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Financial highlights

2011 2012 2013 2014 2015
Net interest income 58.9 65.8 68.9 72.3 2.7
Other income 46.9 42.9 43.5 45.2 48.4
Operating expenses 47.9 50.6 54.4 46.2 49.8
Net profit 31.8 42.4 45.1 50.1 53.2
Cash dividend 25% 10% 10% 20% 25%
Stock dividend — 10% 10% 5% -
Total assets 2,765 3,108 3,231 3,501 3,646
Loans and advances 1,407 1,459 1,619 1,846 1,765
Investments 830 937 I B 1,116 1,188
Customer deposits 2,076 2,205 2.353 2,471 2,643
Term borrowings 237 238 2359 241 205
Total equity 238 290 333 359 361
Earnings per share (fils) 38 46 44 47 50
Cost/income 45.30% 46.54% 48.41% 39.33% 41.14%
Return on average assets 1.20% 1.46% 1.43% 1.49% 1.44%
Return on average equity 13.42% 16.34% 14.56% 13.93% 14.79%
Profit per employee (BD) 28,952 38.789 45,232 48,826 52,169
Capital adequacy 14.85% 14.29% 15.33% 15.63% 14.87%
Equity/total assets 8.61% 9.32% 10.31% 10.26% 9.89%
Debt/equity 99.41% 82.18% 71.94% 67.05% 56.74%
Loans and advances/total assets 50.87% 48.23% 50.10% 52.74% 48.40%
Loans and advances/customer deposits 67.75% 67.98% 68.79% 74.72% 66.78%
Investments excluding treasury bills/total assets 22.24% 24.85% 24.82% 23.53% 21.77%
Liquid assets/total assets 34.98% 36.50% 33.25% 29.19% 32.04%
Net yield ratio 2.38% 2.50% 2.39% 2.32% 2.12%
Number of employees 1,098 1,092 996 1,026 1,020
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Board of Directors' report

Customer deposits
BD millions

+7.0%

Net interest income
BD millions

Net profit
BD millions

+6.2%

BBK'’s new three-year strategy
builds on the 2013-15 business
plan that proved so successful in
generating expansion and
diversification.

+0.6%

Total assets BD millions

2015 3,646
2014

2013 3, Operating environment

2012 : Market conditions posed many challenges during 2015, not least the sustained decline in oil prices. At the

2011

end of last year, analysts were reasonably confident of an olil price rebound by mid-2015. This did not
materialise. In fact benchmark prices dropped even further, significantly affecting government spending, the
main driver of the overall regional economy.

It is clear now that the fall in oil prices is part of a longer economic cycle and the current situation may prevail
for another one to two years. Previous downturns in the oil price followed a similar pattern and a short-term
recovery is unlikely.

Internationally, volatility in interest and foreign exchange rates, especially in the second half of the year,

continue to be problematic. Nevertheless, BBK responded very well to these challenges and the Bank's 2015
results are all the more commendable in such circumstances.

A year of strategic progress

The decision to opt for early re-financing of a $500 million bond maturing in October proved very prudent and
timely. Going to the market in March to raise $400 million meant bearing duplicate funding costs, but
eventually this was more than offset by the change in markst sentiment and the increase in rates.

The March issue was closed at 3.5 percent. By the second half of the year the going rate had doubled and
market appetite all but evaporated. The 5100 million differential between the maturing bond and new funding
was more than covered by the growth in customer deposits.

Plans for selective international expansion continued to advance, with approval granted in January 2016 for
BBK's representative office in Turkey. The Central Bank of Bahrain (CBB) has also approved our proposed
joint venture in the UK and an application to the British regulator will be submitted soon.

Financial highlights

BBK achieved a net profit of BD 53.2 million for 2015, surpassing the previous year by BD 3.1 million, a 6.2
percent improvement. Net interest income rose marginally to BD 72.7 million, and shareholders' equity rose
by 0.4 per cent to BD 361 million.

The Bank delivered consistent underlying performance in its core business, demonstrating the strength of its
strategy and management team. The total balance sheet strengthened to BD 3,646 million by the end of
2015, an increase of BD 146 million over 2014. This was driven by further growth in customer deposits, which
rose by BD 172 million or 7.0 percent. BBK's reputation as one of the strongest and most community-
oriented banks in the Kingdom of Bahrain continues to inspire the confidence of new and existing customers.

