents the purchase by the Bank of its own shares.At the end of the year the Bank held 5,867,736
shares(1996 : 5,918,236 shares). The shares are carried at cost adjusted for any gain or loss on sale. Dividend relating
to treasury stock is recognised directly in retained earnings.
c)

Statutory reserve

As required by the Articles of Association of the Bank and the Bahrain Commercial Companies Law, 10% of the net
profit for the year is transferred to the statutory reserve. Such annual transfers will cease when the reserve totals 50%
of the paid up share capital. The reserve is not available for distribution except in circumstances as stipulated in the
Bahrain Commercial Companies Law.
d)

General reserve

The general reserve underlines the shareholders'
e)

Extraordinary

commitment

to enhance the strong equity base of the Bank.

financial reserve

The extraordinary financial reserve has been established to cover any possible future diminution
of assets and is used at the discretion of the Board of Directors.
f)

Capital reserve

The capital reserve arises on the consolidation
g)

of subsidiaries acquired at a discount.

Revaluation reserve

The revaluation reserve has been created by revaluation of properties
h)

in the carrying value

Foreign exchange translation

in subsidiaries.

adjustments

The movements in foreign exchange translation adjustments represent the foreign exchange translation gains and losses
arising from translating financial statements of foreign subsidiaries into US dollars. During the year, foreign exchange
losses of US$ II million were transferred to retained earnings following the decline, other than temporary, in the
carrying value of certain subsidiaries.

4.

Marketable securities
1997
(US$ million)

Investment

securities

Trading securities

1996
(US$ million)

2,176
555

2,III
511

2,731

2,622

The market value of investment securities at the year end amounted to US$ 2,206 million (1996: US$ 2,128 million).

..
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Notes to the consolidated

financial statements (continued)

31 December 1997

5.

Loans and advances
1997
(US$ million)

Financial
Manufacturing
Construction
Trade
Consumer and other services
Government
Other

Loan loss provisions

1996
(US$ million)

2,455
1,953
995
976

2,392
1,849
814
963

4,403
1,822
]49

4,0]9
],836
235

12,753
(696)

]2,108
(785)

12,057

] ],323

Loans placed on non-accrual amounted to US$ 748 million at the year end (]996: US$ 925 million). Movements
loan loss provisions during the year were as follows:

At beginning of the year
Additions net of recoveries
Write-offs
Foreign exchange translation and other adjustments
At end of the year

6. Premisesand equipment
Land and buildings
Equipment

and other assets

Accumulated

7.

depreciation

in

1997
(US$ million)
785
99

]996
(US$ million)
8]8
32

(148)
(40)

(58)
(7)

696

785

1997

]996

(US$ million)
411
227

(US$ million)
4]7
250

638
(186)

(202)

452

465

667

Term notes, bonds and other term financing

]n the ordinary course of business, the parent company and certain subsidiaries raise term financing through various
capita] markets at commercial rates.
Total obligations outstanding

at 31 December

1997

Parent company

Subsidiaries

Tota]

(US$ million)

Aggregate maturities:
1998
1999
2000
200]

..

3]6
]50
206

213
87
226
253

672

779

529
237
432
253
],45]

Interest basis:
Fixed
Floating

779

1,4]3

672

779

],45]

Other information:
Obligations subject to investor put options prior to stated maturities
Obligations carrying a minimum interest rate of 4% - 4.]5%
Tota] obligations outstanding at 31 December 1996
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38
634

540

]60
50

]60
50

759

1,299
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8. Other operating income
1997

1996

(US$ million)

(US$ million)

Fee and commission income

182

170

Fee and commission expense

(18)
3

(29)
32

Gains less losses on trading securities
Gains less losses on investment securities

5

9

Gains less losses on dealing in foreign currencies
Dividend income

16

]7

17

16

Profit on sale of an investment

68

Other

-

net

54

42

327

257

9. Investments in subsidiaries
The principal subsidiaries,all of which have 31 December as
their year end, are as follows:

Country of
incorporation

Banco Atlantico S.A. group companies
Banco de Iberoamerica
International

Spain
Panama

Bank of Asia Ltd.

ABC Internationa]

-

Arab Banking Corporation
ABC Banque Internationale
ABC Investment

Hong Kong

Bank pic

United Kingdom

Daus & Co. GmbH

Germany
Monaco

de Monaco S.A.M.

Bahrain

& Services Co. (E. C.)

