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RATINGS FINANCIAI. HIGHLIGHTS
Current  Last Changed uSDH (mn) 2000 2000 2008 2007
_ ' - From Date JOD (mn) usD Job  JoD  JOD
Sovereign
) ) Total Assets 3,075 2,183 1,848 1,598
Léz"?_ﬁ?’rm; gB ;BB Sep 03 et Financing 1,530 1086  95¢ 755
o ?1 - ke'm- Stable - - Total Deposits* 2.716 1929 1,580  1.381
Moo - - . Total Capital 273 194 189 157
. : C Gross Income 113 80 50 64
Foreign Currency o Net Profit 39 28 35 23
Long-Term: BB . = BB Sep 03 Exchange Rate: LSD/OD 0.7100  0.7082  0.7090
Shar-Term: B . - - *Customer + Interiank
Financial Strength “BBB-- BB+ Oct 06 % 2000 2008 2007
: NPF / Gross Firancing 4,02 3.75 4.24
o FLR / NPF* 46.76 41.29 35.95
. Support 3 oo- - Capital Adeguany Ratio 1447 1373 15869
) Net Financing / 3table Funds 52.60 5543 50.47
Liquid Asset Raio 40.19 37.30 40.26
Outiook o Prefit Sharing D fferential 6.00 7.59 6.52
Foreign Currency Stable . Positve  Oct 04 Cost / Income 3890 3336 3470
Financial Strength “Stable - . - ROAA ) 1.38 2.04 1.50
*Not including inve stment risk fund
RATINGS DRIVERS
Supporting the Ratings :

s Strong liquidity, as is the case with the conventional Jordanian banks
« Dominant share of Islamic banking assets and customer deposits
« Comfortable capital adequacy

Constraining the Ratings

+ Probiem financings have increased, reflecting Jordan's ecor omic stowdown
«  Profitability is on a downward trend

s The challenging operating environment has heightened credit risks

RATING RATIONALE

Jordan Islamic Bank (JiB)} continues to control the lion's share o' Islamic banking assets, deposits and
capital within the Jordanian banking sector despite the entry of a number of GCC-based Islamic
institutions in recent years. The visibly slower economic growth in Jordan has heightened credit risks
in the local market and created a challenging operating environment. Notwithstanding the rise in JIB's
problem financings, the quality of the financing portfolio remains satisfactory, as evidenced by the
‘comparatively low ratio of non-performing financing facilities together with the good coverage provided
by financing-loss reserves and the investment risk fund. Razlatively iow-risk Murabaha facilities
dominated the financing portfolio. The Bank's liquidity position has consistently been strong, in
common with other Jordanian banks, reflecting the significant level of placements with the central
bank.

Profitability, however, declined significantly at both the net and operating profit levels, from a record
high in the previous year, due to lower net profit sharing ani non profit sharing income. These
“declines stemmed partly from a reduction in investment rever ue following a-fall in Jordan’s stock
market indices coupled with lower trading volumes. JIB's perfarmance as measured by the ROAA
ratio nonetheless remained satisfactory and was similar to the Jordanian industry average. Capital



adequacy continues to be comfortabie and was supported iy a reasonable rate of profit retention.
Capital Inteiligence (Cl) affirms the Bank's Foreign Currenc Long and Short-Term Ratings at ‘BB
and ‘B’ respectively. These ratings are constrained by Jordan's sovereign ratings.  Although the
Financia! Strength Rating (FSR) is maintained at 'BBB-', this rating could be adjusted downward in the
svent that asset quality and profitability indicators deteriorate to any significant degree. The Support
Level of '3" and ‘Stabte’ Outiook are affirmed. ‘

.BANK HISTORY AND OWNERSHIP

Jordan Islamic Bank (JIB) was estabiished in 1978 under a special decree. The Bank has an
established position in the Jordanian banking market, althougjh competition has intensified in recent
years. JIB is listed on the Amman Stock Exchange and 66% ¢f its capital is held by Bahrain based Al-
Baraka Banking Group (ABG). Four members of JIB's board, ncluding its chairman, are appointed by
ABG. The latter is owned by Jeddah based Dallah Al-Barala Group (DBG}. The Bank's principal
activities include the provision of demand and joint investment accounts (savings, fixed and notice
accounts) and specified investment accounts (depositors’ funds in fiduciary capacity managed without
recourse o the Bank). JIB undertakes financing and investme:nt through islamic modes of Murabaha
{cost plus profit margin), Mudaraba (the Bank shares profits as capital provider), Musharaka
{participation investment) and ljara (lease financing). JIB's nitwork of 57 branches, 12 cash offices
and 76 ATMs operate on an online real-time basis. The Bank cmployed 1,755 staff at end 2008.

DBG s one of the largest diversified business groups in Saudi Arabia founded in 19689 by Sheikh
Saleh Abdullah Kamel. With interests in over 300 companies {including 23 banks) and across 44
- countries, DBG has a workforce of over 60,000. The group’s investments exceed USD12 billion
covering three principal sectors: business, finance and media. DBG's banking arm, Al-Baraka
- Banking Group (ABG) holds a bank holding company licence ssued by the Central Bank of Bahrain.
The subsidiaries of ABG include AlBaraka !slamic Bank (Bahrain), Al Baraka (Tunisia), AlBaraka
Finance House (Turkey), AlBaraka Bank (Algeria), AlBaraka Eank {Lebanon), Al Baraka (Egypt) and
AlBaraka Bank (South Africa). In Syria the operation recently concluded a successful initial public
offering.

Current Business Model

The Bank's business model and strategies are to some exten: set by the parent ABG and therefore

represent a part of the wider ABG business medel and strategies. Currently, the principal activities of

JiB include the provision of demand and investment accounts; finance and investment on the basis of

Murabaha, Mudaraba, Musharaka and fjara. On the liahility side of the balance sheet, investment

{customer) accounts are managed on the basis of Mudarasa. The Bank operates through an

extensive branch network in Jordan. JIB's stated objective is ty reach all citizens who wish to deal in
compliance with the principles of Islamic Shari'a.

_ Principal Business Strategies

On the back of growing domestic demand for Islamic banking services, JIB seeks to further grow its
market share of deposits and financings in the local market through sustainable growth in commercial
and retail banking. To continue supporting its expansion stratagy, further investment is being made
towards improving delivery channels especially through an increase in the number of branches and
ATMs. While competition is expected to intensify over the near to medium term following the recent
market entry of a number of GCC-based Islamic banks, JIB should be well able to safeguard its
dominant market share.
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Operating Environment

The Jordanian banking system remains sound and has proven resilient to the global financial
crisis. The CBJ's prudent banking regulation and supervision, and banks' conservative funding
policies have guarded domestic banks from exposure to disbessed international banks, structured
products, and wholesale financial markets. Moreover, being a most exclusively focused on domestic
tending opportunities, the majority of Jordanian banks (aside fre m Arab Bank pic) carried little regional
credit exposures and were insulated from the credit problems seen among some of the Gulf
Cooperation Council {GCC) banks. In contrast to a few central banks in the GCC countries, the CBJ did
not need to inject liquidity or equity into Jordan’s banking system as international financial markets came
under savere pressure. Rather the Central Bank of Jordan (CEJ) took pre-emptive steps to maintain
confidence and support the domestic interbank money market :ollowing the onset of the global credit
crisis.

In October 2008, the CBJ announced a full guarantee of all bank deposits until end-2009 (since
extended until end-2010). Operations to soak up liquidity were also scaled back and banks' excess
reserves increased sharply. in late November 2008, policy interest rates were cut by 50 bps and the
reserve requirement by 100 bps. The deeper cuts by the U.S. Frderal Reserve, however, resuited in a
widening of the interest rate differential against the doilar—to which the Jordanian dinar is pegged.
With reserves continuing to build, headline inflation moderating rapidly, economic growth slowing and
hank credit deceterating, the CBJ cut rates by a further 50 bps in mid-March 2009 and a further 50bps
in mid-December 2009. The reserve requirement was reduced by another 100 bps at end-April 2009.

