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ARAB BANK (SWITZERLAND) LTD.
SUMMARIZED CONSOLIDATED FINANCIAL
STATEMENTS AT DECEMBER 31, 2018
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Head Office Ganeva Branch Zurich Subsldlary - Lebanoa Affillate - Oman
110-12 Place te Longemaﬂe Nuschelerstrassa 1 Arab Bank (Switznﬂand} Lebanon S.AL. Ubhar Capltal SA0C
P.0.Bax 3575 B P.0. Box.1065 Aflenby Strest, Block 25° .0, Box 1137
cH=1211 Genava3 CH-B00} Zurich| Belrut, Lebanon. 111 Muscat,
Phone: +4'| 22715 121 Phone: +4144'26571 11/ Phona: +9611399 366 Sultanam ofOman
Fax «‘41 !2 7'!5;13 ‘l‘l ‘Fax: +41 §4' 2657330 Phone: +963 24754 72 ]
Swift: ARBSCHZZ |

Arab Bank (Switzerland) Ltd. is an independent company founded in 1962 according to Swiss law, specialized in asset management and investment
counselling for a sophisticated clientele, in addition to trade finance activities.

The Bank alsc cperates via its subsidiary Arab Bank (Switzerland) Lebanon S.A.L, and via its affiliate Ubhar Capital SAOC in Oman. Together with Arab
Bank {(Switzerland) Ltd,, these entities form the Arab Bank (Switzerland) Group. Arab Bank (Switzerland) Ltd. is a sister company of Arab Bank Pic,,
Amman (Jordan), a leading financial institution, which has a wide network in the Arab world and major financial centres.

DIRECTORS’ REPORT

2018 will he remembered as a turning peint in ecanomic activity. Sustained
growth was replaced by a global downturn, particularly prongunced in
Europe and Asia. The Federal Reserve continued to raise the target rate
and the US-China trade war became a major focus in the 4th quarter, which
can be indicative of a shift away from olobalization. Investors have grown
accustomed to the fact that political turbulence - with its strong influence
on markets - is the new normal. Brexit, and its still-uncertain outcome,
is a perfect Hlustration of this new paradigm, as is the U5 government
shutdown. Indeed, there are many signs that higher volatility is here to
stay across all asset classes. As with every paradigm shift, however, we
believe it's important to look at the positives and, going forward, to seize
the many investment opportunities that will emerge.

Our Wealth Management business line delivered robust growth thanks to
service model enhancements and a more focused approach to improving
client service. Our Investment Advisory team was strengthened through
the addition of seasoned, dedicated specialists, which enabled us to reach
out to our clients in a more optimized and structured way. Thase Initiatives
have transiated into +CHF 250 million net new money bringing our Assels
under Management to CHF 3'825 million.

Commodities Trade Finance pursued the development of its Energy, Me-
tals and Agri commuadities portfolios as per the MENA strategic plans, by
expanding its ctient base and diversifying both its geographical scope
and product offering. CTF teams have been marketing a wide range of
trade finance products and services, optimizing delivery and execution,
enabling ocur bank to keep an edge over competition while simultaneously
maintaining a strong risk contro! framework.

With higher US interest rates, a higher dollar, a number of
emerging market currency crises, and a spike in volatility
at the end of 2018, the Treasury department has been able

Private Banking and Treasury have strongly increased their activity vo-
lumes and their profitability over 2018.

The negative interest rates applied by the SNB on deposits held with them
had a major impact on our net interest income which ended at CHF 17.4
miflion in 2018 (CHF 21.1 millien in 2017).

The result from commissions and service fees increased by 5 % to reach
CHF 29.3 million, mostly attributable to the trade finance and private
banking activities. The results from trading operations increased by 80%

Tihe heavy extra costs incurred due to new requirements and regulations
have been mitigated by very strong cost controls which led to an operating
expense total of CHF 47.3 million. The cost/income ratio dropped from
74% to 59%.

Consolidated Balance Sheet and Off-Balance Sheet

The total consolidated Balance Sheet amounted to CHF 3.9 billion at the
end of 2018. The consolidated balance sheet is very liguid as the Bank has
maintained an average deposit with the Swiss National Bank of around
CHF 1.0 billion over the course of the year.

Loans te customers were at CHF 1’291 million and mortgages at
CHF 81 million.

Assets under Management amounted to CHF 3.8 billion as of 31"
December, 2018.