Arab Banking Corporation

Jordan

(ABC) - Jordan

Interest of
Arab Banking
Corporation
(B.S.C)
(%)
67
67
55
100
99
99
100
60

10. Significant net foreign currency exposures
Significant net foreign currency exposures, arising mainly from investments in subsidiaries, are as follows:
1997
Long

Deutschemark

(US$ million)
Short

3

149

Hong Kong dollar
Pound sterling
Saudi riyal
Spanish peseta

-

91

Long

-

1996
(US$ million)
Short

(47)

-

137
-

(3)
(29)

-

(34)
(20)

]70

11. Commitments,
contingent
liabilities and other off balance sheet items
a) Commitments and contingent liabilities
Commitments and contingent liabilities include commitments to extend credit, standby letters of credit, acceptances
and guarantees which are structured to meet the various requirements of the customers, none of which represents an
unusual risk. At the balance sheet date, the principal outstanding and the risk weighted equivalents calculated in
accordance with the capital adequacy guidelines established for the global banking industry were as follows:
1996
1997
(US$ million)
(US$ million)
Direct credit substitutes,

guarantees and acceptances

Forward asset purchase commitments
Short-term
Underwriting

self-liquidating

trade and transaction-related

commitments

Other commitments

(including undrawn loans)

Risk weighted equivalents

contingent items

2,688
198
1,585
4
3,763
-

2,745
821
960
80

8,238

7,951

3,251

3,974

3,345
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11. Commitments,
b)

contingent

liabilities and other off balance

sheet items (continued)

Other off balance sheet items

In the ordinary course of business, various types of transactions are entered into involving foreign exchange contracts
and derivative financial instruments. These financial instruments
arise from forwards, futures, forward rate
agreements, swaps and options transactions in the foreign exchange, interest rate and capital markets. The notional
amounts indicate the volume of these transactions outstanding at year end. Significantly smaller amounts are subject
to risk as a result of offsetting positions. The credit risk for these instruments is normally the positive market value
of the instruments, net of any legally enforceable right of set-off, which is usually significantly less than the notional
amounts. The credit and market risk pertaining to off balance sheet financial instruments are monitored and
controlled in the same way as balance sheet instruments.
At the balance sheet date, the outstanding notional amounts and the risk weighted equivalents calculated
accordance with the capital adequacy guidelines established for the global banking industry were as follows:
1997

1996

(US$ million)

(US$ million)

Foreign exchange contracts
Interest rate, currency swaps
Interest rate futures
Forward rate agreements

17,303

4,495

11,474
694
640

871

2,783

19,908

32,894

102

Risk weighted equivalents

123

of assets and liabilities

The maturity analysis of assets and liabilities based on remaining period to the contractual
At 31 December

12,825
1,180
537

Options

12. Maturities

in

maturity date is as follows:

1997
Within
one month

1-3
months

3-6
months

6 -12
months

1-5

Over

years

5 years

Undated

Total

(US$ million)
Assets
317

-

Marketable securities
416
Placements with banks and
other financial institutions 5,100
Loans and advances
2,045
Other

57

85

1,428
1,466

Liquid funds

Total assets

7,878

Liabilities and shareholders'
funds
Deposits from customers
8,670
Deposits from banks and
other financial institutions 5,929
134
Certificates of deposit
Other
Term notes, bonds and other
term financing
Shareholders' funds

.

Total liabilities and
shareholders' funds

-

-

340

794

1,039

328

281

51

6

1,361

1,185

2,645

3,355

-

1,283

7,194
12,057
1,283

2,951

1,774

1,806

3,490

4,400

1,283

23,582

1,199

215

312

87

-

10,483

1,981
46
60

705
14

154
7
-

93
I

6

8,868
202
857

II3

406
-

10

922

-

-

-

-

-

317
2,731

-

797

-

1,721

1,721

-

1,451

14,733

3,399

1,340

483

1,103

6

2,518

23,582

6,458

3,636

2,172

1,665

3,697

3,905

1,455

22,988

14,112

3,293

931

524

1,440

8

2,680

22,988

At 31 December 1996
Total assets
Total liabilities and
shareholders' funds
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1 3. Interest

rate exposure

Interest rate exposure is the sensitivity of earnings to changes in interest rates. Such exposures arise in the ordinary
course of business and are managed on a decentralised basis employing the use of off balance sheet interest rate
products where appropriate. The respective Asset and Liability Committees of the Bank and its subsidiaries establish
the maximum levels of interest rate mismatch that are permitted. Exposures are regularly monitored by an
independent risk control group.
The repricing profile of assets, liabilities and off balance sheet instruments used to hedge exposures to interest rate
risk based on the earlier of contractual maturity or the next interest repricing date is as follows:
At 3I December 1997
Within
one month

US dollars
Assets
Liabilities
Shareholders' funds
Off balance sheet

Spanish pesetas
Assets
Liabilities
Off balance sheet

Hong Kong dollars
Assets
Liabilities
Off balance sheet

Other currencies
Assets
Liabilities
Off balance sheet

5,650
(7,082)
639

Liabilities and
shareholders'

funds

Off balance sheet

2,206
(2,319)
(2)

3-6
months

6 - 12
months
(US$ million)