- The IMF’s recent concluding statement on Jordan in July 2010 noted that the country's real GDP

growth fell naticeably to 2)4 percent in 2009 from 74 percent in 2008 in the aftermath of the global
and regional economic downturn. This followed a decade of strong econormic growth. Headline
inflation declined steadily through 2009 to near zero, in line with lower world commodity prices,
although core infiation remained stable at around 3 percent year-on-year (y-o-y). Despite an
expected modest rebound in economic growth in 2010 to about 3% percent, output growth remains
-well below potential, the IMF added, refiecting slowly-recovering global and regional conditions.
Jordan's business cycle is closely linked to the economic recovery in GCC countries.

KEY FINANCIAL ISSUES
FINANCIAL PERFORMANCE
The financial statements of JIB have been Breakdown of Income & ROAA
prepared in accordance with the financial 100 7 JoD 2.04% [ 24%
accounting standards issued by the Accounting 80 - 50% AN - 2.0%
and Auditing Organisation for Istamic Financial 50 . z/ g:‘id F16%
Institutions (AAOIF1) and the Shari'a Rules and 1 104 B Nl
Principles as determined by the Bank's Shart’a 40 o 11 08
Board. The auditor's opinion is ungualified and w4l - o
disclosure standards in the audited financial _ : | 0s%
statements and notes improved significantly in 0 et - : 0.0%
_ the year under review. The auditors are Emst 2005 2007 2008 2009
. and Young {Jordan) and the local firm of Messrs C=INon Frofit Sharing ~ C=——-Net Profit Sharing
Ibrahim Alabbassi and Partners. —a- ROAZ

Net and operating profitability declined in 2009, After several years of steady growth in profitability,
JIB's net and operating profit both fell as a result of lower net profit sharing and non-profit sharing
income. Sustained expansion in the financing portfolio in previcus years had significantly contributed
to net profit growth. In 2008, the Bank’s net profit decreased by 21% to JOD28mn (USD39mn) from
JOD35mn a year earlier. This performance produced a lower R0AA ratio of 1.38% compared to a
record high 2.04% in 2008 (see adjoining chart).



The majority of banks in Jordan reported a fall in profitability in 2009 iargely due to stepped up
provisioning in the face of the economic slowdown. The lccal industry average ROAA declined to
1.2% in 2009. The Bank's return on average equity (ROAE) ratio decreased to 14.6% from 20.3% in
2008 and remained better than the reduced market average ¢f 8%.

Operating performance slipped. Although JiB’s totai operaiing costs grew at a very measured pace
in 2009, the visible decline in gross income led to a 18% fall in operating profit to JOD49mn
(USDB2mn). Measured to average total assets, operating profit stood at 2.43% compared to 3.5% in
2008. This measure of operating performance was slightly better than the industry average.

Net profit sharing income centracted. Income from ne: profit sharing decreased by 13% to
JODSYmn (USD83mn), from a record level in 2008, even though the financing book recorded a
moderate degree of expansion. This was largely due to a narrowing in the profit sharing differential to
6.00% in 2009 from 7.58% a year earlier. Although JI8's cost of funds rose slightly during 2009, a
larger reduction in the profit sharing on average earninis assets contributed to a noticeabie
contraction in the differential.

investment revenues slipped by a marginal 1.9% to JOD100rn while depositors’ share (i.e. return of
unrastricted investment accounts holders) increased by a sigr ificant 20.2% to JOD41mn. The Bank's
lower investment revenue in 2009 was attributed to a fall in Jordan’s stock market indices and low
trading volumes. JiB’s profit sharing differential noneiheless remained above that of conventional
banks’ reflecting the significant share of retail facilities (Murabaha) in the financing portfolio. Net profit
sharing contributed a steady three-fourths to gross income in ::009.

Most components of non profit sharing income decrcased. Fee and commission income
retreated by 11% to JOD10.6mn (USD15mn} in 2009 largely due to a halving in brokerage
commissions to JOD2.1mn. Most other constituents of fee ard commission income recorded positive
growth including salary transfer commissions of JOD2.7m1, account management comimissions
JOD1.2mn and lefters of guarantee commissions JOD1.5mn. Commissions from documentary credits
slipped to JODO40k reflecting the slowdown in trade finance activity in the country. Fee and
commission income remained the largest single contributor ty non profit sharing income accounting
for 50% of the total (2008: 53%).

ncome from trading securities returned to positive territory posting a gain of JOD2.6mn against a loss
‘of JOD2.9mn in 2008. The caption ‘other income’ nearly hilved to JOD6.3mn (USD9mn) in 2009
largely as a result of a significant decline in profits from Mugarada bonds. Credit cards income,
included under the item ‘other income’, grew by 20% to JOD1.6mn.

Due to a decrease in net profit sharing and non profit sharing ncome JIB's gross income declined by
11% to JODBOmMn (USD113mn) or 3.97% of average total assets (2008: 5.25%).

Good operating efficiency. JIB's operating expenses grew at a significantly lower rate of 3% to
JOD31mn {USD44mn) in 2009 reflecting tight cost control and to lesser extent lower business
volumes.  Tofal staff costs including other administrative e:penses grew by a marginal 2.6% to
JOD28.5mn. Given the decline in gross income however, JIE's cost to income ratio rose to 38.9%
from 33.3% in 2008. This measure of operating efficiency re mained favourable and better than the
45% average for the Jordanian banking sector.

Provisions set aside for financings and investments decreased by 2% to JOD9.9mn in 2009. This
charge depleted a slightly larger 20% of operating profit (2008: 17%) due o the reduction in the
Bank's operating profit. Going forward it is Cl's expectation that JIB's provision charges are iikely 1o
increase given the ongeing heightened credit risks and challengling operating environment.



BALANCE SHEET

Asset Quality

Financing expansion reined in due to Ass it Composition at end 2009
growing credit risks in the local market. _

JIB's asset mix shifted slightly in favour of Ung soted et Laud
liquid assets at the expense of higher yielding Inves ments 2% Assets

. X 1% .
financings and investments at end 2009 35%

reflecting the Bank's cautious stance as
Jordan's economy slowed noticeably. The
financing portfolio remained the largest asset
class as shown in the accompanying chart

{50% of the asset base compared to 37% five bt

years earlier). Measured in proportionate Financing Demoots
terms, JIB's financing book was similar to the 50% Merkatable 5%
_ sector average. Although financing expansion ' 5%

moderated in 2009, brisk growth in preceding
years has culminated in increased credit risk for the Bank. Tota assets grew by 18% to JOD2,183mn
{USD3.07 billion), ranking JIB fourth largest in terms of assets in the local market.

Murabaha receivables dominate the financing book. The net financing portfolio was composed of
principally Murabaha receivables (83%) and to a lesser extent Mudaraba and Musharaka financing.
_Murabaha financing represents sale contracts on deferred terms. In this context JIB arranges a
Murabaha transaction by buying a commodity and then selirg the same commodity with a profit
margin fo the beneficiary (Murabeh). The sale price, representing the sum of the cost and profit
margin, 15 repaid by the beneficiary in instaiments over the agrz2ed period. In the event of customer
default the Bank has the legal right to foreclose on the collateral

Ongoing increased credit risk in the local market. The net financing book reached JOD1,086mn
~{USD1.53 billion) led by an increase in Murabaha facilities (retz il and corporate) and ljara. Although

Jordan's economy continues to record positive growth, albeit at i visibly slower pace, credit risks have

risén in the local market and this could push up the Bank’s problem financings further over the near

term. In terms of remaining maturity as at end 2009, a major part of the financing book was short-
" term in tenor (less than one year).