BBK's capital adequacy ratio remained above the minimum regulatory requirement at 14.87 percent, with the
ratio of liquid assets to total assets strengthening to 32.0 percent, from 29.2 percent in 2014,

The Board has recommended a cash dividend of 25 fils per share.

Business review
The benefits of BBK's strong position in the domestic market, coupled with excellent performance by its
subsidiaries and good performance by its overseas operations, were very evident in the Bank's 2015 results.

Despite the challenging environment, the Bank's strategy and direction provided agility, enabling BBK to
maintain a positive outlook and benefit from its focus on customers and service excellence. Although national
GDP growth over the period was in the region of 3.0 percent, BBK recorded growth of 6.2 percent on its
bottom line.

The balance sheet was strengthened by substantial growth in the value of liquid assets, while an increase in
fee income from various services helped to reinforce the bottom line, compensating for the slow-down in the
growth of the loans portfolio. Deposit growth shows the high level of public confidence in BBK, with funds
flowing from individuals and institutions, again strengthening the Bank's overall financial position.

Cross-border operations continued to make a positive contribution to the year's results, with most units
performing well. BBK's representative office in the UAE maintained its excellent performance of recent years,
while Kuwait branch also met expectations. India has four branches now but is still a market under
development, especially the Aluva and New Dslhi branches, which were inaugurated in the past two years
and will take at least two more years to begin achieving their potential.

Cost/income ratio

While BBK's cost/income ratio rose
marginally over the last year, the four-year
trend is a significant improvement: from

46.54% in 2012 to 41.14% in 2015. CrediMax, BBK's specialist credit card subsidiary, is already a market leader and continues to perform

exceptionally well, amply justifying the Bank's policy of reinvesting annual profits rather than drawing
dividends. Credimax expansion in Iragi Kurdistan is still being pursued.

In Kuwait, the joint venture between the Bank's call-centre subsidiary Invita and a quasi-government firm
provides efficient and highly effective call centre services to other banks, government departments, utilities,
and embassies.

Two key developments occurred just after the year-end in January 2016. Approval was received from Turkey's
Banking Regulation and Supervision Agency (BDDK) to open a BBK representative office in Istanbul. And at
home in Bahrain, the new Hidd branch was inaugurated.

Close attention to the loan quality and recovery efforts contributed to a significant improvement in the ratio of
non- performing loans (NPLs), which stood at close to 6.2 percent two years ago. Writing off legacy loans and
pursuing recovery from borrowers has resulted in the ratio being reduced to almost 4.4 percent, very much in
line with CBB guidelines. NPLs are covered about two times by provisions and the underlying securities.

Regulatory compliance and governance

BBK's status as a Domestic Systemically Important Bank (D-51B), conferred by the CBB and reflecting BBK's
importance to the national economy, brings added responsibilities and procedures. Mestings with the CBB
that previously took place annually are now conducted quarterly, and more detailed information is being
supplied.

The CBB is also encouraging greater involvement by the Board of Directors and the Bank's various Board
and management committees. Improved governance practices include special attention to Board training,
covering issues such as risk management and succession planning.

The requirements of Basel lll, the global framework on bank capital adequacy, also form a much more
stringent compliance regimen, entailing close coordination between the Bank's divisions and its various areas
of operation. The new rules stipulate more frequent inspections of compliance processes and procedures
meetings but BBK has responded proactively, taking the initiative in meeting the requirements of domestic
and international regulators well ahead of schedule. The Bank has also established a comprehensive
Recovery and Resolution plan in accordance with CBB requirements.

The Bank has long been a leader in matters of corporate governance and compliance, not only implementing
all official requirements but making full disclosure of its policies and practices on its website and in statutory
reports. It meets all the specifications of the Foreign Account Tax Compliance Act, a United States federal law
requiring US citizens including those living outside the US to report their non-US financial accounts, and the
anti-money laundering guidelines specified by the global Financial Action Task Force.

The Bank's leadership in this area has been recognised four times by Hawkamah, the corporate governance
institute, which gave BBK the award for excellent corporate governance practices.