Non
interest
bearing

1-5
years

Over
5 years

392

248

(61)

(10)
-

739
-

232

50

(35)

(19)

108 1l,I24
(383) (10,470)
(1,721) (1,721)
807
(58)

381

203

720

(2,054)

(260)

1,781
(615)
-

Total

(793)

(115)

1,398

2,250
(3,686)
145

1,230
(315)
178

562

807

223

381

338

(119)
3

(714)
II

(78)
-

(19)
(97)

(599)

5,791
(5,530)
240

(1,291)

1,093

446

104

145

265

(261)

501

2,297
(919)
(801)

63

38

72

208

(295)
(384)

(17)
(14)

(13)
(4)

-

(245)

2,918
(1,489)
(1,189)

577

(616)

7

(5)

240

1,478
(2,704)
341

818

350

243

81

(952)
(7)

(190)
(133)

(100)
(I)

(55)
44

(102)

(141)

27

142

70

126

180

2,731

1,514

760

1,348

1,237

23,582

(19)

(3,319)

(23,582)

(218)

(58)

(885)
Gross
Assets

1-3
months

11,675

4,317

(14,391 )
324

(3,881)

(2,392)

(215)
221

(941 )
88
1,878

55

-

240

14
222

(888)
56

(143)
23

682

640

228

551
(371)

1,111

-

3,749
(4,372)
142
(481)

(2,140)

..
ArabBankingCorporationGroup31

Notes to the consolidated

financial statements (continued)

31 December 1997

13. Interest

rate exposure

At 31 December

(continued)

1996
Within
one month

1-3
months

3-6
months

Over

Non
interest

years

5 years

bearing

Total

228

133

816

(96)

(24)

6 - 12
months

1-5

(US$ million)
US dollars
Assets

4,167

2,104

Liabilities

(5,904)

(2,123)

Shareholders'

Spanish pesetas
Assets
Liabilities
Off balance sheet

Hong Kong dollars
Assets
Liabilities
Off balance sheet

Gross
Assets
Liabilities and
Shareholders' funds
Off balance sheet

32
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-

248

10,018

(424)

(9,077)

(1,657)
290

(223)

(158)

34

712

(35)

(21)

(1,960)

(177)

1,854

844

74

791

(1,852)

(426)

2,372
(5,146)
(70)

1,852
(645)
(83)

926

838

410

190

442

(242)
28

(210)

(147)
(5)

7,030
(6,589)
(130)

(2,844)

1,124

712

628

258

189

1,519
(1,033)
(19)

100

34

45

125

-

(310)
(148)

(20)

(3)
-

(358)

14

42

125

588

915

384

137

(496)
(32)

(108)
58

(44)
3

(1,269)

13

387

334

96

9,225

4,644

4,197

1,495

805

(14,548)
(283)

(3,709)
(333)

(1,260)
30

602

2,967

1,848

(198)
244

234
(252)

-

(631)
56

(417)
770

(I)
-

-

1,167
(2,465)
29

(5,606)

..

-

(4)

(1,657)
(19)

467
Other currencies
Assets
Liabilities
Off balance sheet

(502)

-

funds

Off balance sheet

2,322

(215)
(37)
553

(18)
268

424

311

2,057
(1,618)
(167)
272

(303)

(107)
161

3,883
(4,047)
7

121

(157)

1,274

1,348

22,988

(5)
(128)

(2,834)
(19)

(22,988)

1,141

(1,505)

-
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13. Interest

rate exposure

(continued)

The effective interest rates of assets, liabilities and off balance sheet instruments
At 31 December

1997

Within
one month

1-3
months

in major currencies are as follows:

3-6
months

6 - 12
months

1- 5

Over

years

5 years

5.6

(%)
US dollars
Assets

6.4

6.7

6.7

6.4

7.7

Liabilities

5.6

5.9

5.8

6.6

7.1

Off balance sheet

5.4

18.8

6.2

6.2

8.2

6.0

6.9

Spanish pesetas
Assets

4.8

5.9

6.4

6.4

7.0

Liabilities

3.9

4.6

5.0

3.0

5.4

Off balance sheet

3.9

4.7

5.0

3.0

Hong Kong dollars
Assets

3.3
3.2

10.1

11.5

11.9

11.6

Liabilities

5.9

8.7

6.8

7.3

Off balance sheet

9.3

9.6

9.0

12.6

7.5

Within
one month

1- 3
months

6 -12
months

1- 5
years

Over
5 years

US dollars
Assets
Liabilities
Off balance sheet

6.1
5.4
6.4

6.6
5.5
11.8

6.4
5.7
5.1

6.5
5.6
5.7

7.1
4.9
7.3

5.5
4.9
5.8

Spanish pesetas
Assets
Liabilities
Off balance sheet

7.7
5.0
7.1

7.7
6.6
6.6

7.6
7.0
6.4

8.0
7.1

8.9
7.2
6.5

8.1
9.3

10.1
5.5
5.6

8.4
5.8
5.6

11.0
5.8

12.2
5.3

9.8

At 31 December1996

Hong Kong dollars
Assets
Liabilities
Off balance sheet

3-6
months
(%)

10.0
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14.