Challenging conditions in the real estate sector. JIB's major business segments measured as a
proportion of total assets at end 2009 are as follows: treasury '40%), individuals (25%), commercial
enterprises (20%) and investments (15%).  Murabaha assets vrere concentrated in the trade sector
but this largely reflected the commerce-based nature of the Juordanian economy. The Bank's total
exposure to real estate (including ljara) remained significant at ©'0% and is carefully monitored as this
segment of economic activity has experienced cash flow problems. The real estate sector (including
housing) in Jordan has expanded noticeably over the recent past driven by strong demand from
domestic and regional investors. The CBJ has set the exposure limit to the construction sector at
20% of total customer deposits; JIB's actual exposure (including investments) was 14% of total
. customer deposits at end 2009.

Reasonably diversified investment portfolio. Within JiB’s total investments of JOD160mn at end
- 2009 (2008: JOD150mn), large categories were available for sale (AFS) securities composed of
mainty unquoted Mugarada {Revenue) bonds (JOD55mn), unquoted investments in real estate
(JODS6mN), quoted equities (Jordanian and regional), and investment in affiliates (JOD20mn).
investment in affiliates was stated at fair value and was mainly in listed companies operating in the
trade, investment and insurance sectors. Real estate investments are carried at fair value, with a
book wvaiue (cost) of JOD43.4mn at end 2009 (2008: JOD36.5mn). The Bank’s total investments
{including marketable securities) formed a relatively low 7.5% of total assets at end 2009. The
inv:estment portfolio includes the Bank's portion of the funds under management which are, in turn,
invested in real estate, securities, commercial Murabaha and lea sing transactions.



JIB's toial assets under management declined further to JOD288.4mn (USD406mn) at end 2009
These accounts are reporied off-baiance sheet and were in the form of mainly Mugarada bonds and
~ comprised investment in real estate, stocks, Murabaha financing and leasing.

Non-performing financings increased. JIB's non-

: , - NPFs and Reserves
performing financings (NPFs), calculated according

to the classification criteria of the Central Bank of ig ] 400mn aa [ O
Jordan (90 days past due), grew by 22% to s 164 - L 5%
JOD44mn (USD63mn) at end 2009. The majority of 5 | . 18% T
new NPFs originated in mainly the trade sector and 3, | o q.—’ - A%
reflected the challenging conditions in the tocal g _2_70{;/ | a0y
economy. By contrast in the previous year NPFs 55 |18
rose 12%. 15 47 : S %
10 - N (T
Measured as a percentage of gross financings, NPFs 5 4 '—l o 1%
formed a moderately higher 4.02% of gross ioans 0 L — 0%

(2008: 3.75%). Around one-half of problem accounts 2006 2007 2008 2009
were in the bad category and the remainder was split I=—=—3Non-Perioming Financings
between the doubtful and substandard categories. C==3 Financing-i.oss Reserves

—-4— NPFs/Gross Financings

Good coverage of NPF. The investment risk fund totaliing .OD20.7mn (USD28mn) as at end 2009,
(classified under the caption ‘other liabilities’ on appended balance sheet) comprises accumulated risk
provisions created out of realised net investment income. V/hen this balance is taken together with
financing-loss reserves of JOD20.8mn (USD29mn), the res:arve coverage ratio for total NPFs and
investments stood at a comfortable 93% at end 2009 {2008: 104%). Write-offs against the fund
require the approval of the Shari'a Supervisory Board.

Capitai Adequacy

Capital Composition & Adequacy Capital adequacy remained comfortably above the

204 - JODmn ‘ — [ 20% regulatory recjuirement. JIB's capital adequacy ratio,
16.2% 4599, calculated to Basel |l standards, rose slightly to
160 4 A——ieg 1372 [ 8% 14.47% at enc 2009 from 13.73% a year earlier (see
120 - A L 129 adjoining char:) as the rate of growth in regulatory
. capital outpac:d that of risk weighted assets. The
80. - - 8% latter rose by 5% to JOD1,208mn while the former
- - increased by 11% to JOD175mn.

40 , | 4% _

o o ! , ‘ o% The CBJ formally adopted the Basel il Accord on 1

January 2008. The Bank's risk asset ratio was slightly

2006 2007 2008 2009 above the Central Bank's minimum statutory
CITDReserves [T—JPaid Up Capital —-—CAR  requirement of 12%.

Paid up capital increased. A majority of banks in Jordan have steadily increased their paid-up
" capitat over the recent past in anticipation of a hike in CBJ's minimum paid up capital requirement to
- JOD100mn. JIB increased its patd up capital by JOD18.75r n (USD26mmn) for a third year in a row
through capitalising reserves (bonus share issue}. Total pad up capital thus reached JOD100mn
(USD141mn) at end 2009. Reduced net profit in 2009 in coribination with a higher dividend payout
however produced a measured 2.6% increase in the Bank's to'al capital to JOD184mn (USD273mn).

Although the balance sheet was satisfactorily capitalised at end 2009, going forward JIB could find its

" current asset growth rate constrained by the level of capital acequacy (Basel Il standards). 1t is likely
that the Bank may have to raise new capital to sustain the current pace of expansion and remain
comfortably capitalised.

Rate of internal capital generation slipped. JIB's rate of internal capital generatibn fell to 8% in
2008 from 14% in the previous year due to lower profitabilty together with the increase in cash
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dividends. The Bank paid JOD12mn in cash dividends to shareholders equating to a 43% dividend
payout ratio. {2008 22%). JIB's policy of transferring a considerabie share of net profit to reserves
has served to reinforce capital adequacy over the years.

Funding and Liguidity

Customer deposits are the largest source of Sourceseof Funds ;JODmn) i
funding. in common with the other Jordanian banks, 31 50 89 &1
JB's iiquidity rests on a sizeable pocal of stable 4
cusfomer deposits. The Bank's good deposit
mobilising capability is aided by a large nationwide
branch network and growing domestic demand for 1,285 1378|1582 1924
istamic banking services. Despite keen competition
from new entrants into the local market, JIB's total
customer liabilities grew further by 21.6% (2008: 15%) S X KX 57, 1288) (1947
to JOD1,923mn (USD2,709mn} in 2009 and funded a 2006 2007 2008 2009
.substantial 88% of the balance sheet (see adjoining Binterbank Liabilities WOther Liabilities

- charty. DCusiomer Deposits @Total Capital

Unrestricted investment accounis (URIA) dominated the customer deposit base. JIB's
unrestricted investment accounts grew by 26% to JOD1.255mn (USD1.8 bhillion) in 2009 and
remained the largest component of the customer deposit base contributing two-thirds to the totai. The
relatively cheap current deposits continued to grow steadil'' and made up 26% of total customer
deposits at end 2009 (2008. 28%). There was no undue funding concentration with respect to
customer deposits highlighting the retail nature of the client bese.

Jordanian banks as a group were not impacted by the global credit crisis underscoring their high
levels of liquidity and very little use of interbank or other types of wholesale funding. In contrast to a
few central banks in the Gulf Cooperation Council (GCC) countries, the CBJ did not need to inject
liguidity or equity into Jordan's banking system as internatior:at financial markets came under severe
pressure.  Rather the CBJ resorted to lowering its key policy rate and reserve requirement to
moderate the impact of the crisis on the domestic money market.

Liquidity . Strong liquicity ratios. In common with other
f‘?,gg ] 4Obmn ~ [ 80% Jordanian barks, JIB maintained a high level of
1fé00 | 50.5% g Lt 0% liquidity refleciing the comparatively low share of
1250 4 458 X financings in iotal assets. The Bank's key liquidity
1,000 A - - 40% ratios improvid at end 2009 from an already
750 R - comfortable lsvel as customer deposits growth
il I outpaced finansing expansion. The trend in prior years

250 4 o i : . . s .
o e et 4L g towards r}wocﬁ ‘ately tighter hgu;dlty reversed in 2009
. as a result of financing growth decelerating noticeably
?&Nefgﬁgmz‘m 2009 amid Jordan's slowing economy and weaker customer

=3 Customer Deposits demand.