Appropriations
The Board of Directors recommends the below-listed appropriations of the Bank’s net profit for approval by
shareholders:

Retained earnings as at 1 January 2015 82,017
Profit for the year 2015 53.212
Transfer to general reserve (2,5795)
Transfer to statutory reserve (2.575)
Proposed appropriation for donations (1,400)
Retained earnings as at 31 December 2015 available for distribution (before proposed dividend) 128,679
Earnings per share Proposed cash dividends (25% of paid-up capital, net of treasury stock) (26,611)
Other positive changes in retained eamings 512
Retained earnings as at 31 December 2015 (after proposed dividend) 102,580

BEK’s earnings per share (EPS) rose once
again in 2015, by 6.4%. Over the last five
years, EPS has increased by no less than
31.6%, from 38 fils in 2011 to 50 fils in

Loocking ahead
The Bank's new three-year strategy — approved by the Board of Directors in December — builds on the 2013-
15 business plan that proved so successful in generating expansion and diversification. The same principles

continue as the foundations for sustained success and achieving BBK's vision to be the premier regional

2015.
financial services enterprise, providing superior products and services through innovation, technology, and
lifelong customer relationships.
The three core elements of the new strategy are: consolidating the Bank's position in Bahrain; growing fee-
driven business (as opposed to lending activities); and optimising BBK's international network by diversifying
and expanding into new markets.
The Bank has made full commitment to further international expansion. Developing new business in Bahrain
is also very important, although constrained by the already high market share and limited growth
opportunities.
Trade finance is seen as an important opportunity. A significant investment in technology is being considered
that would create potential for an appealing customer proposition, meeting all requirements for convenience
and speed of service.
In all new initiatives, the primary consideration will be commercial viability: seeking synergies and ensuring
that any new ventures achieve returns on investment that are as good as, if not better than, BBK's
outstanding historical performance.
Maintaining and improving the Bank's capital position and capital adequacy will be a priority, especially in the
context of more stringent domestic regulatory requirements and compliance with the rigorous specifications
of Basel Il for stress testing and market liquidity risk. This was evident from the Board Directors' direct
involvement in 2015, working with the management team to identify ways to strengthen BBK's capital
adequacy, and the timing for its implementation.
Appointment of auditors
At the Annual General Meeting held on 10 March 2015, Ernst & Young were re-appointed as external auditors
to the Bank for the financial year ending 21 December 2015.
Ratings
Both major rating agencies — Fitch and Moody's — adjusted BBK's ratings in 2015, following changes in the
Kingdom of Bahrain's sovereign ratings.
Moody's commented in its 27 November credit opinion: “BBK's bal BCA captures its strong domestic
franchise, leading to a comfortable liquidity and funding profile, which in addition to recent efficiency
improvements supports profitability.
“The negative outlook is in line with the negative outlook on Bahrain's Baa3 ratings, and partly signals
authorities' potentially reduced capacity to support the banking system.”
On 9 December, Fitch Ratings also revised its outlook on BBK from ‘stable' to ‘negative’, while affirming the
Bank's long-term issuer default rating at ‘BBB-'. This automatically followed Fitch's 4 December ravision of
Bahraini sovereign rating from ‘stable’ to ‘negative’.
Fitch commented: “BBK's viability rating is supported by the bank's satisfactory and fairly resilient financial
performance, despite the uncertain operating environment in Bahrain. Its well-established franchise and
satisfactory funding and liquidity indicators are important rating drivers.”
: Fitch Moody's
Fitch o _
Lﬂng Term lzsuer Default Hﬂtiﬂg ) =
Long Term Issuer Default Rating BBE- Bank Deposits Baad/P-3
Short Term Issuer Default Hatlng Fa3 Baseline Cradit Assessment ba1
Viability Rating Bbb-  Adjusted Baseline Credit Assessment ba1
Support Rating 2 Baa3(en)/P-
Long Term Bank Deposits Outlook Negative Senior Unsecured Baa3
Report ssue date: 9 December 2015 Subordinate nes
Outiook Negative

Report issue date: 27 November 2015

Appreciation

The Board extends its gratitude to BBK's shareholders for their continued confidence, to our clients for their
loyalty and patronage, and to BBK's management and employees for the hard work and commitment that
underpins another year of excellent results for the Bank.

On behalf of the Board of Directors

Murad Ali Murad

Chairman
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2012 : Market conditions posed many challenges during 2015, not least the sustained decline in oil prices. At the

2011

end of last year, analysts were reasonably confident of an olil price rebound by mid-2015. This did not
materialise. In fact benchmark prices dropped even further, significantly affecting government spending, the
main driver of the overall regional economy.

It is clear now that the fall in oil prices is part of a longer economic cycle and the current situation may prevail
for another one to two years. Previous downturns in the oil price followed a similar pattern and a short-term
recovery is unlikely.

Internationally, volatility in interest and foreign exchange rates, especially in the second half of the year,

continue to be problematic. Nevertheless, BBK responded very well to these challenges and the Bank's 2015
results are all the more commendable in such circumstances.