CONSOLIDATED FINANCIAL HIGHLIGHTS

to take advantage of fluctuations in currencies to generate CHF MILLION 2018 2017 Variance %

more alpha for our portfolios. We have continued to mo- Bal Sheat

dernize and optimize our service offering, with the launch e

of our X platferm on the Ipad. We also have further stren- Balance sheet total 3857 3454 403 12

gthened our expertise in complex OTC options structures. Amounts due from customers 1291 1059 232 22

L . Trading portfalio and financial investments 451 436 15 3

We would like to thank all our customers for their longs- e ; fit distributi 560 536 4 7

tanding trust and business. We will continue to make every arehoiders equity (befare profit distribution)

effort to satisfy our customers in the years ahead through Income Statement

the Strategic C_ievelopmel‘lts inour pipeline. We would also Results from interest Qpera[[ons 17 21 -4 -19

like to takg this opportunity to thank our shareholders for Resuits from commissions from business and services 29 28 1 4

their continuous support as well as all our colleagues for -

their hard work, dedication, and commitment to delivering Netincome from trading operations 33 18 15 83

results. Gther results from ordinary activities -0.3 «1 07 -70
Operating expenses =47  -48 2 -4

COMMENTS ON CONSOLIDATED PROFIT AND Gross Profit hES LI S e

LOSS STATEMENT AND BALANCE SHEET Depreciation, provisions, vaiue adjustments and losses -4 9 -13 =144
Operating result 28 26 2 ]

Consolidated Income Statement .

) Net extracrdinary results and change In reserves

The_ consolidated net Incorne_ ncreased from CHF 1f1.1 for gen;,af ban,:,‘,’,; risks pasHessis 2 -3 5 -167

million in 2017 to CHF 17.1 million in 2018 (+21%). Despite Taxes 13 g 7 a4

the fact that the Bank is facing a challenging global en- axe

vironment and increasing competition for MENA clients, Consolidated profit for the petlod i7 14 3 z1

the three business lines, Commodity and Trade Finance,

1/ ARAB BAMK (SWITZERLAND) LTD SUMMARIZED CONSOLIDATED FINANCIAL STATEMENTS AT DECEMBER 31,2018



CONSOLIDATED BALANCE SHEET
AND OFF-BALANCE SHEET TRANSACTIONS

AT DECEMBER 31, 2018

CHF 2018 2017 VARIANCE
Assetls

Liquid assets 1045 352 898 805832 016 239550 882
Amounts due from banks B27 781 846 906 318 055 - 78 536 209
Amounts due from customers 1290923 804 1058729 822 232193982
Mortgage loans 81433213 B6 581105 -5147892
Trading portfolio 22364155 27720 280 -5356125
Positive replacement values of derivatives 20 158 437 9747 872 10 410 565
Financial investments - 428203 328 408 280 953 19922375
Accrued income and prepaid expenses 53809330 48386 801 5422 529
Participations 50 006 184 65934 156 -15927 972
Tangible fixed assets 32097 586 33784737 -1687151
Other assets 5309113 2296299 3012814
Total assets 3 857 465 894 3453612 096 403 B57 798
Total subordinated claims 123613774 122 376 679 1237 095
Of which with conversion obligation and /or debt waiver 0 (1] 0
Liabilities ;

Amounts due to banks 2139 575735 1659777878 479797 857
Amounts due to customers 1072 306 983 1159 918 379 -87611396
Negative replacement values of derivatives 22 553144 15541 065 7012079
Accrued expenses and deferred income 55 033 707 50434 223 4599484
Other liabilities 1226 063 772 491 453572
Provisions e 6754 224 31333337 -24 579113
Reserves for general banking risks 98613 361 B4446048 14167313
Share capital 26 700 000 26 700 000 o
Reserves from capital contribution 0 7 309 950 -7 309950
Retalned earnings I 416 772125 402632781 14139344
Reserves for currency translation 814 939 606 600 208339
Consolidated profit for the period 17119613 14139 344 2980269
Total liabilities 3857465824 3453 612 096 403 857 798
Off-balance sheet transactions

Contingent liabilities o 395 855 453 306 476 809 89375644
Irrevocable commitments 73419744 80808 094 -73B8350
Credit commitments 4727624 21 715 658 -16 988 034
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CONSOLIDATED INCOME STATEMENT