The Bank's ratios of net financing to both total customer depsits and stable funds improved to 56%
“and 53% respectively at end 2009 (from 60% and 55% respectively a year earlier) as shown in the
chart above. These ratios were broadly in line with those ¢f the sector averages. JIB’s customer
deposit base continued to fund the financing portfolio, with cusistomer deposits exceeding net financing
by JOD837mn at end 2009 compared with JOD827mn in the preceding year. The trend towards
tigher liquidity is viewed positively by Cl given the heightenzd levels of credit risk in the Jordanian
‘economy. JIB’s liquid asset ratio, similarly, improved to 40% at end 2009 from 37% in the preceding
year as surplus funds were channelled into CBJ deposits.

Liguid assets dominated by CBJ placements. The bulk of JIB's liquidity continued to be placed in
deposits with the Central Bank at end 2009. CBJ balances :iccounted for over three-fourths of total
liquid asset holdings. A large proportion of these funds are p aced in non-remunerative deposits with



the central bank in the form of current accounts. Deposits with other hanks contributed 13% to total
liquid assets at year-end. The majority of bank deposits were placed with prime institutions in Europe,
the US and the GCC and the remainder with other Group banks.

The propoﬁion of assets maturing over the short term as at end 2009 deciined to 59% from 60% at

~end 2008 due to expansion in dated ljara assets. The tenor of total liabilities remained
overwhelmingly short term.

CURRENT YEAR UPDATE (H1 2010)

JiB's interim accounts for H1 2010 are designed to present an overview of the Bank's performance for
the pericd. The Bank does not produce notes for the interim financial statements. Net profit (after
tax) amounted to JOD15mn (USD21mn) in the first six months of 2010 compared to JOD21mn in the
same period in 2009, representing a 29% decline. The Ban<'s net profit sharing income recorded a
slight decrease during the period while non-profit sharing in:ome declined by 41% mainly due to a
significant fall in other income {Mugarada gains). Mast recurring income items recorded only a
modest decrease despite the economic slowdown. JIB’s annualised ROAA stood at 1.3% in H1 2010,

The asset base expanded by 7% during the first six months to JOD2.3 billion (USD3.3 billion) while
net financing rose by 6% led by an increase in Murabaha. Reflecting the economic siowdown in
Jordan, NPFs rose to constitute 5.7% of gross loans. Irmpairment provisions together with the
investment risk fund continued to provide a comfortable 93% coverage for NPFs. The Bank's capital
adequacy ratio remained satisfactory at 13.86% (Basel ll) at end-June 2010, Liguidity remained
strong with key ratios recording a slight improvement.

OUTLOOK

Despite the increased number of GCC-based Islamic banks o serating in the domestic tslamic banking
sector, JIB continues to control a substantial share of Shari'a compliant financing and deposits in
Jordan. This dominani market position is likely to remain tincontested over the foreseeable future
enabling the Bank to sustain its business expansion. The projected growth however could be
compromised by the need to maintain a sound capital adequacy ratio particularly in current domestic
economic conditions. Jordan's operating environment remais challenging due to slower economic
growth and heightened credit risks. Although Jordan’s rate of economic expansion is forecast to
increase modestly in 2011, ongoing credit risks couid produce a further increase in NPFs over the
near term necessitating stepped up provisioning levels, Nzt profitability could therefore continue
retreating as financing is restrained and higher provisions consume the Bank's operating profit.






JORDAN ISLAMIC BANK

. : JO10
[PERFORMANGE RATIOS
' External Audit AUD AUD AUD AUD
12/2009 1212008 1212007 1212006
A . SIZE FACTORS
. Total Assats (LUSD 000} 3.074,737 2,606,205 2,254,010 2,062 920
2. Tatal Capital (USD 000) e 273,111 266,474 222,004 187,602
B . ASSET QUALITY
3 . Total Assets Growth Rate (Year on Year %} 18.11 1566 9.27 8.96
4 . IFF! -Loss Reserve io Gross [FF1 (%) 1.88 1.55 1.52 1.10
5. Mon-Perdorming IFFi to Gross IFF} (%) 4.02 3.75 4.24 2.71
& IFFi-Loss Reserve to Non-Performing {FF1 (%) 46.76 41.29 35.95 40.46
7 . Unprovided Nan-Performing IFF! to Free Capital {%) 16.75 15.28 17.22 11.82
& . iFFi -Loss Provision Charge on Gross IFF1 (%) 0.90 1.05 (.98 0.98
¢ . Reserve for Dimin. of Investments tc Total Investments (%)
10 . Related Party Loans to Total Capital {%) :
11 Total Contingents on Total Assets (%) 5.49 6.04 5.84 508
C . CAPITAL ADEQUACY
12 | CI Risk Asset Ratio (%) 10.38 11.45 12.05 11.96
13 Estimated BIS Risk Asset Ratio (%) 12.88 13.88 14.26 14.42
14 . Estmated BIS RAR on Tier One Capital (%) 12.88 13.88 14.26 12.68
15 Actual Risk Asset Ratio to Local Standards {%) 14.47 13.73 15.69 16.17
i . internal Caprtat Generation (%) 8.10 14.47 10.47 13.11
17 . Votal Capital Growth Rate {Year on Year %) 2.60 20.07 18.34 56.45
18 . Total Capitai to Total Assets (%) 8.88 10.22 9.85 9.09
18 . Total Capital to Gross IFFI (%) 17.52 19.50 20.53 21.27
- 20 . Free Capital Funds (JOD 000) 141,288 139,785 120,885 100,323
© 21. Estimated BIS RAR Shortfall (JOD 000) 0 0 D 0
22 . Risk Weighted Assets on Total Foolings (%) 60.95 64.02 60.87 56.17
0. LIQUIDITY
23 . NetIFF!lo Total Deposits (%) 56.32 60.01 54.66 48.08
24 Net iFF! to Total Custormer Depaosits (%} 56.47 60.33 54.91 4927 ¢
25 . Net IFFi fo Stable Funds (%) 52.60 55.43 50.47 45.62
26 . Customer Deposits to Total Deposils (%) 99.73 - 99.46 99.55 97.61
27 . Liguid Asset Ratio (%) 40.1% 37.30 40.26 4551
28 . Quasi-Liguid Asset Ratic {%) 41.79 38.89 42.76 47.42
29 . FX Currency Assets to FX Currency Liabifities (%) 105.64 12141 117.61
30 . FX Curmency IFFi to FX Currency Deposits (%) 50.7% 21.01 270
31 . Interbank Assets to Interbank Liabilities (%) 2.043.68 1,318.00 1,659.88 408.00
32.. et interbank Assets (JOD 000) 101,033 103,932 96,666 95.129
E . PROFITABILITY
33 . Return on Average Assets (%) 1.38 2.04 1.50 1.10
34 . Retum on Average Equity (%) 14 .57 20.29 15.83 14.19
35 . Underlying Profits on Average Assets {%) 2.09 3.02 2.27 1.7%
36 . Underlying Profits on Average Equity (%) 22.05 30.08 23.90 22.99
37 . Funding Cost (%) 2.32 229 2.2 2.13
38 . Profit Sharing on Average Earning Assets (%) 8.32 9.87 8.74 7.75
39 . Profit Sharing Differential (%) 6.00 7.59 6.52 562
48 . Non-Profit Sharing income to Gross Income (%) 26.28 25.00 2843 30.21
- 41, Operating Expenses to Gross income (%) 38.90 33.36 34,70 40.38
42 . Operating Profit Growth Rate (%) -18.82 43.71 4211 6.85
43 . Dperating Profit on Average Assets (%) 2.43 3.50 2.74 2.10
44 Risk Provisioning Charge to Qperating Profit (%) 20.41 16.89 18.01 20.74
___ 45 . Dividend Payout Ratio (%) 4370 2220 28.28 0.00
RATES
Exchange Rate {Unils per USD} 0.7100 0.7092 0.7090 0.7090
tnflation Rate (%) -0.70 14.90 5.40 8,25
imputed Interest Rate on Free Capital {%) 475 6.25 7.00 7.50