A year of strategic progress

The decision to opt for early re-financing of a $500 million bond maturing in October proved very prudent and
timely. Going to the market in March to raise $400 million meant bearing duplicate funding costs, but
eventually this was more than offset by the change in markst sentiment and the increase in rates.

The March issue was closed at 3.5 percent. By the second half of the year the going rate had doubled and
market appetite all but evaporated. The 5100 million differential between the maturing bond and new funding
was more than covered by the growth in customer deposits.

Plans for selective international expansion continued to advance, with approval granted in January 2016 for
BBK's representative office in Turkey. The Central Bank of Bahrain (CBB) has also approved our proposed
joint venture in the UK and an application to the British regulator will be submitted soon.

Financial highlights

BBK achieved a net profit of BD 53.2 million for 2015, surpassing the previous year by BD 3.1 million, a 6.2
percent improvement. Net interest income rose marginally to BD 72.7 million, and shareholders' equity rose
by 0.4 per cent to BD 361 million.

The Bank delivered consistent underlying performance in its core business, demonstrating the strength of its
strategy and management team. The total balance sheet strengthened to BD 3,646 million by the end of
2015, an increase of BD 146 million over 2014. This was driven by further growth in customer deposits, which
rose by BD 172 million or 7.0 percent. BBK's reputation as one of the strongest and most community-
oriented banks in the Kingdom of Bahrain continues to inspire the confidence of new and existing customers.

BBK's capital adequacy ratio remained above the minimum regulatory requirement at 14.87 percent, with the
ratio of liquid assets to total assets strengthening to 32.0 percent, from 29.2 percent in 2014,

The Board has recommended a cash dividend of 25 fils per share.

Business review
The benefits of BBK's strong position in the domestic market, coupled with excellent performance by its
subsidiaries and good performance by its overseas operations, were very evident in the Bank's 2015 results.

Despite the challenging environment, the Bank's strategy and direction provided agility, enabling BBK to
maintain a positive outlook and benefit from its focus on customers and service excellence. Although national
GDP growth over the period was in the region of 3.0 percent, BBK recorded growth of 6.2 percent on its
bottom line.

The balance sheet was strengthened by substantial growth in the value of liquid assets, while an increase in
fee income from various services helped to reinforce the bottom line, compensating for the slow-down in the
growth of the loans portfolio. Deposit growth shows the high level of public confidence in BBK, with funds
flowing from individuals and institutions, again strengthening the Bank's overall financial position.

Cross-border operations continued to make a positive contribution to the year's results, with most units
performing well. BBK's representative office in the UAE maintained its excellent performance of recent years,
while Kuwait branch also met expectations. India has four branches now but is still a market under
development, especially the Aluva and New Dslhi branches, which were inaugurated in the past two years
and will take at least two more years to begin achieving their potential.

Cost/income ratio

While BBK's cost/income ratio rose
marginally over the last year, the four-year
trend is a significant improvement: from

46.54% in 2012 to 41.14% in 2015. CrediMax, BBK's specialist credit card subsidiary, is already a market leader and continues to perform

exceptionally well, amply justifying the Bank's policy of reinvesting annual profits rather than drawing
dividends. Credimax expansion in Iragi Kurdistan is still being pursued.

In Kuwait, the joint venture between the Bank's call-centre subsidiary Invita and a quasi-government firm
provides efficient and highly effective call centre services to other banks, government departments, utilities,
and embassies.

Two key developments occurred just after the year-end in January 2016. Approval was received from Turkey's
Banking Regulation and Supervision Agency (BDDK) to open a BBK representative office in Istanbul. And at
home in Bahrain, the new Hidd branch was inaugurated.

Close attention to the loan quality and recovery efforts contributed to a significant improvement in the ratio of
non- performing loans (NPLs), which stood at close to 6.2 percent two years ago. Writing off legacy loans and
pursuing recovery from borrowers has resulted in the ratio being reduced to almost 4.4 percent, very much in
line with CBB guidelines. NPLs are covered about two times by provisions and the underlying securities.

Regulatory compliance and governance

BBK's status as a Domestic Systemically Important Bank (D-51B), conferred by the CBB and reflecting BBK's
importance to the national economy, brings added responsibilities and procedures. Mestings with the CBB
that previously took place annually are now conducted quarterly, and more detailed information is being
supplied.

The CBB is also encouraging greater involvement by the Board of Directors and the Bank's various Board
and management committees. Improved governance practices include special attention to Board training,
covering issues such as risk management and succession planning.