Credit

exposure

Credit risk is the risk that a customer or counterparty will fail to meet a commitment, resulting in financial loss to
the Bank. Such risk arises from lending, trade finance, treasury and other activities undertaken by the Bank. Credit
risk is actively monitored in accordance with the credit policies which clearly define delegated lending authorities,
policies and procedures. The management of credit risk also involves the monitoring of risk concentrations by
industrial sector as well as geographic location.

15. Geographical

distribution

of assets, liabilities and off balance

Assets

Liabilities

1997
Off balance
sheet items

sheet items

Assets

(US$ million)

Liabilities

1996
Off balance
sheet items

(US$ million)

10,307

9,005

II ,288

10,703

9,939

15,300

2,509

7,704

3,653

2,443

7,152

4,813

Asia

5,576

3,015

4,957

North America

3,505

4,337
929

3,177

Latin America

1,160
525

963

9,199
477

3,367
984
964

644

514

1,214
494

15,297
744

582

539

23,582

23,582

28,146

22,988

22,988

40,845

Western Europe
Arab World

Other

4,152

16. Segmental information
Analysis of profits and assets employed by class of business, based on the principal activity of each operating unit,
is as follows:

Wholesale

Retail

1997
Total

Wholesale

(US$
-- million)

Retail

1996
Total

(US$ million)

Net interest income

157

266

423

113

289

Other operating income

137

190

327

118

139

257

expenses

(118)

(294)

(412)

(119)

(298)

(417)

Loan loss provisions

(73)

(26)

(99)

(13)

(19)

(32)

minority interests

103

136

239

99

111

210

Total assets employed

12,134

12,124

24,258

11,359

11,775

23,134

Operating

402

Profit before taxation and

Intra-group

(676)

items

23,582

(146)
22,988

17. Repurchase and resale agreements
Proceeds from assets sold under repurchase agreements at the year end amounted to US$ 3,299 million
(1996: US$ 3,835 million) of which US$ 2,390 million (1996: US$ 2,947 million) relates to customer product and
treasury activities in a major retail banking subsidiary.
Amounts paid for assets purchased under resale agreements at the year end amounted to US$ 1,613 million
(1996: US $1,989 million) and relate to customer product and treasury activities in a major retail banking subsidiary.

..

18. Transactions

with

related

parties

In the ordinary course of business there are transactions with shareholders, associates and other related parties.
Transactions with these parties are made on the same commercial terms as those applicable to comparable transactions
with unrelated parties and do not involve more than a normal amount of risk.
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19. Fiduciary assets
Funds under management at the year end amounted of US$ 2,475 million (1996: US$ 2,156 million). These assets
are held in a fiduciary capacity and are not included in these financial statements.
20. Fair value of financial instruments
"Fair value" is the amount at which an asset could be exchanged or a liability settled in a transaction between
knowledgeable, willing parties in an arm's length transaction. The values at which the financial instruments are stated
in these financial statements ("book values") are based principally on historical cost and could therefore differ from
fair values.
Fair values are estimated based on generally accepted methods which include quoted market prices or, where
appropriate, quoted market prices of similar financial instruments with appropriate adjustments and the use of
discounted cashflow analysis. Market prices have been used wherever possible. However, in certain cases, including
loans and advances, no ready markets exist wherein exchanges between willing parties ca~ take place. In these cases,
estimates which involve subjective assessments, and which are regarded as reasonable, have been made.
1997

Book value

1996
Excess

Excess

(shortfall)
of fair value
over book
Fair value
value

(shortfall)
of fair value
over book
Fair value
value

Book value

(US$ million)

(US$ million)

Financial assets
Liquid funds
Marketable securities

317

317

-

2,731

2,761

30

-

236

236

2,622

2,639

17

(267)
135

Placements with banks and other
financial institutions

7,194

7,194

Loans and advances
Investments
Other

12,057
184
647

11,922
218
647

( 135)
34
-

7,352
11,323
190
800

7,352
11,056
325
800

Financial liabilities
Deposits
Certificates of deposit
Other

19,351
202
857

19,323
202
857

28
-

18,821
188
709

18,780
188
709

Term notes, bonds and
other term financing

1,451

1,451

-

1,299

1,299

(43)
It is expected that the book value of loans and advances which are held for the long term or to maturity
recovered as adequate provisions have been made for anticipated shortfalls in recovery.