__(Biscount Rate}




Ci

3ALANCE SHEET - ASRETS LiQD 500}

uiK - External Audit 12{2009 AUD AlD AUD ALY Grawth (%) Breakdown (%)
RGHT USD 040 1212009 1212048 12/2007 122005 122009 122008 122007 122006 422000 132008 1212087 1212008
LU ASSETS.
Qash & 7 Day 55,648 39.510 35,467 30,818 268,622 8.34 18.33 15.73 3780 1.81 197 1.93 a2
Centrat Gard: 4,030,821 731,741 540 565 509,720 513,003 35.37 8.05 085 5.20 3352 2325 3189 3508
Tromsury Bilis
Govarninent 3ecurites
Uther - Interoranch Bal
TOTAL LIQUID ASSETS 1,086,269 771,251 577,032 840,538 539.66 1 3366 6.75 016 741 35.33 31.22 33182 36.40
. DEPDSITS WiTH BARKS:
% Shoit- Upwe 1 Year 21,690 15,400 23,826 12,834 §1.7¢ 3 34,82 87.00 -79.55 14.26 a7 178 078 4.22
2% Shart - Foreign Banks : 127234 90,521 88.832 90,229 84,147 225 155 A0 66 B ] 418 481 585 4.39
190%  Non - OECD Medim Temm
TOTAL DEPQOSITS WITH BANKS 1486275 106,231 112 458 102, 883 125915 -5.54 §.33 -18.31 -23 70, 4.87 8.08 B 44 3.81
100% MARKETABLE SECURITTIES - 43,068 34,838 29.416 38,574 27 %3 18.43 -26.41 42.30 -69.89 160 1.59 250 1.91
’ IS FIN. FACILITIES & Ny,
2, Gov't Guarantend ) 1,136 J -100.00 - . oon 057 o.00
v Spectiad investments
il Sockal Financing {Card Al Hassan) 12175 8,644 11,194 7,326 2278 52.80 27.72 -5.86 044 061 346 0.4%
0% Mutsiaba Murabaha, Musharake 1,204,189 918,874 811,295 876,411 13268 1994 i6.70 2078 42.00 43 B9 42.32 3963
100 jiara 160,072 134,851 110.309 49,306 2234 12332 11491 206.68 6.18 5.97 208 157
1t NomFeroming IFF) 62,599 44,445 36,378 32 499 2218 1194 91.90 615 204 1.97 2903 .16
JET - Loss Rugerve -29.272 -20,783 -15.018 -11.685 35.28 28.53 70.53 -24.81 -0.85 -0.81 .73 047
; NET 5L FIN, FACILITIES & iNY 1,629,762 1.088.131 854,157 754 292 13.83 2638 22.10 2308 4475 51.62 47.24 42.28
L e UNQUOTED/QTHER INVESTMENTS 176,942 125,628 120,874 115,906 3.85 4.37 16.55 282 %8 575 6.54 7.25 630
. T100%  NOH-FINANCIAL SUBS & AFFILS 4 458 8,714 8,505 3,788 3.21 71.27 -59.32 5.97 0.31 0,35 0.24 Q.64
- FINANCIAL SUBS & AFFILIATES 18 486 13,126 14.820 10567 -11.44 40.25 2490 -46.87 060 0.80 0.85 0.58

{oboe,  FIAED ASSETS 28,172 32,782 27.879 22 155 17.59 25.84 4940 2581 1.50 1.51 1.38 i.01

i tomes  OFHER R58E1S 8 981 6,362 5.131 7341 23.99 -30.10 65041 19.07 0.28 4.28 0.45 1.27

i TOTAL ABSETS 3.074.737 2,183,063 1.848.372 1,698.135 18.11 1586 9.27 8.96]  100.00 100.00 100.00 100.00

: COMNNGENT ACCOUNTS: .

Fin. GteaiSLCs/Acceptences 116,207 82,507 82,292 58,792 43,319 0.26 19.97 35.53 2867 68.83 73.70 83.03 58 33
Bid & Performance Bands .

1 Ceifank & Govt Gusrantges 82,630 37,367 29,389 34,485 L3095 2723 1484 11.26 4.24 3147 26.30 2497 41.87
Bonaing for Banks & Goves

IR Swaps/Bank & Govt LCs

TOTAL CONTINGENMT ACCOUNTS 188,837 119,874 111,651 93,278 . 74.3. 4 7.36 19.71 25.42 1722 100.00 100.00 100.00 16G0.00

i TOTAL FGOTINGS 3243573 2,302,337 1,860,033 1,691.413 1,536.9: 4 17.48 15.85 10.05 33 - - - -

H MISKWEIGHTED ASSETS 1,977,018 1,403,683 1,254.719 1,029,520 863,2.0 11.87 21.87 19.26 18.00 - - - -

N IRLARCE SHEET - LIABILITIES LJOD 003}

N LISD 000 1212009 1212008 1272007 122016 1242008 1202008 122007 AZ/2006 122000 122008 122007 {22006

i MTERBANK LIABILITIES: .

- Zurrent & ¥ Day - Domestic Dep
Sheyrt - Foragn Dep [Demand) 7.321 5198 8,526 6,197 076 -39.03 37.58 -719.87 -35.48 024 0,46 032 2.10
e - Foreign Dap (Fiked)
- TOTAL INTERBANK LIABILITIES 7.321 5,188 8,526 6.197 ac7e -39.03 37.58 -79.87 -35.48 0.24 0.46 039 210

i EOETOMER DEPGSITS:

P Ciarent. agaounts 709,277 503,587 448,211 381,193 348,7. 5 12.35 17.58 19,80 546 2307 2425 2388 2108

. Jemant saving accounts 128,982 91,584 73,881 63.799 56,8! 8] 2379 15,98 1253 <o 4.20 4.00 5548 57.06

I Jerestricted lov. Accounts 1,767 407 1,254,859 982,589 887,455 634,51 7 2642 12.61 5.61 << 57.48 53.70 55.16 52.22

b iner - Cash Margme 103,376 73,387 66,831 48,599 45112 10.08 3723 7.75 261.86 336 381 3.04 3.08

I TOTAL CUSTOMER DEPQSITS 2,709.052 1.823.427 1,581 472 1.375.046 1.2551: 0 21.82 15.01 955 959 &8.11 85.56 86.04 85.81

V. JFFCIAL DEPRSTS ‘

g ?OTAL'DEPES?‘."S + INTERBANK 2,716,373 1.928 625 1,589,998 1,381,243 1,285,918 21.30 15.11 741 5.76 8834 86.02 86.43 37.92

i L OTHER UABILTIES 85252 60,525 88,385 53 487 43604 1276 1564 36.15 5.32 277 375 372 2.98

1 MEDIMLONG TERM LABILITIES '

i TIER TWO CAPETAL:

| st Revaiuahon Resarve Q [} 1503 - -1go.oe 172 0.00 o0 1.03

i Hybrid Copitsd Instrumants G 8} 0 - . - o400 i1yl [+ 0]

| Subcranated Temm Dabt [t} o o - - - 0.00 0.00 0.00

i TOTAL TIER TWO GARITAL 0 ] [i] 5] 15,03 - - +0000 372 0.00 0.00 600 103

U TIER ONE GAPITAL: )

U Pad Up Capital 140,845 100,000 81,250 65,000 64,19 23.08 25.00 1.34 6035 458 4.40 407 439
Mirtority Wteresis 845 600 574 448 Q 453 28.13 - . 0.03 0.02 203 0.09
Fagarvas 131,421 93,309 107,185 91,957 53,88 -12.93 16.54 70.80 83,12 427 5.80 575 3.88
FOTAL TIER LNE CAPTTAL 27311 193,309 188,989 157,405 117,97 2.60 20.07 33.42 8399 8.88 10.22 9.85 807