The requirements of Basel lll, the global framework on bank capital adequacy, also form a much more
stringent compliance regimen, entailing close coordination between the Bank's divisions and its various areas
of operation. The new rules stipulate more frequent inspections of compliance processes and procedures
meetings but BBK has responded proactively, taking the initiative in meeting the requirements of domestic
and international regulators well ahead of schedule. The Bank has also established a comprehensive
Recovery and Resolution plan in accordance with CBB requirements.

The Bank has long been a leader in matters of corporate governance and compliance, not only implementing
all official requirements but making full disclosure of its policies and practices on its website and in statutory
reports. It meets all the specifications of the Foreign Account Tax Compliance Act, a United States federal law
requiring US citizens including those living outside the US to report their non-US financial accounts, and the
anti-money laundering guidelines specified by the global Financial Action Task Force.

The Bank's leadership in this area has been recognised four times by Hawkamah, the corporate governance
institute, which gave BBK the award for excellent corporate governance practices.

Appropriations
The Board of Directors recommends the below-listed appropriations of the Bank’s net profit for approval by
shareholders:

Retained earnings as at 1 January 2015 82,017
Profit for the year 2015 53.212
Transfer to general reserve (2,5795)
Transfer to statutory reserve (2.575)
Proposed appropriation for donations (1,400)
Retained earnings as at 31 December 2015 available for distribution (before proposed dividend) 128,679
Earnings per share Proposed cash dividends (25% of paid-up capital, net of treasury stock) (26,611)
Other positive changes in retained eamings 512
Retained earnings as at 31 December 2015 (after proposed dividend) 102,580

BEK’s earnings per share (EPS) rose once
again in 2015, by 6.4%. Over the last five
years, EPS has increased by no less than
31.6%, from 38 fils in 2011 to 50 fils in

Loocking ahead
The Bank's new three-year strategy — approved by the Board of Directors in December — builds on the 2013-
15 business plan that proved so successful in generating expansion and diversification. The same principles

continue as the foundations for sustained success and achieving BBK's vision to be the premier regional

2015.
financial services enterprise, providing superior products and services through innovation, technology, and
lifelong customer relationships.
The three core elements of the new strategy are: consolidating the Bank's position in Bahrain; growing fee-
driven business (as opposed to lending activities); and optimising BBK's international network by diversifying
and expanding into new markets.
The Bank has made full commitment to further international expansion. Developing new business in Bahrain
is also very important, although constrained by the already high market share and limited growth
opportunities.
Trade finance is seen as an important opportunity. A significant investment in technology is being considered
that would create potential for an appealing customer proposition, meeting all requirements for convenience
and speed of service.
In all new initiatives, the primary consideration will be commercial viability: seeking synergies and ensuring
that any new ventures achieve returns on investment that are as good as, if not better than, BBK's
outstanding historical performance.
Maintaining and improving the Bank's capital position and capital adequacy will be a priority, especially in the
context of more stringent domestic regulatory requirements and compliance with the rigorous specifications
of Basel Il for stress testing and market liquidity risk. This was evident from the Board Directors' direct
involvement in 2015, working with the management team to identify ways to strengthen BBK's capital
adequacy, and the timing for its implementation.
Appointment of auditors
At the Annual General Meeting held on 10 March 2015, Ernst & Young were re-appointed as external auditors
to the Bank for the financial year ending 21 December 2015.
Ratings
Both major rating agencies — Fitch and Moody's — adjusted BBK's ratings in 2015, following changes in the
Kingdom of Bahrain's sovereign ratings.
Moody's commented in its 27 November credit opinion: “BBK's bal BCA captures its strong domestic
franchise, leading to a comfortable liquidity and funding profile, which in addition to recent efficiency
improvements supports profitability.
“The negative outlook is in line with the negative outlook on Bahrain's Baa3 ratings, and partly signals
authorities' potentially reduced capacity to support the banking system.”
On 9 December, Fitch Ratings also revised its outlook on BBK from ‘stable' to ‘negative’, while affirming the
Bank's long-term issuer default rating at ‘BBB-'. This automatically followed Fitch's 4 December ravision of
Bahraini sovereign rating from ‘stable’ to ‘negative’.
Fitch commented: “BBK's viability rating is supported by the bank's satisfactory and fairly resilient financial
performance, despite the uncertain operating environment in Bahrain. Its well-established franchise and
satisfactory funding and liquidity indicators are important rating drivers.”
: Fitch Moody's
Fitch o _
Lﬂng Term lzsuer Default Hﬂtiﬂg ) =
Long Term Issuer Default Rating BBE- Bank Deposits Baad/P-3
Short Term Issuer Default Hatlng Fa3 Baseline Cradit Assessment ba1
Viability Rating Bbb-  Adjusted Baseline Credit Assessment ba1
Support Rating 2 Baa3(en)/P-
Long Term Bank Deposits Outlook Negative Senior Unsecured Baa3
Report ssue date: 9 December 2015 Subordinate nes
Outiook Negative