41

(74)
will be

21. Assets pledged as security
At the balance sheet date, assets amounting to US$ 189 million (1996: US$ 182 million) have been pledged as
security for borrowings and other banking operations.
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22. Capital adequacy
The risk asset ratio calculations in accordance with the capital adequacy guidelines established for the global banking
industry are as follows:
Risk weighted
Balance
equivalents
1997
1996
1997
1996
(U5$ million)

(U5$ million)
Risk weighted exposures
Assets
Cash and claims on, guaranteed by or collateralised by
securities of, central governments and central banks
of OECD countries

5,148

5,670

7,406

6,835

1,481

1,367

Claims secured by mortgage of residential property

2,092

1,438

1,046

719

Claims on public sector entities, central governments,
central banks and longer-term claims on banks incorporated
in non-OECD countries and all other assets, including claims
on private sector entities

9,034

9,040

9,034

9,040

8,238

7,951

3,251

3,974

19,908

32,894

102

123

Claims on banks and public sector companies incorporated
in OECD countries and short-term claims on banks
incorporated

in non-OECD

countries

Off balance sheet items
Commitments

and contingent liabilities

Foreign exchange and interest rate related contracts
Total risk weighted assets and off balance sheet items

(A)

14,914

15,223

Capital base

(B)

2,059

1,838

(B/A)

13.8%

12.1%

Risk asset ratio
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23. Parent company
The balance sheet of the parent company, Arab Banking Corporation (B.S.c.) is presented below:
1997
(US$ million)

1996
(US$ million)

Assets
Liquid funds
Marketable securities
Placements with banks and other financial institutions
Loans and advances
Interest receivable
Investments

in subsidiaries

Investments

in associates

Other investments
Other assets
Premises and equipment

7
1,544
3,301
4,614
170
1,076
40
29
122
27

9
853
2,741
4,640
405

10,930

9,948

1,216
6,122
909
23
1I8
149

1,243
5,182
848
22
296
160

8,537

7,751

672

540

1,000
(74)
795

],000
(75)
732

1,721

1,657

10,930

9,948

1,035
41
108
88
28

Liabilities
Deposits from customers
Deposits from banks and other financial institutions
Assets sold under repurchase
Certificates

agreements

of deposit

Interest payable
Other liabilities

Term notes, bonds and other term financing
Shareholders'

funds

Share capital
Treasury stock
Reserves and retained earnings

Included in placements

with and deposits from banks and other financial institutions

due to subsidiaries and associates amounting
(1996: US$ 309 million) respectively.

are balances due from and

to US$ 925 million (1996: US$ 67] million) and US$ 932 million

During the year, the policy of accounting for investments in subsidiaries on 'cost' basis was changed to 'equity
accounting' basis in order to reflect the parent company's share in the equity of the subsidiaries. This change in the
accounting policy has been accounted for retrospectively. The comparative figures for] 996 have been restated to
conform with the changed policy. The effect of the change is an increase in reserves and retained earnings of US$ 283
million to US$ 795 million in 1997 (1996: US$ 213 million increase to US$ 732 million).

24. Comparative figures
Certain of the prior year amounts have been reclassified to conform with the presentation

in the current year.
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ABC Directory

Head Office

Arab World Division

ABC Tower, Diplomatic Area,
PO Box 5698, Manama, Bahrain
Tel: (973) 532235 (General),
(973) 533144/533155
(Foreign Exchange),
Fax: (973) 533163/533062
Tlx: 9432 ABCBAH BN (General),
9384 ABC DEP
(Foreign Exchange & Deposits),
Direct Dealing Reuters Code:
ABCB, ABDB
Reuters Monitor: ABCU- ABCZ
Internet: http://www.arabbanking.com

Division Head

Ghazi Abdul-Jawad
President & Chief Executive
Office of the President
& Chief Executive
Mohamed S. Kleif,
Senior Vice President
Tel: (973) 533057
Farid Araman, First Vice President
Tel: (973) 533046
Internal Audit
Prasad Abraham, First Vice President
Tel: (973) 523387

Administration

Group

Corporate Communications
Dr. Sami Dannish, Vice President
Tel: (973) 523204
Global Information Technology
Sael Al Waary, First Vice President
Tel: (973) 523707
Group Taxation
Michael Lee, First Vice President
Tel: (973) 523326/
(44)(171) 7764006
Human Resources & Administration
Edward Watson, First Vice President
Tel: (973) 523316
Legal & Compliance
Mounir Ben Slimane, Legal Counsel
Tel: (973) 52337]
Operations
Alex Richardson, First Vice President
Tel: (973) 5237]4

..