CTOTAL CAPITAL 273111 193,908 153.989 157 405 1330 O 2.60 20.07 18.34 56.45 688 10.22 .85 9.09
TOTAL LA LES AND CAPITAL 3874737 2,183.062 1,848.372 1,598 135 1,4626 0 1811 5.66 9.27 8.96 100.00 109.00 £006.00 160.00
PROFIT AND LOSS ACCOUNT {JOD 000) Growth (%} % of Average Total Assets

: USD 000 122008 1212008 1212007 12/2016 1202003 122008 122007 {22006 122009 1217008 12/2007 122006
5 invastment Revenues 140.596 99,823 101,750 75,476 61,114 -1.89 .81 23.36 14.59: 4.95 5.90 492 436
. Depositors' Share ) 57,500 -40,825 33,960 -28,534 28,514 20.21 14.99 10.81 16.36 -2.03 -1.97 -1.93 -1.90

. et Profd Sharmg H3.096 56,508 67,790 45942 34,50 -12.97 47.56 33.06 13.26 293 392 3.00 246

.. Fees and Commissions . 14,868 10,556 11.904 §.401 T2 -11.32 4119 7.82 -4.91 0.52 069 .55 0.56

| FX Trading tcame 2317 1,845 1,905 1.539 127 1385 2378 26 48 35,52 0.08 011 9140 9.09
{imaling Secuntias incone . 3613 2,565 -2.974 138 38 186.26 -2.255.07 -56.33 78.53 0.2 -017 001 0oz

. Cther Invastment fncoma [} o 0 - - 100.00 000 0.00 2.00

T ther nsome 8.828 65,268 11.764 8.173 569 -46.72 4384 45.45 4.08 0.31 068 0.53 0.40
g Profit Sharing incoms 29825 21,034 22.599 18.251 14,9 14 -5.893 23.82 2213 3.02 1.04 131 114 1.07
GROBS INCOME 112,721 80,032 90,389 64.193 49,4 '4] -11.46 40.81 2975 4.86 3.97 5.25 4.13 3.53
Adrninistrative Expenses 40,139 28,499 27,771 20868 | 17918 2.62 34.37 4.1 14.26) © 141 161 1.35 1.28

: Dgnracialicn 3275 2,325 173 1,435 131 3432 2083 4867 1.56 01z 010 .08 Q.10

T Oher Expensas 437 g 851 175 . 6§13 -52.38 272.00 -71.81 152,23 0.02 0.04 001 0.04

CCPERATING EXPENSES 43,851 31,134 30,153 22,278 19940 325 35.35 11.50 1524 .54 1.75 1.46 142

O DPERATING PROFIT 86 870 43,898 60,236 41915 2943 -18 82 43.71 4zt 885 243 3.50 274 210

- Piewistans for Dolbthul (FF -14,059 -9,982 -10.175 7,548 8,118 -1.90 34 40 7337 -23B1 -0.50 059 0.48 -0.44

" Prov. for Dirn. of Investments

. GROSS PRGFIT (o -LOSS} 54 811 38,918 50,061 34,367 2306 -22.258 45.67 47 02 18.88 153 2.81 225 167

L Exiracrdinary floms o 0 L] - - - 0.00 6.00 0.e

¢ Tax 4 Eguivaisnt ) 15 531 -11.097 -14.920 11,381 7905 -25.00 3110 4397 2052 055 087 074 -0.56

L ONEY PROFIT (o -LOES) 34,280 27.889 35,141 22.966 15471 2064 52.88 4857 18.21 138 204 1.50 110

i TranslersfAdiustments -15221 -10.807 4137 22 494 33,115 352,50 &1 .70 2ans 80 77 -0 54 024 147 238
APBROPRIATION: .

- Knoray lnierests a3 0 0 Q =] - . . - 0.00 0.00 0.0 G0

i Bonuz Shares |ssued 26,408 18,750 16,250 8671 24719 1538 1,787.34 -96 43 - 093 0.94 2.06 172
Taigends 17,166 12,188 7,800 5,500 ol 5626 2000 - 10000 0.50 045 0.42 2.00

v Mpvenend in Reserves -19.515 -13.856 15,208 38.119 244471 111 -60.10 3594 -16.88 053 088 2.49 174
TOTAL 24 058 17,082 39,258 45.430 4B.5 76 -56.49 -13.68 537 54.70 0.85 228 297 3.45

SORDAM [SLAMIC BANK



RATIO FORMULAE

“Size B actors

1. TOTAL ASBETS (USD 000}

2. TOTAL CAPITAL {USD 000)

‘B. Asset Guality Ratios

3 TOTAL ASSETS GROWTH RATE {YEAR ON YEAR %)

{CUFRENT YEAR TOTAL ASSETS - LAST YEAR TOTAEL ASSETS) X 100
LAST YEAR TOTAL ASSETS

4. LOAN-LOSS RESERVE TO GROSS LOANS (%)

LOAN-LOSS RESERVE X 100
GROSS LOANG

5 NON-PERFORMING LOANS TO GROSS LOANS (%)

NON-PERFORMING LOANS X 100
GROSS LOANS

8 LOAN-LOSS RESERVE TO NON-PERFORMING LOANS (%)

LOAN-LOSS RESERVE X 100
NON-PERFORMING LOANS

7. UNPROVIDED NON-PERFORMING LOANS TO FREE CAPITAL {%}

NON-PERFORMING LOANS - LOANLOSS RESERVE X 100
FREE CAPITAL ’

8. LOAN-LOSS PROVISION CHARGE ON GROSS LOANS (%)

PROVISIONS FOR DOUBTFUL DEBTS CHARGE X 100
GROSS LOANS

9. RESERVE FOR DIMINUTION OF INVESTMENTS TO TOTAL INVESTMENTS (%)

RESERVE FOR DIMINUTION OF INVESTMENTS X 100
TOTAL INVESTMENTS

10 RELATED PARTY LOANS TO TOTAL CAPITAL (%)

RELATED PARTY LOANS X 160
TIER ONE + TIER TWO CAPITAL

1. TOTAL CONTINGENTS ON TOTAL ASSETS (%)

TOTAL CONTINGENTS X 100

Gapital Adequacy Ratios

TOTAL ASSETS

12 CF RISK ASSET RATIO (%)

FREE CAPITAL FUNDS X 100
RIS WEIGHTED ASSETS - NON-FINANCIAL SUBS. - FIXED ASSETS

13. ESTIMATED RIS RISK ASSET RATIO (%)

{JOTAL CAPITAL - FINANCIAL SUBSIDIARIES) X 100
RISK WEIGHTED ASSETS

14. ESTIMATED BiS RAR OGN TIER ONE CAPITAL (%)

TIER ONE GAPITAL - FINANCIAL SUBSIDIARIES X 100
RISK WEIGHTED ASSETS

15. ACTUAL RISK ASSET RATIO TO LOCAL STANDARDS (%)

F;S REPORTED BY LOCAL CENTRAL OR COMMERCIAL BANKS

16 INTERNAL CAPITAL GENERATION (%).

(NET PROFIT - DIVIDENDS -EXTRACRDINARY ITEMS) X 100
TIER ONE CAPITAL

17 TOTAL CAPITAL GROWTH RATE (YEAR ON YEAR %}

CUFRENT YEAR TOTAL CAPITAL - LAST YEAR TOTAL CAPITAL) X 100
LAST YEAR TOTAL CAPITAL

18 TOTAL CAPITAL TO TOTAL ASSETS (%)

TOTAL CAPITAL X 100
TOTAL ASSETS

18. TOTAL CAPITAL TC GROSS LOANS (%)

TOTAL CAPITAL X 100
GROSS LOANS

20. FREE CAPITAL FUNDS (LOCAL CURRENCY)

TOTAL C/PITAL - FINANCIAL & NON FINANCIAL SUBSIDIARIES - FIXED ASSETS

ra -
phrd

ESTMATED BIS RAR SHORTFALL {(LOCAL CURRENCY)

IF BIS RISK ASSET RATIO IS LESS THAN 8%
{0.08 X RISK WEIGHTED ASSETS) -
(TOTAL CAPITAL - FINANCIAL SUBSICIARIES)