Report issue date: 27 November 2015

Appreciation

The Board extends its gratitude to BBK's shareholders for their continued confidence, to our clients for their
loyalty and patronage, and to BBK's management and employees for the hard work and commitment that
underpins another year of excellent results for the Bank.

On behalf of the Board of Directors

Murad Ali Murad

Chairman
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Chief Executive's review

In March, we raised $400 million in capital
markets, largely replacing the bond that
was maturing in October. With hindsight,
the decision to go to market early proved
very favourable, despite the duplicate
holding costs.

We faced and overcame challenges during 2015, recording very satisfactory results despite the unfavourable
conditions that prevailed for most of the year. Oll prices continued to be depressed, reducing the funding
capabilities of regional governments, and the volatility of finance markets and exchange rates created
difficulties at a global level.

Nevertheless, our strategic approach and direction proved equal to the circumstances. We maintained our
record of year-on-year profit increases, achieved healthy balance sheet growth, and further strengthened our
liquidity and funding position.

The domestic economy

Bahrain is relatively well prepared to cope with a continued downward trend in regional and international
economies. Diversification into non-oil sectors, which now account for 80 percent of GDP, has helped offset
the impact of depressed oil prices. However, the Kingdom lacks the cushion of current account surpluses
held by other Gulf states. The Government is responding by reducing the subsidies that have applied to items
such as fuel, electricity, and foodstuffs.

Fitch Ratings has revised its outlook on Bahraini sovereign rating from ‘stable’ to ‘negative'. Following the
weakening of Bahrain's ability to support its domestic banks, BBK — as a Domestic Systemically Important
Bank (D-SIB) — has had a corresponding revision in rating.

Strengthening foundations

The Central Bank of Bahrain's selection of BBK as a D-5SIB, coupled with the new Basel Il regulatory
framework, makes capitalisation more challenging — a D-5IB bank has more onerous requirements — and this
Issue is being addressed as we finalise BBK's strategic plan for 2016-18.

Strong capital adequacy ratios are essential to maintain the normal growth in our balance sheet and bottom
line, and we are evaluating various options to increase capital by about BD 100 million.

During 2015, our liquidity — especially in dollar terms and also in domestic currency — was strengthened in
several ways. In March, we raised $400 million in capital markets, largely replacing the bond that was
maturing in October. With hindsight, the decision to go to market early proved very favourable, despite the
duplicate holding costs.

We secured the funding at an attractive rate, whereas the market may well have been closed to us had we
waited till later in the year. By then, market sentiment had turned negative and rates had roughly doubled.

We have also engaged in several other transactions to bolster liquidity, such as repo deals with international
banks that have extended our maturity profile. Our special relationship with institutional shareholders in
Kuwait has alzo been very valuable in the long-term placement of dollars.

Consequently, we have a very satisfactory liquidity position and a good balance between dollars and Bahraini
dinars. This is particularly relevant against a background of rising deposit rates and increased cost of funding.
For example, the CBEB's BIBOR rate has moved from 0.7 percent to 1.5-1.7 percent in the past year.

The recent re-rating of Bahrain by the international agencies is a matter of some concern. The country being
downgraded from ‘investment' status will affect banks like BBK — the cost of borrowing will rise and our
ability to raise funds in the international markets will weaken. This in turn will impact end-users as the
increased cost of funding is factored into lending rates.

Further strengthening of capital adequacy is therefore a high priority. The Board has held extensive
discussions on this issue, bringing in expert advisers and consulting with institutional shareholders. We now
have a detailed plan in place that will address our needs, both in the short term and further into the future.