Planning & Financial Control
Asaf Mohyuddin, First Vice President
Tel: (973) 523274
Premises & Engineering
Nawaf Beyhum, First Vice President
Tel: (973) 523307
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George Karam, First Vice President
Tel: (973) 533056
Fax: (973) 533832
Corporate Banking
Hussam Abu Suud, First Vice President
Tel: (973) 523262/533065
Branches
Tunis (OBU)
3 Avenue Jugurtha, PO Box 57,
Cite Mahragan, 1002 Tunis, Tunisia
Tel: (216)(1) 786 752/787 638;
(216)(1) 788 766/790 225
(Treasury)
Fax: (216)(1) 788990/789388
Tlx: 17255 ABC TN
Direct Dealing Reuters Code: ABCT
Hedi Zar, General Manager
Representative
Offices
Abu Dhabi
The Falcon Tower, Al Nasr Street,
Office No. 602
PO Box 6689, Abu Dhabi, UAE
Tel: (971)(2) 344 944
Fax: (971)(2) 328 002
Aabed AI-Zeera, Chief Representative
Algiers
96 Rue Didouche Mourad,
Algiers, Algeria
Tel: (213)(2) 749113/742456
Fax: (213)(2) 747488
Tlx: 55373 ABC DZ
Mustapha Achour,
Chief Representative
Cairo
I ]91 Corniche EI Nile Street,
World Trade Center
Offices Building, 6th Floor,
PO Box 781, Ataba 11511,
Cairo, Egypt
Tel: (20)(2) 574 5488/5780417/
574 5366
Fax: (20)(2) 5780416
E-mail: Abccai@starnet.com.eg
Salah Osman, Chief Representative
Casablanca
201 Boulevard Mohamed Zerktouni,
Casablanca 20100, Morocco
Tel: (212)(2) 393 260/393 270
Fax: (212)(2) 393 274
Mohamed Ayoub, Chief Representative
Tehran
No. 114, 1st Floor (opposite 35th St.)
Khaled Eslamboli Avenue
Tehran 15167, Islamic Republic of Iran
Tel: (98)(21) 879 8452/3
Fax: (98)(21) 877 4561
Tlx: 216860 ABC]R
Mohammad Nasser Yousefi,
Chief Representative

Tripoli
That Emad Administrative Center
PO Box 3578, Tripoli, Libya
Tel: (218)(21) 3350227/3350228
Fax: (218)(21) 3350229
Tlx: 20359 ABCG REP LY
Ali Dahmani, Chief Representative
Subsidiaries
ABC Islamic Bank (E.C.)
[Formerly ABC Investment &
Services Co. (EC)]
ABC Tower, Diplomatic Area
PO Box 2808, Manama, Bahrain
Tel: (973) 532235
Fax: (973) 536379
Tlx: 9432/9433 ABCBAH BN
Adnan A. Yousif, Chairman
Abdelhak EI Kafsi, Executive Director
Noor Imambeck, Executive Director
S.A.H. Hashmi, Associate Director
Issam Al Tawari, Associate Director
ABC Securities w.L.L.
Office No. 209, Hedaya House
Government Road, Manama, Bahrain
Tel: (973) 226087/226848
Fax: (973) 241179
Tlx: 9436/9437 ABCBAH BN
Ebrahim H. Ebrahim, General Manager
Arab Banking Corporation (Jordan)
(22 Branches)
PO Box 926691, Amman 11110,
Jordan
Tel: (962)(6) 5664 ]83-5/5621 801-7
(General)
Tel: (962)(6) 5692 7] 3/5692 723
(Dealing Room)
Tel: (962)(6) 5695 084
(Foreign Department)
Tel: (962)(6) 5623 684 (Main Branch)
Fax: (962)(6) 5686 291
Tlx: 22258/21114 ABC JO; 23022
ABCFX JO
Abdulwahab Ali AI-Tammar, Chairman
Jawad Hadid, General Manager
Tel: (962)(6) 5691 953

-

Arab BankingCorporation Algeria
96 Rue Didouche Mourad,
Algiers, Algeria
Tel: (213)(2) 749113/742456
Fax: (213)(2) 747488
Tlx: 55373 ABC DZ
Mustapha Achour, General Manager
Affiliate
Arab Financial Services
Company (E.C.)
PO Box 2]52, Manama, Bahrain
Tel: (973) 290333
Fax: (973) 290050/29] 323
Tlx: 72] 2 AFS BN
Mahmood Al Koofi, General Manager
Fax: (973) 29] 122
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International Division
Division Head
George Morton
First Vice President
Tel: (973) 523319
Fax: (973) 533832

