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ABU DHABI COMMERCIAL BANK PJSC REPORTS
FULL YEAR PRO FORMA NET PROFIT OF AED 5.244 BILLION
RECOMMENDS CASH DIVIDEND OF AED 0.38 PER SHARE*
EQUIVALENT TO 50% OF PRO FORMA NET PROFIT

Abu Dhabi Commercial Bank PJSC (“ADCB” or the “Bank”) reported its full-year financial results for 2019 (“FY’19”).
The results below are based on the full-year pro forma financial statements for the combined entity, following the
merger between ADCB and Union National Bank (UNB), and the subsequent acquisition of Al Hilal Bank on 1 May
2019.

Q4’19/FY’19 financial highlights

Year on year trend Quarterly trend

Change % Q4’19 Change %
Income statement highlights (AED mn) 2019 2018 YoY Q4'19 Q3'19 Q4'18 QoQ YoY
Total net interest and Islamic financing income 10,452 11,098 (6) 2,711 2,522 2,766 7 (2)
Non-interest income 2,760 2,687 3 583 749 444 (22) 31
Operating income 13,212 13,786 (4) 3,293 3,272 3,210 1 3
Operating expenses’ (5,235) (5,126) 2 (1,285) (1,279) (1,314) 0 (2)
Operating profit before impairment allowances 7,977 8,660 (8) 2,008 1,993 1,896 1 6
Impairment allowances (2,655) (2,436) 9 (909) (572) (616) 59 48
Share in profit/(loss) of associate 23 (6) NM 10 2 3 NM NM
G oy e s awy e 0 e @ @ w
Net profit for the period 5,244 6,126 (14) 1,048 1,413 1,244 (26) (16)

Change%
Balance sheet highlights (AED mn) Dec’19 Sep'19 Dec'18 QoQ YoY
Total assets 405,135 406,916 423,419 0 (4)
Net loans and advances 250,017 249,530 260,340 0 (4)
Deposits from customers 262,094 262,533 285,417 0 (8)
Ratios (%) Dec’19 Sep’19 Dec’18 bps bps
CAR (Capital adequacy ratio — Basel IlI) 16.89 16.57 17.74 32 (85)
CET1 (Common equity tier 1) ratio 13.53 13.19 13.85 34 (32)
Loan to deposit ratio 95.4 95.0 91.2 40 420
Figures may not add up due to rounding differences
Key indicators (FY’19)
Net profit Return on average tangible equity Return on average assets Basic earnings per share
(AED billion) (ROATE %)’ (ROAA %)° (EPS — AED)

5.244 11.2 1.18 0.70

*Subject to approval by shareholders at the Annual General Meeting

' Operating expenses include non-recurring expenses pertaining to integration-related costs of AED 129 million in Q4’19, AED 107 million in Q3’19, AED 72 million in
Q2’19, AED 38 million in Q1’19, and AED 46 million in Q4’18

2 For ROATE/ROAA calculations, net profit attributable to equity shareholders is considered, i.e., net profit after deducting interest expense on Tier | capital notes
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The Board of Directors has recommended a cash dividend of AED 0.38 per share, translating to a pay out of AED 2.644
billion, equivalent to 50% of pro forma net profit.

Solid return on average tangible equity, improving cost of funds and net interest margin in Q4’19

» The Bank reported Q4’19 net profit of AED 1.048 billion and full year group net profit at AED 5.244 billion, with a
double-digit annualised return on tangible equity of 11.2%. Full year net profit before one-off integration costs
was 9% lower at AED 5.590 billion amid a soft operating environment, with improvements in operating expenses
and higher non-interest income offset by higher cost of funds and impairment charges. The one-off increase in
Q4’19 impairment charges was primarily on account of a true-up on retail impairments post acquisition date
after apportioning into fair value adjustments and impairment charges.

» The Bank benefited from a 41 basis point decrease in its cost of funds from Q1’19 to 2.20% in Q4’19. This
improvement was primarily on account of the Bank’s strategy to grow CASA deposits and exit expensive time
deposits, as well as declining benchmark rates. Consequently, net interest margin widened sequentially to 3.04%
in Q4’19 from 2.78% in Q3’19, while net interest income increased by 7% on a quarterly basis to AED 2.711
billion in Q4'19.