Growth areas

‘gj?::;_., f*-_k Expansion and diversification continue. Our Hidd branch in Bahrain officially opened on 13 January 2016.
',i\ IL]: | ¢ Based at the Hidd Medical Centre — itself a BBK funded project, part of our corporate social responsibility
o0 activities — the new branch serves customers in the medical centre and throughout the entire Hidd area.
Branch automation has migrated to a new The Bahraini and Turkish regulators have both approved the opening of BEBK's representative office in Turkey.
DIEI‘“I':”’“"' that Qi":"EE‘ custc:mgs improved And the CBB approved our proposal to establish a joint-venture wholesale investment firm in London. The
efficiency in online transactions. licence application to the UK regulator is now being prepared and we are optimistic that this will be granted.

Trade finance has been identified as an area of significant potential growth. Technology upgrades are
2015 +01.9% necesszary to take advantage of this opportunity and the necessary investment has been allocated as part of
the Bank's new three-year strategy.

2014 +67.3%

Plans to expand CrediMax into Erbil in Iragi Kurdistan have been affected by the continuing conflict in that
region, but we believe the proposition is still sound and we will be working with the Central Bank of Irag to
gain formal approval once the geopolitical situation becomes clearer. We are also exploring the potential for
Credimax to enter a new GCC market. Discussions with the relevant authorities have established initial
acceptability and we are now proceeding with formal submissions.

The new BBK branch in Delhi — our fourth in India — is bedding-in well and is on track to mest expectations.
As with all new branches, it takes two to three years before full potential begins to be realised.

More international expansion initiatives feature in the Bank's new three-year strategy. Our growth in Bahrain is
imited by an already strong market position, and expansion in Middle East countries and other parts of the
world is our clear path to sustaining growth.

Fees for the various services provided by BBK compensated for the slowdown in the growth in our loan
portfolio during 2015. Although there is a definite market for loans, we must take into account capital
adequacy considerations. Our ratios are in line with Basel Il requirements, but a greater margin is needed to
enable spare capacity to grow the loan portfolio.

Deposit growth in 2015 shows the high level of confidence in the Bank, having attracted increased volumes of
funds from both institutions and individuals.

Technology

The Bank's business continuity plan has achieved 150 22301 certification, which confirms that the plan
reduces the possibility of a disruptive incident, and if such an incident does occur, the organisation is ready to

respond effectively and minimise potential damage. Certification is a requirement by the CBB and is subject

BBK's leadership in banking technology to re-testing every three years.
was recognised at the Banker Middle East

Product Awards 2015, designed to

encourage, inspire, and reward

distinction, setting the standard for others The new electronic funds transfer system introduced by the CBB enables retail banks to conduct various

within the banking sector. transfers and payments from different channels of communication through branches or online and mobile
banking. The system applies to domestic transactions and is more cost-effective than using the international
system, while maintaining the highest levels of confidentiality.

Branch automation has migrated to a new platform that gives customers improved efficiency in online
transactions and also supports business continuity by creating a very stable IT working environment.

A programme to upgrade ATMs is introducing machines with multi-function capabilities to replace the
traditional deposit and withdrawal models. During 2015, 10 new machines became operational, with a further
20 planned over the next year and continuing until the entire network of about 50 ATMs is multi-functional.

The high standards of information security within the Bank were underlined by qualifying for IS0 27001-2013
certification.

Compliance

For years, BBK has been recognised for excellent corporate governance practices. Further developments in
BBK's compliance management include consolidating overseas branches' compliance under the Head Office
code and Central Bank of Bahrain requirements, as well as regulatory requirements in their country of
operation.

The CBB is also introducing a separate compliance structure for conventional and Shariah practices, such as
maintaining separate accounting streams. BBK is well advanced in meeting the new requirements and is
awaiting CBB approval for its new structure, having had a special task force working on the project and
meeting weekly during the past year.

Compliance testing became a central bank requirement in 2015, with BBK successfully demonstrating
fulfilment of its obligations to meet the CBB's rulebook.

Operations

Cash management is migrating customers from manual to electronic processing of transactions. As a result,
corporate and SME payroll business has increased by about 150 percent.

BBK's programme has trained about 120 Market share in trade finance has also grown, largely because of increased volumes of letters of credit for

graduates since 2004, all products of local and international businesses,
highly reputed local and international
universities. A number of graduates now
hold senior positions within the Bank.

BBK's ‘straight-through processing' (STP) capabilities in Bahrain received awards from Barclays and JP
Maorgan, while BBK Kuwait received the same from Standard Chartered Bank. STP enables the entire process
for capital market and payment transactions to be conducted electronically without the need for manual
intervention, and is now a standard BBK practice.