. RISK WEIGHTED ASSETS ON TOTAL FOOTINGS (%)

RISK WEIGHTED ASSETS X 160

lquld = Ratlos =

TOTAL FOOTINGS

28 NET LOANS TO TOTAL DEPOSITS (%)

NET LOANS X 100
TOTA| CUSTOMER DEPQSITS & INTERBANK

24. NET LOANS TO TOTAL CUSTOMER DEPOSITS (%)

NET LOANS X 100
TOTAL CUSTOMER DEPOSITS

26 NET LOANS TO STABLE FUNDS (%)

NET LOANS X 100
STABLE FUNDS

26: CUSTOMER DEPOSITE TQ TOTAL DEPOSITS (%}

TOTAL CUSTOMER DEPCSITS X 100
TOTAL DEPOSITS & INTERBANK

- 27. LIQUID ASSET RATIO (%}

{TOTAL LIQUID ASSETS + TOTAL DEPOSITS WITH BANKS) X 100
TOTAL ASSETS

28. QUASHLIQUID ASSET RATID (%}

QUASI-LIQUID ASSETS X 100
TOTAL ASBETS

- 29. FOREIGN CURRENCY ASSETS TO FOREIGN CURRENCY LIABILITIES (%)

FOREIGN CURRENCY ASSETS X 100
FOREIGN CURRENCY LIABILITIES

30. FOREIGN CURRENCY LOANS TO FOREIGN CURRENCY DEPOSITS (%)

FOREIGN CURRENCY | OANS X 160
FORE GN CURRENCY BORROWINGS + FOREIGN CURRENCY DERPOSITS

3

—_

. INTERBANK ASSETS TO INTERBANK LIABILITIES (%)

TOTAL DEPQEITS WITH BANKS X 160
TOTAL INTERBANK LIABILITIES

32 NET INTERBANK ASSETS (LOCAL CURRENCY)

TOTAL DEPOSITS WITH BANKS - TOTAL INTERBANK LIABILITIES




Ci

‘£ Profitability Ratios

32 RETURN ON AVERAGE ASSETS {%)

NEY PROFIT tor LOSS) X 100
AVERAGE TOTAL ASSETS

34, RETURN ON AVERAGE ROQUITY (%)

NET PROFIT (or LOSS) X 100
AVERAGL TIER ONE CAPITAL +AVERAGE REVALUATION RESERVE

25 UNDERLYING PROFITS ON AVERAGE ASSETS (%}

[OPERATING PROFIT - INTEREST ON AVERAGE FREE CAPITAL) X 100
AVERAGE TOTAL ASSETS

36. UNDERLYING PROFITS ON AVERAGE EQUITY (%)

{OPERATING PROFIT - INTEREST ON AVERAGE FREE CAPITALS X 1060
AVERAGE: TIER ONE CAPITAL + AVERAGE REVALUATION RESERVE

37. FUNDING COST (%}

INTEREST EXPENSE X 100
AVERAGE TCTAL DEPOSITS & iINTERBANK+AVERAGE MEDIUM/LONG TERM
LIABILITI Z3+AVERAGE HYBRID CAPITAL INSTRUMENTS+AVERAGE
SUBORDINATED TERM DEBT

38 INTEREST ON AVERAGE EARNING ASSETS (%)

INTEREST INCOME X 100
AVERAGE ZASH & 7 DAY+AVERAGE T-BILLS+AVERAGE GOVERNMENT
SECURITIES+AVERAGE OTHER LIQUID ASSETS+AVERAGE TOTAL DEPOSITS
WITH BANKS +AVERAGE MARKETABLE SECURITIES+AVERAGE NET LOANS

39 INTEREST DiFFERENTIAL (%)

INTEREST 1IN AVERAGE EARNING ASSETS (%) - FUNDING COSY (%)

40, NON-INTEREST INCOME TO GROSS INCOME {%)

{GROSS INCOME - NET INTEREST) X 100
GROSS INCOME

41, OPERATING EXPENSES TO GROSS INCOME (%)

OPERATING EXPENSES X 100
GROSS INCOME

42 TPERATING PROFIT GROWTH RATE (YEAR ON YEAR %)

{CURRENT YE \R QPERATING PROFIT - LAST YEAR OPERATING PROFIT) X 100
LAST YEAR OPERATING PROFIT

43. OPERATING PROFIT ON AVERAGE ASSETS (%)

OPERATING PROFIT X 100
AVERAGE TOTAL ASSETS

44. RISK PROVISIONING CHARGE TO OPERATING PROFIT (%)

PROV, CH; RGE FOR DOUBTFUL DEBTS & DIM. OF INVESTMENTS X 100
CPERATING PRGFIT

45, DIVIDEND PAYOUT RATIO (%}

DIVIDENDS X 100

Definitions

NET PROFIT (or LOSS)

FREE CAPITAL:-
STABLE FUNDS:-

QUAS! LIQIAD ASSETS:-

TOTAL INVESTMENTS.:-

RISK WEIGHTED ASSETS:-

GROSS LOANS:-

EQUITY:-

FREE CAPITAL FUNDS - TIER TWO CAPITAL

TOTAL. CUSTCMER DEPOSITS + OFFICIAL DEPQSITS + MEDIUM/LONG
TERM LIABILITIES + FREE CAPITAL FUNDS.

TOTAL LIQUIC ASSETS + TOTAL DEPOSITS WITH BANKS + MARKETABLE
SECURITIES.

MARKETABLE SECURITIES + UNQUOTED INVESTMENTS +
NON-FINANCEAL SUBSIDIARIES & AFFILIATES +

FINANCIAL SL BSIDIARIES & AFFILIATES.

WEIGHTED TOTAL OF ASSETS APPLYING THE FOLLOWING
PERCENTAGE S:-

100% Non-OECD medium term deposits, marketable securities, bills
disuounted & shori term ioans, medium/long term loans, other loans,
nor -performing loans, loan-Hoss prowvisions, unquoted invesiments,
nor -financial subsidiaries & affiliates, fixed assets, other assets,
fini ncial guarantees / standby LCs / acceptances.

50% Fir:t mortgage ‘oans, bid & performance bonds.

20% Gorernment securities, other liquid assets, up to 1 vear deposits with
baiks, short/other deposits with banks, government guaranteed /
col ateralised ioans, L.Cs / bank & government guarantees.

10% T-E #lls, bonding for banks & governments.

5% Intirest rate swaps/bank & government L.Cs.

GOVERNMENT GUARANTEED, FIRST MORTGAGE LOANS, BILLS DISC &
SHORT TERNM, MEDIUM/LONG TERM LOANS, OTHER LOANS, NON-
PERFORMINC: LOANS.

TIER ONE CA TAL + ASSET REVALUATION RESERVE




RATINGS DEFINITIONS

Foreign and Local Currency Ratings

Fareign currency ratings refer to an entity’'s ability and villingness to meet its foreign currency
denominated financial obligations as they come due. Foreign currency ratings take into account
the likelihood of a government imposing restrictions on the conversion of local currency to foreign
currency or on the transfer of foreign currency to residents and non-residents.

tocal currency ratings for non-sovereign issuers are an opinion of an entity's ability and
willingness to meet all of its financial obligations on a timzly basis, regardiess of the currency in
which those obligations are denominated and absent trar sfer and convertibility restrictions. Both
foreign currency and local cutrency ratings are internationally comparable assessments.

Foreign and iocal currency ratings take into account the e:onomic, financial and country risks that
may affect creditworthiness as well as the likelihood that ar entity would receive external support in
the event of financial difficulties.

Ratings assigned to banks and corporates are generally not higher than the local and foreign
currency ratings assigned by C! to the reievant sovereign gavernment. However, it may be possible
for an issuer with particular strengths and attributes such as inherent financial strength,
geographically diversified cash fiow, substantial foreign assets, and guaranteed external support, fo
be rated above the sovereign.