AT DECEMBER 31, 2018

CHF 2018 2017 VARIANCE
Results from interest operations:
interest and discount income B e 43589934 30 382906 13 207 028
Interest and dividend income from trading portfolioc 355455 266 045 89 410
Interest and dividend income from financial investments 8 469 787 7245155 1224632
interest expense -34 342 689 -16 680 988 -17 661701
Gross results from interest operations 18 072 487 21213118 -3140 631
Change in value adjustments due to daefauit risk as well as losses
from interest operations - 703969 -110 804 - 583 165
Subtotal net results from interest operations 17368518 21102 314 -3733796
Results from commissions from business and services:
Commission income from securities trading and investment activities 14 523 240 13 266 712 1256 528
Commission income from lending activities ol - 15567 817 14 539 817 1028 000
Commission income from other services Bl 852335 1002 009 -49 674
Commission expense _ I S -1711409 -96371S ~ -747694
Subtotal results from commissions fram business and services 259331983 27844823 1487160
Netincome fram trading operations 33229595 18503732 14725863
Other results from ardinary activities:
Results from the sale of financial investments ) 0 -9801 9801
_Income from participations FONN—. . e - 872999 -1438 889 565 890
_of which participations valued according to the equity method - 872399 -1438 859 565 890
Results from reafestate b = 483830 578 585 -94755
Other ordinary income S = g == 60 088 1314 58774
Otherordinaryexpenses -7681 0 -7681
Subtotal other results from ordinary activities - 336762 ~B868 791 532029
Total income 79593 334 66 582 078 13011256
Operating expenses:
Personnel expenses S -31610133 -32114925 504792
General and administrative expenses . -15704 517 -17 236 272 1531755
Subtotal operating expenses - 47 314 650 - 49 351 197 2036547
Gross profit 32278684 17 230 881 15 047 BO3
Value adjustments on participations
as well as depreciation on tangible fixed assets -16 936574 -2022035 -14 914 539
Changes in provisions and other value adjustments as well as losses 12911 440 11148032 1763 408
Operating result 28253 550 26356878 1896 672
Extraordinary income 15870 369 510 971 15 359 398
Extraordinary expenses - 60000 -1358 -58 642
Change in reserves for general banking risks -14167 313 -4 064 414 -10102 899
Taxes -12776 993 -8662 733 -4 114 260
Consalidated profit for the perio 17 115613 14 139 344 2 980 269
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ALLOCATION OF EARNINGS

CHF 2018 207 VARIANCE
Profit for the period 17119 613 14 508 488 2611125
Profit brought forward 118034 609 546 - 491512
Profit brought forward at the end of the period 17 237 647 15118 034 2118613
The Board of Directors proposes:

Distribution of dividends 11246 396 7 309 950 3936446
Dissolution of legal reserves from capital contribution 0 -7 309 950 7309950
Allocation to voluntary retained earnings 5500000 15000000 -9500000
Surplus allocated to profit brought forward 491251 118 034 - LEYAY
As stated above 17237 647 19118 034 2119613
Upon acceptance of this propasal, the dividend

wilt be paid as follows:

To the shareholders registered in the share book

at March 27, 2019, per share of CHF 0.75 031591 0.20534 0.11057
Less 35% Swiss withholding tax -0.11057 0.00000 -0.11057
Net per share 0.20534 0.20534 0.00000

REPORT OF THE AUDITOR

ON SUMMARIZED CONSOLIDATED FINANCIAL
STATEMENTS AT DECEMBER 31, 2018

The summarized consolidated financial statements of Arab Bank
(Switzerland} Ltd. were derived from the accompanying consoli-
dated financial statements of Arab Bank (Switzerland) Ltd., which
comprise the consolidated balance sheet, the consclidated income
statement, the consolidated cash flows statement and the notes for

the year ended December 31, 2018,

The accompanying consolidated financial statements of Arab Bank
(Switzerland) Ltd. have been audited in accordance with Swiss
Law and Swiss Auditing Standards, by the statutory auditor Ernst

& Young SA.

in the report dated February 21%, 2019, an unqualified opinion
was expressed on the consolidated financial statements of
Arab Bank (Switzerland) Ltd.

For a better understanding of the financial position and the re-
sults of operations of Arab Bank (Switzerland) Ltd., as well as the
scope of the audit, the summarized consolidated financial state-
ments should be read in conjunction with the consolidated financial
statements and the audit report thereon.

(The complete Annual Report for the business year 2018 can be downloaded from the Bank's website: www.arabbank.ch)
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