Our people

A new remuneration system that links rewards to performance has been signed-off by the CBB. The system
alzso takes into account the levels of risk for which employees are responsible. And a new Women's
Empowerment Policy was announced to coincide with International Women's Day. The aim is to promote
gender equality at all levels, and underlines BBK's commitment to women's empowerment and its corporate
social responsibility.

Internally, the Bank is accelerating the development of female managers through fast-track programmes and
ensuring equal access to education and training, with the aim of achieving a gender balance in senior
management. Currently, women comprise about 35 percent of BBK employees, many holding managerial
positions. The Bank's relationships with women-owned businesses are also being expanded and reinforced.

Formation of the BBK Alumni Club strengthens the bonds between the Bank and its former employees,
bridging the gap through various activities arranged by the club and showing appreciation of the role of
former employees in the development of Bahrain's financial sector. Over the Bank's 45 years of existence, it
has had about 3,500 employees — with several hundred attending the first reunion of the Alumni Club in
December.

BBK's Management Trainee Development Programme is now in its seventh cycle sincse inception in 2004, A
total of 18 new graduates, selected in 2014 from more than 400 applicants, continued in 2015 the final
phases of the programme which nurtures banking expertise in young Bahrainis and covers all areas of
banking.

Since inception, the programme has trained about 120 graduates, including the current intake. All are
products of highly reputed local and international universities and have exhibited leadership skills and
capabilities, a key requirement for selection. The first four-month phase of the programme involves
comprehensive training at the Bahrain Institution of Banking and Finance, followed by practical on-the-job
experience at BBK, rotating through various functions and departments.

Conclusion

As we embark on a new three-year strategy cycle we can be confident that we have built the foundations well
and that further diversification and cross-border expansion will continue to fuel long-term growth.

On behalf of BBEK's management team, | thank our Board of Directors for their valued guidance in the course
of the year. Our thanks go also to the Central Bank of Bahrain, the Bahrain Bourse, and the regulators of the
state of Kuwait, the Republic of India, and the United Arab Emirates.

We gratefully acknowledge the support of our loyal customers everywhere, and of course the effort and
commitment of our employees who contribute so much to our continued success.

Abdulkarim Ahmed Bucheery

Chief Executive
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Chief Executive
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BSc, University of Aleppo, Syria (1976).

38 vears' banking experience.
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Corporate social responsil

Investing in people and communities is a
long-held BBK commitment, recognition that
business success is inextricably linked with
social responsibility. =

‘Golden Award’ honours BBK's CSR leadership

Recognition of BBK's BBK's leadership in this area received prominent recognition during 2015 in the form of the Golden Award

CSR efforts and Certificate of Merit from the Arab Organization for Corporate Responsibility and the Excellence Awards
Academy.

BBK received the Golden Award and the

Certificate of Merit for Corporate Social The award gives even greater impetus to BEK’s corporate social responsibility efforts as it continues to act in

Responsibility from the Arab Organization the most ethical and transparent manner while striving to further expand its support to economic, social, and

for Corporate Responsibility and the educational development. This ranges from financing infrastructure projects to offering innovative banking

Excellence Awards Academy. solutions, as well as giving back to society.

By supporting employees, empowering customers and investors, and responding to the needs of
. communities, BBK nurtures sustained growth while stimulating long-term prosperity and economic
BBK development within the Kingdom of Bahrain.

Stemming from its belief in fulfiling corporate obligation towards society and taking an active role in the
community where it operates, BBK has a high-level donation policy that governs the Bank's support of
various non-profit organisations in education, health, environment, and philanthropy.

Every year the Bank allocates substantial donations and sponsorships that benefit community-related
projects and worthy causes. An annual appropriation is approved by shareholders, amounting to BD 1.39

million in 2015.

Investing in people

Among many far-reaching CSR initiatives, BBK is committed to enhance the career development of its
employees and to empower them with greater responsibilities. The Bank is proud to have 96 percent
Bahrainisation.

Investing in Bahrainis through training initiatives and professional development empowers them with
professional skills and opportunities for career advancement and leadership positions. BBK also rewards
employess through competitive benefits, stock options, health and lifs insurance savings, retirement
programmes, and a well-formulated recognition system.

Proud to be an ‘employer of choice’, BBK rewards long-standing employees who have contributed to the
success of the Bank over many years and recognises them at the annual awards ceremony, marking
progressive length of service in five-year periods over 10 to 40 years. The Bank also has an alumni club for
former employees to preserve the ties between past and present members of the BBK family.

Contributing to women’s empowerment

2015 marked the l