Branches
Grand Cayman
c/o ABC New York Branch
32nd Floor, 277 Park Avenue
New York, NY 101 72-3299,USA
Tel: (1)(212) 583 4720
Fax: (1)(212) 583 0921
Tlx: 661978/427531 ABCNY
Geoffrey Milton, First Vice President
& General Manager
Milan
Via Santa Maria Fulcorina 6
21023 Milan, Italy
Tel: (39)(2) 863 331 (General);
(39)(2) 861 574 (Dealing Room)
Fax: (39)(2) 864 50117
Tlx: 322240 ABC Mil (General);
322080 ABC FX I
(Dealing Room)
Direct Dealing Reuters Code: ABCX
Hatem Abou Said,
Senior Vice President &
General Manager for Italy
Sami Bengharsa,
Deputy General Manager
Danilo Pavesi, Operations Manager
Grace D'Ambros, Manager
Guido Bacci, Chief Dealer
Angelo Fossati, Deputy Manager Credit
New York
32nd Floor, 277 Park Avenue
New York, NY 10172-3299, USA
Tel: (1)(212) 583 4720
Fax: (1)(212) 583 0921
Tlx: 661978/427531 ABCNY
(General);
421911/661979 ABCFX
(Dealing Room)
Direct Dealing Reuters Code: ABCN
Geoffrey Milton, First Vice President
& General Manager
Tel: (1)(212) 583 4863
Sheldon Tilney,
Deputy General Manager
Tel: (1)(212) 583 4757
Robert Fitsimons, Assistant General
Manager & Treasurer
Tel: (1)(212) 583 4779
Hussein El-Dada,
Assistant General Manager,
Middle East & North Africa Group
Tel: (1)(212) 583 4872
Derek Hudson,
Vice PresidentlManager,
Latin America Group
Tel: (1)(212) 583 4876
Thomas 1. Cahalane,
Vice President, Operations
Tel: (1)(212) 583 4747

Barbara Sanderson,
Vice President, Credit
Tel: (I) 583 4752
Grant McDonald,
Vice President/Senior Lending
Officer, Corporate Banking
Tel: (1)(212) 583 4759
Louise Bilbro,
Vice President/Senior Lending
Officer, Corporate Banking
Tel: (1)(212) 583 4758
Glenn Corrales, Vice President/
Lending Officer, Latin America
Tel: (1)(212) 583 4873
Andrea McLaughlin,
Vice President/Lending Officer,
Middle East & North Africa
Tel: (1)(212) 583 4870

Representative
Offices
Hong Kong
International Bank of Asia Bldg.
38 Des Voeux Road, Central,
Hong Kong
Tel: (852) 28426157/28426108
Fax: (852) 2845 9270/2524 0806
Tlx: 63394 IBA HX
Michaellpson, Chief Representative
Houston
600 Travis Street, Suite 1900
Houston, Texas 77002, USA
Tel: (I )(713) 227 8444
Fax: (1)(713) 227 6507
Wahid 0. Bugaighis, First Vice
President & Chief Representative
Stephen A. Plauche, Vice President

Singapore Branch
20 Raffles Place, # 11-03 Ocean Towers
Singapore 048620
Tel: (65) 5330315 (General);
(65) 5330 629 (Dealing Room)
Fax: (65) 5335 926 /5333 944
Tlx: RS28989 ABCSNG (General);
RS28991 ABCSNG

Los Angeles
555 South Flower Street, 46th Floor

(Dealing Room)
Cable: ABCBANK SWIFT:
ABCOSGSG
Serene Ho, General Manager
Tel: (65) 5352 868/(65) 4282 180

Rome
Palazzo Doria Pamphilj, Via del
Corso 303, 00186 Rome, Italy
Tel: (39)(6) 678 7805
Fax: (39)(6) 679 35 I6
Tlx: 621297 ABCROM I
Hatem Abou Said,
Senior Vice President & General

Capital Markets/Loan Syndication
Michael Thian, Vice President & Head
Tel: (65) 5353 503/(65) 4282 100
Commercial BankinglTrade Finance
Nai Song Huat, Vice President & Head
Tel' (65) 5337 237/(65) 4282 110
Credit Department
Kimberley Lee,
Acting Branch Credit Officer
Tel: (65) 4282 132
Operations Department
Tan Boon Cheng,
Financial Controller & Head
Tel: (65) 5367 003/ (65) 4282 150
Treasury Department
Ismail Bin Syed Ahmad,
Vice President & Head
Tel: (65) 5352 676/(65) 4282 120

Los Angeles, CA 90017, USA
Tel: (1)(213) 6890121
Fax: (1)(213) 689 1048
Richard Whelan,
Vice President & Manager

Manager for Italy
Subsidiaries
ABC Banque Internationale de
Monaco S.A.M.
Sporting d'Hiver, Place du Casino
B.P. 147 - Monte Carlo
MC 98003, Monaco CEDEX
Tel: (377) 92 165757
Fax: (377) 92 165750
Tlx: 469163 ABC MC
Hatem Abou Said, Executive Chairman
Jean-Michel Famin, General Manager
ABC Finanziaria S.p.A.
Palazzo Doria Pamphilj, Via del
Corso 303, 00186 Rome, Italy
Tel: (39)(6) 678 7807/678 7805
Fax: (39)(6) 678 7413
Hatem Abou Said, Chairman
ABC (IT) Services Ltd.
Arab Banking Corporation House
1-5 Moorgate, London EC2R 6AB, UK
Tel: (44)(171) 7764050
Fax: (44)(171) 606 2708
Tlx: 915687 ABC G
Ian Hyslop, Acting General Manager
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Arab Banking