. The following rating scaie applies to both foreign currency &ind local currency ratings. Short-term
ratings assess the time period up to one year.

Long-Term Issuer Ratings

Investment Grade

AAA  The highest credit quality. Exceptional capacity for timely fulfilment of financial obligations
and most uniikely to be affected by any foreseezble adversity. Extremely strong financial
condition and very positive non-financial factors,

AA Very high credit quality. Very strong capacity for timely fulfilment of financial obligations.
Unlikely to have repayment problems over the lorig term and unquestioned over the short
and medium terms. Adverse changes in business, economic and financial conditions are
uniikely to affect the institution significantly.

A High credit quality. Strong capacity for timely fulfi ment of financial obiigations. Possesses
many favourable credit characteristics but may be slightly vuinerable fo adverse changes in
business, economic and financial conditions.

BBB Good credit quaiity. Satisfactory capacity for tmely fulfiiment of financial obligations.
Acceptable credit characteristics but some vulnerability to adverse changes in business,
economic and financial conditions. Medium grade credit characteristics and the lowest
investment grade category.

Speculative Grade
BB Speculative credit quality. Capacity for timely fulfiiment of financial obligations is vulnerable
to adverse changes in internal or exiernal circuristances. Financial andfor non-financial

factors do not provide significant safeguard ani the possibility of investment risk may
develop. '
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B Significant credit risk. Capacity for timely fulfiiment of financial obligations is very
vuinerabie to adverse changes in internal or external circumstances. Financial and/or non-
financial factors provide weak protection; high probabilit /7 for investment risk exists.

C Substantial credit risk is apparent and the likelihooil of default is high. Considerable
unceriainty as to the timely repayment of financiai ob igations. Credit is of poor standing
with financial and/or non-financial factors providing little protection.

RS Reguiatory supervision. The obiigor is under the regu atory supervision of the authorities
' due to its weak financia! condition. The likelihood of default is extremely high without
continued external support.
5D Selective default. The obligor has failed to service one or more financial obligations but
' C! believes that the default will be restricted in scop2 and that the obligor will continue
honouring other financial commitments in a timely manner.

D The obligor has defaulted on all, or nearly all, of its financial obligations.

' Short-Term Issuer Ratings
Investment Grade
Al Superior credit quality. Highest capacity for timely repayment of short-term financial
' abligations that is extremely unlikely to be affected by unexpected adversities. Institutions
with a particularly strong credit profile have a “+" affixe/ to the rating.

A2 Very strong capacity for timely repayment but may be affected slightly by unexpected
adversities.

A3 Strong capacity for timely repayment that may be affected by unexpected adversities,

Speculative Grade

B Adeguate capacity for tmely repayment that could he seriously affected by unexpected
adversities.

C Inadequate capacity for timely repayment if unexpect:d adversities are encountered in the
short term,

RS Regulatory supervision, The obligor is under the reculatory supervision of the authorities

due to its weak financial condition. The likelihood of default is extremely high without
continued external support,

sD Selective default. The obligor has failed to service .3ne or more financial obligations but
Cl believes that the default will be restricted in scope and that the obligor will continue
honouring other financial commitments in a timely manner.

D The obiigor has defaulted on all, or nearly all, of its financia! obligations.
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Capital intelligence appends "+" and "-" signs to foreign and local currency long term ratings in
the categories from "AA" to "C" to indicate that the strength of a particular bank is, respectively,
slightly greater or less than that of similarly rated peers. Rating symbols written in lower case
{e.g. aaalal) indicate that the issuer has not participated n the rating process and Cl has relied
on publicly available information and other information sou.ces it considers reliable.

Outlook — expectations of improvement, no change or deterioration in a rating over the 12
months following its publication are denoted Positive, Stab e or Negative.

Financial Strength Ratings

Cl's financial strength ratings provide an opinion of a bank's inherent financial strength, soundness
and risk profile. These ratings do not address sovereign risk factors, including transfer risk, which
may affect an institution’s capacity to honour its financinl obligations, be they local or foreign
currency. Financial strength ratings also exclude support factors, which are addressed by foreign
and local currency ratings, as well as CI's support ratings However, financial strength ratings do
take into account the bank’s operating environment inciuding the economy, the structure, strength
and stability of the financial system, the legal system, arnd the quality of banking regulation and
supervision. Financial strength ratings do not assess the likelihood that specific obligations will be
rapaid in a timely manner.

The foliowing rating scale applies to the financial strength riting.

AAA  Financially in extremely strong condition with positive financial trends; significant strengths
in other non-financial areas. Operating environmen: likely to be highly attractive and stable.

AA Financially in very strong condition and significant strengths in other non-financial areas.
Operating environment likely to be very attractive and stable.

A Strong financial fundamentals and very favourable: non-financial considerations. Operating
gnvironment may be unstable but institution's market position and/or financial strength
more than compensate.

B8BB  Basically sound overall, slight weaknesses in finacial or other factors could be remedied
fairly easily. May be limited by unstable operating nvironment.

BB One or two significant weaknesses in the bank’s “inancial makeup could cause problems.
May be characterised by a limited franchise; othe: factors may not be sufficient to avoid a

need for some degree of temporary extemnal support in cases of extraordinary adversity.
Unstable operating environment likely.

B Fundamental weaknesses are present in the bank's financial condition or trends, and other
factors are unlikely to provide strong protection from unexpected adversities; in such an
event, the need for external support is likely. Baik may be constrained by weak markat
position andfor volatile operating environment.

C in a very weak financial condition, either with immediate problems or with limited capacity to
withstand adversities. May be operating in a highly volatile operating environment.

D Extremely weak financial condition and may be in :an untenable position.
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Capital intelligence appends "+" and "-" signs to financial strerigth ratings in the categories from
"AA" to "C" to indicate that the strength of a particular institutior: is, respectively, slightly greater or
iess than that of similarly rated peers. Rating symbols written in lower case (e.g. aaa/al) indicate
that the issuer has not participated in the rating process and ‘Il has refied on pubiicly availahle
information and other information sources it considers reliable.

Outlook — expectations of improvement, no change or deterioration in a rating over the 12
months following its publication are denoted Positive, Stable or Negative.

Support Ratings

Cl's support ratings assess the likelinood that, in the event o’ difficulties, a bank would receive
sufficient financial assistance from the government or privat: owners to enabie it to continue
meeting its financial obligations in a timely manner. Support ratings complement Cl's financial
strength ratings which, in effect, indicate the likelihood tha: a bank will fail due to inherent
financial weaknesses andfor an unstable operating envirorment and therefore may require
exiernal support to aveoid defaulting on its obligations. Neither financial strength ratings or support
ratings take account of transfer and convertibility risks assoziated with sovereign events. The
overall creditworthiness of an institution and default risk is captured by Cl's foreign currency
ratings. Foreign currency ratings take into account all factors affecting the likelihood of repayment
including inherent financial strength, external support, the ope-ating environment, and sovereign-
refated risks.

Although subjective, support ratings are based on a thorough assessment of a bank's ownership,
market position and importance within the sector and economy, as well as the country’s
regulatory and supervisory framework and the credit standing of potential supporters.

The following rating scale applies to support ratings.

1. Tne likelihood of a bank receiving suppaort in the event ¢f difficulties is extremely high. The
characteristics of a bank with this support rating may include strong government ownership
and/or clear legal guarantees on the part of the state. The bank may also be of such
importance o the national economy that state interventior is virtually assured. The ability and
willingness of potential supporters to provide sufficient and imely support is extremely strong.

2. . The likelihood of support is very high. The ability and willingnaess of potential supporters to
provide sufficient and timely support is very strong.

3. The likelihood of support is high. The ability and willingness of potential supporters to provide
sufficient and timely support is strong. '

4. The likelihcod of support is moderate. There is some uncertainty about the ability and
willingness of potential supporters to provide sufficient and timely assistance.

5. The likelihood of support is low. There is considerabl2 uncertainty about the ability and
willingness of patential supporters to provide sufficient and timely assistance.
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