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Directors’ Report

On behalf of the Board of Directors of the Bank ABC Group, I am pleased to report that the Group made financial and 
strategic progress during 2016 in spite of the challenging conditions in the Middle East and North Africa (MENA) and 
Brazil. The Bank’s strategy, which was refreshed in early 2015, is delivering results. There has been an improvement in 
the focused use of capital, and the Bank’s net profit rose by 2% to US$183 million (US$180 million in 2015).  Underlying 
this, operating income increased by 19% to US$865 million (US$729 million in 2015), driven by core income growth, 
but also benefiting from hedging currency movements in Brazil (with a related increase in the Group’s tax charge.) 

Notwithstanding market challenges, most of Bank ABC’s operating units performed well improving year on year 
results.  The International Wholesale Bank (centred in Bahrain, London and New York) raised revenues and profits 
while containing credit and achieving results in excess of targeted levels.  Group Treasury & Financial Markets 
stabilised profitability and improved focus on businesses such as debt capital markets, syndications and treasury 
sales.  Particular achievements were two prestigious bond issues for the Kingdom of Bahrain and being ranked 
first among syndicated loan lead managers in MENA by the number of deals arranged. The Group’s wholesale 
businesses continue to provide a broad range of conventional and Islamic financing, trade and risk management 
products to clients, while building its distribution capabilities among investors. The outcome is an increase in steady 
fee income and a more efficient use of capital.

Our subsidiary in Brazil, Banco ABC Brasil (BAB), also performed well, broadly maintaining its net profit levels against 
the headwind of a continuing economic recession, absorbing loan impairments and currency volatility. Similarly, our 
MENA subsidiary banks in Egypt, Jordan, Algeria and Tunisia, performed well on an underlying basis, considering the 
impact of the Egyptian pound’s 50% devaluation since last November.

It is a measure of the strength of our credit risk management process that the ratio of non-performing loans to 
gross loans rose only slightly to 4.1% (3.4% at the end of 2015). This was largely the result of Brazil’s recession, but 
credit mitigation actions have contained the impact and provisions for credit losses were below budgeted levels.

The Bank ABC Group balance sheet remains robust. The Group’s Basel III total capital adequacy ratio at the end of 
the year was 19.1% and Tier 1 ratio was 17.5%. Deposits increased to US$20.12 billion (US$18.5 billion at 2015 year end) 
Liquidity also remained strong. At the end of the year, Bank ABC had a liquid assets-to-deposits ratio of 68% (66% at 
2015 year end). Although not yet formally adopted, the Group is tracking well on Basel III liquidity ratios, with Liquidity 
Coverage Ratio (LCR) estimated significantly in excess of 100% and Net Stable Funding Ratio (NSFR) estimated at 
close to 100% levels a year ahead of the formal BCBS timetable.

As a result of the Group’s focus on improving total return, our increasing business volumes were achieved without 
significant balance sheet expansion and efficient use of capital. Growth in assets was controlled reaching US$30.1 
billion (US$28.2 billion at 2015 year end), with a significant increase from FX translation of assets from BAB. 

It is also testimony to the Bank’s balance sheet strength and management of its business that despite economic 
challenges in key markets, Standard & Poor’s and, more recently in November, Fitch Ratings, both affirmed the 
Bank’s rating as investment grade BBB-, the latter preserving its stable outlook.

Reflecting our goal of expanding the geographic footprint, Bank ABC has been granted permission to open a 
full-fledged branch in Singapore, with our plan to open in the DIFC at an advanced stage. The Bank has a unique 
international geographic footprint, as a leading MENA international bank with offices spanning North America, Latin 
America, Europe, Asia and Africa. This lies at the heart of our strategy, enabling us to continue to capture flows of 
capital and trade between different parts of the world and the MENA region.
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The Group’s organisational health is increasingly robust.  We continue to invest in the risk management framework. 
Furthermore, there was a drive to improve the financial crime side of regulatory compliance, with recruitment of 
specialists and implementation of new systems. From an operations perspective, controls are being improved and 
initiatives to bolster cyber security were adopted.

Turning to Board matters, I would like to thank former Board member Mr. Isam Ghellai, who resigned during 2016, for 
his valuable support and assistance. Equally, I welcome our new Board member Mr. Ahmed Ferjani and look forward 
to his contributions as we move forward with executing ABC’s transformation strategy.

As always, I wish to express my gratitude to our employees and management for their hard work, loyalty and 
commitment.  2016 has been a challenging year, we have collectively made great progress towards delivering our 
strategy. Similarly, I would like to acknowledge the support and guidance of the regulatory authorities in our countries 
of operation, especially the Central Bank of Bahrain, our Group home regulator.

My fellow directors and I are grateful for the enduring support and contributions of our two major shareholders – 
the Central Bank of Libya and Kuwait Investment Authority. Bank ABC is privileged to have shareholders that are so 
committed to supporting its strategy.

Looking to 2017 and beyond, the Board will continue to direct the implementation of the Group’s strategy. In doing so, 
we will aim to enhance the use of capital, improve the performance of our Wholesale and Treasury businesses, grow 
our MENA and Brazil businesses, and further strengthen our organisational health and efficiency. 

Saddek Omar El Kaber
Chairman