» Despite this improvement in the second half of 2019, cost of funds for the full year was higher than in 2018, due
to higher volumes of deposits and higher benchmark rates in Q1'19 compared to Q2’19. This resulted in a 6%
decrease in net interest income to AED 10.452 billion in 2019.
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»  Full year non-interest income of AED 2.760 billion was up 3% year on year, largely due to a narrower revaluation
loss on investment properties over 2018. Net fees and commission income was 4% lower at AED 1.996 billion,
primarily attributable to lower loan processing fees. Trading income also decreased due to lower gains from
foreign exchange and securities trading.

Merger benefits materialising through sustainable reduction of cost base, Q4’19 cost to income ratio
improved 440 basis points year on year

> Q4’19 results reflect the positive impact of the merger, with synergies and greater efficiencies resulting in a
year-on-year decrease in operating expenses and a rise in operating profit. Operating expenses for Q4’19 were
2% lower year on year at AED 1.285 billion, and 9% lower when excluding one-off integration related costs.
Q4’19 cost to income ratio, excluding integration-related costs, stood at 35.1% compared to 39.5% in Q4’18, an
improvement of 440 basis points. Q4’19 operating profit before impairment allowances increased by 6% to AED
2.008 billion year on year, and was up 10% when excluding integration-related costs.
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» In October 2019, the Group made an upward revision of run-rate synergy targets to AED 840 million, from the
initial assessment of AED 615 million. The Bank has realised synergies of AED 350 million to date, while
integration costs, at AED 346 million to date, are in line with the planned one-off integration expenditure of AED
980 million.

Cost to income ratio
excluding integration-related costs

______________

r------{ -440 bps F------ 1.
95% '

| 35i% 35.1%
Q4’18 Q3’19 Q4’19

Resilient balance sheet, significant increase in low-cost CASA deposits

» The Group’s balance sheet remains strong, with total assets standing at AED 405 billion as at 31 December 2019.
Following the merger with Union National Bank and acquisition of Al Hilal Bank, the Bank is continuing with a

comprehensive purchase price allocation (PPA) process, which is expected to be completed by the first quarter
of 2020.

» Net loans to customers were at AED 250 billion, a decline of 4% from 31 December 2018, mainly on account of a
rise in corporate repayments and fair value adjustments. Total customer deposits decreased 8% to AED 262
billion, driven by the Bank’s strategic decision to exit expensive time deposits. Year on year, time deposits
decreased by 16% to AED 160 billion, while CASA balances increased by AED 7 billion (8%) to AED 102 billion.
CASA deposits comprised 39% of total customer deposits compared to 33.1% as at 31 December 2018.

» As at 31 December 2019, the non-performing loan ratio (NPL) was 3.16%, while NPL ratio including net POCI
(purchase or originated credit impaired) assets stood at 4.53%. Total impairment allowances were AED 10.464
billion, while the provision coverage ratio improved to 123.2%* from 112.7% at the prior year end. Non-
performing loans declined to AED 8.491 billion and net POCI assets (loans only) were AED 3.710 billion. As at 31
December 2019, cost of risk was 0.80%, compared to 0.74% a year earlier.

NPL ratio Provision coverage ratio Cost of risk
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* Includes fair value adjustments on loans and advances of AED 3.2bn for computing coverage ratio



ADCED

Robust liquidity position, capital ratios comfortably above the minimum regulatory requirements

» The Bank continues to maintain a comfortable liquidity position, with a liquidity coverage ratio of 127.3%,
compared to a minimum ratio of 100% prescribed by the UAE Central Bank. The liquidity ratio was 26.1% and the
Bank was a net lender of AED 10 billion in the interbank markets.

» The Bank remains well capitalised with a Basel Il capital adequacy ratio (CAR) of 16.89% and a common equity
tier 1 (CET1) ratio of 13.53%, comfortably above the minimum capital requirements of 13.50% and 10.00%
respectively as prescribed by the UAE Central Bank (including buffers).
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