BOARD OF DIRECTORS REPORT

In the name of Allah, the Most Beneficent. Prayers and Peace be upon the last Apostle and Messenger,
His Comrades and Relatives.

On behalf of the Board of Directors of Bahrain Islamic Bank (BisB), | am pleased to present the Annual
Integrated Report and audited Financial Statements for BisB for the year ended 31 December 2022.

The focus of the 2022 Annual Integrated Report is on ‘encapsulating a sustainable banking approach’ that
illustrates the continued success of BisB's multi-year strategic journey that began in 2020. During the year
under review, with improving macroeconomic conditions, BisB delivered strong results thanks to a
determined focus on improving operational efficiencies, diversifying our customer base and strengthening
our balance sheet.

As we enter 2023, we can say with confidence that the Bank continues to respond effectively to its
challenges and is poised for continued growth, measured by its financial and Environmental, Social, and
Governance (ESG) metrics. Importantly, the Bank is consistently focused on improving its competitiveness
and ensuring it generates sustainable value to all stakeholders.

Performance

The support offered by the Bahraini government in the last 2 years in response to the pandemic brought
considerable relief to individuals, households, small businesses and larger companies. However, as the
economy dynamically recovered and as we transitioned to the post-COVID new norm, businesses are
grappling with having to go back to servicing their debt and ensuring they maintain a competitive edge to
reposition themselves on a sustainable growth path. This will undoubtedly create challenges for the Bank
in relation to its financing portfolio which it will need to manage with prudence.

We are pleased with the strong results this year that were driven by significantly enhanced asset quality
and better balancing of our portfolio, BisB’s net profit amounted to BD 12.6 million, an increase of more
than 100% compared to 2021. This result was due to a significant decrease in impairment allowance and
other provisions along with an increase in income from financing.

The Bank’s total assets amounted to BD 1.36 billion, increasing by 3% over the last year. In addition, total
Islamic financing increased by BD 43 million to BD 910 million, which is a rise of 5% year-on-year. Similarly,
BisB achieved solid annualized returns whereby the return on average equity was 9.6%, compared to 5.5%
in 2021 and return on average assets ratio closed the year at 0.9% compared to 0.5% for the previous
year.

Profit income growth has witnessed a turnaround as the year progressed and the business momentum
reflected positively on the Bank’s performance. Furthermore, non-funded income rose by more than 16%,
which reflects the Bank’s goal of diversification of revenue streams. Lastly, impairment allowance and
other provisions has significantly decreased by 40% compared to 2021.




Looking Ahead

2023 presents its own challenges that | am certain we will navigate successfully and overcome. There is a
current global rising interest rates’ trend which will increase the Bank’s cost of funding and may affect
economic growth. As such we will need to ensure we maintain a prudent approach to financing. More
specifically we will be focusing on four major themes contributing to our evolution:

1. Harnessing further opportunities from digitalization

2. Maintain the focus on the robust governance structure and risk management framework we have in
place

3. Diversify our revenue stream and client base, and always aim for customer service excellence
4. Further embed ESG and climate-specific considerations into our operation

The Bank’s strategy will be largely unchanged, the Board and executive management will ensure that its
implementation rigorously focuses on the impact of these four themes for a stronger tomorrow.

The Bahraini Government has developed a new national economic and fiscal balance plan. This is expected
to vitalize the economy including capturing over $30 billion of investment in strategic projects and
creating new industrial investment areas across the Kingdom. Furthermore, the government has further
refined the plan to incorporate an additional pillar that focuses on attracting investments totaling $2.5
billion by the end of 2023 into the Kingdom of Bahrain.

BisB as a leading Islamic bank along with other financial institutions, will stand to play a vital role whereby
we will focus on enabling the government’s plan and vision through encouraging international investors,
and local corporations to realize their growth aspirations via BisB’s dynamic solutions and services.
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