Corporation
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Daus & Co GmbH
Niedenau 13-19,
60325 Frankfurt am Main,
PO Box 170218,
60076 Frankfurt am Main, Germany
Tel: (49)(69) 714030
Fax: (49)(69) 71403240 (General);
(49)(69) 714 03 299 (Domestic);
(49)(69) 714 03 299
(International) ;
(49)(69) 714 03 350 (Treasury)
Tlx: 414811 DAUS D
Direct Dealing Reuters Code: ABDF
(FX + MM)
Saleh Mohamed AI-Yousuf, Chairman
of the Supervisory Board
Jens-Ove Stier, General Manager
Jurgen Blumschein, General Manager

Banco ABC

-Brasil

S.A.

Avenida Paulista 37, 14th/15th Floors
CEP 01311-902, Sao Paulo, SP. Brazil
Tel: (55)(11)31702000
Fax: (55)(11) 253 5981
Tlx: 30298 ROMA BR
Tito Enrique da Silva Neto, President
Banco Atlantico S.A.
(252 Branches)
Gran Via 48, 28013 Madrid, Spain
Tel: (34)(91) 5389011
Fax: (34)(91) 542 3469
Tlx: 22109/23437 ATLCO E
Abdulmohsen Yousef AI-Hunaif,
Chairman
Antonio Sanchez Pedreno Martinez,
Managing Director
International Bank of Asia Ltd.

ABC International Bank pic
(Head Office)
Arab Banking Corporation House
1-5 Moorgate, London EC2R 6AB, UK
Tel: (44)(171) 7764000 (General)
Fax: (44)(171) 606 9987
Tlx: 893748 ABC GEN G
Sheikh Khalid Ali Alturki, Chairman
Stanislas M. Yassukovich, Deputy
Chairman & Executive Director
Abdulmagid A. Breish,
Chief Executive Officer

(29 Domestic Branches)
International Bank of Asia Bldg.
38 Des Voeux Road, Central,
Hong Kong
Tel: (852) 2842 6222
Fax: (852) 2810 1483
Tlx: 63394 IBA HX

ABC International Bank pic,
London (Branch)
Arab Banking Corporation House
1-5 Moorgate, London EC2R 6AB, UK
Tel: (44)(171) 7764000 (General);
(44)(171) 7264091
(Dealing Room)
Fax: (44)(171) 606 9987
Tlx: 893748 ABC GEN G (General);
892171 ABC FXL G
(Dealing Room)
Direct Dealing Reuters Code: APLC
Frederick Stonehouse, General Manager

Michael Ipson, Executive Vice
President, Corporate and
Investment Banking Group
Bashar Samra,
Executive Vice President,
Consumer Banking Group
David Chan, Executive Vice President,
Financial Control Group

ABC International Bank pic,
Paris (Branch)
49/51 Avenue George V
75008 Paris, France
Tel: (33)(1) 49525400
Fax: (33)(1) 47207469
Tlx: 648343 ABC F (General); 648483
ABCORP (Dealing Room)
Direct Dealing Reuters Code: ABCP
Jean R. Messinesi, General Manager
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ArabBankingCorporationGroup

Direct Dealing Reuters Code: IBAX
IBA's general e-mail address:
iba-info@iba.com.hk
Sheikh Ali Jarrah AI-Sabah, Chairman
Mike Murad, Vice Chairman
& Chief Executive Officer

Representative Office of the above:
IBA Vietnam Representative Office
2nd Floor, 58 Dhong Khoi Street
District 1, Ho Chi Minh City, Vietnam
Tel: (848) 8292 554/8292 559
Fax: (848) 8292 508
Han Long, Representative
Affiliate of International Bank of
Asia Ltd.
IBA Finance Corporation
6th Floor, Singapore International
Airlines Building,
HV de la Costa St., Salcedo Vilage,
Makati, Metro Manila, Philippines
Tel: (632) 894 0945/7
Fax: (632) 894 0948
Jess Clamor, President & Chief
Operating Officer

Credit Group
Credit
Ron Upstone,FirstVice President
& SeniorCredit Officer
Tel: (973) 523280
Economics
Paul Papadopoulos, First Vice President
& Chief Economist
Tel: (973) 533049

Treasury Group
Global Treasury
Mark Leonard, First Vice President
Tel: (973) 533043/523250
Treasury & Marketable Securities
Essam EI Wakil,
First Vice President & Treasurer
Tel: (973) 523274

