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Foreword / Disclaimer FABA(

First Abu Dhabi Bank

Welcome to our Q1’2018 chart book for the GCC fixed income market. The idea is very simple — to give those of
you who follow this market a quick snapshot of some of the key points in terms of the following:

» Primary Market issuance in the first quarter of 2018 and the overall trend
» Relative value analysis and developments in the GCC bond market
» Secondary Market performance of key instruments (snapshot from 29th December 2017 to 6th April 2018)

We have deliberately made the report text-light in an attempt to make it easier to digest. Hopefully you will find it
both interesting and useful.

Please click to view our recent publications on MENA and Global Markets

DISCLAIMER: The information contained herein has been prepared by First Abu Dhabi Bank P.J.S.C (“FAB”). FAB relies on
information obtained from sources believed to be reliable but does not guarantee its accuracy or completeness.

This presentation has been prepared for information purposes only and is not and does not form part of any offer for sale or solicitation
of any offer to subscribe for or purchase or sell any securities nor shall it or any part of it form the basis of or be relied on in connection
with any contract or commitment whatsoever.

Some of the information in this presentation may contain projections or other forward-looking statements regarding future events or the
future financial performance of FAB. These forward-looking statements include all matters that are not historical facts. The inclusion of
such forward-looking information shall not be regarded as a representation by FAB or any other person that the objectives or plans of
FAB will be achieved. FAB undertakes no obligation to publicly update or publicly revise any forward-looking statement, whether as a
result of new information, future events or otherwise.


https://www.nbad.com/en-ns/insight-and-features/mena-and-global-markets.html

A busy first quarter for GCC bonds & sukuk primary market FABA(
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In the analysis below we have considered major hard currency ($/€/£/A$) bonds and sukuk issuances from the six nations in
the GCC. This includes both fixed and floating rate issuances of $100m or above and maturity of 1-year or above.
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The momentum seems to be continuing in Q2 with the BIG KSA deal
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$11bn already raised in April and New Issue pipeline appears strong

< 35 1 > On top the $11bn KSA issued on 10t
= April, we have Sharjah Islamic Bank,
5 307 DAMAC Properties and Qatar likely to
3 KSA $11b [erigts issue papers this week. Noor Bank
= 25 and Omantel also meeting investors
20 | for dollar bond issues
» Kuwait may also come with a US$
15 Q1’18 bond deal. It; parliament in January
approved a bill that allows the govt.
10 - $22bn to issue bonds of up to 30-year tenor
» Other GCC Sovereigns/GREs could
57 also tap the market before Ramadan
0 | starts (around mid-May)

Saudi Arabia’s yield curve
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Saudi Arabia’s $11bn bond deal on 10th April was another milestone

KSA acted swiftly to price the deal in a single day

window without having a roadshow and still managed
to attract an orderbook as big as $50bn, which in turn
helped the sovereign to print the deal substantially
inside the initial guidance.

T+235 bps

-25 bps

T+210 bps

T+170 bps

-30 bps
=== |nitial Price Thoughts

—@==[inal Pricing
T+140 bps

New 30Y $3.5bn
Bond 04/49

New 7Y $4.5bn
Bond 04/25

New 12Y $3bn
Bond 04/30

Issuers' ability to stand
ready and make swift,
prudent and efficient

capital market
transactions

KSA'’s latest deal, in our opinion,
is atestimony to some of the
major positive aspects that the
GCC Eurobond market
showcase at the moment:

Diversified investor
base bringing in better
liquidity and pricing in
the secondary market

GCC credit market is now
more attractive for
participants — e.g. — more
Asian lead banks / investors
are now participating in GCC
deals along with the regular
European and US names

Increased interest of global
investors in solid GCC
credits and they seem ready
to buy the credit risk at a
short notice.

The $50bn orderbook
indeed says it all!

Source: FAB/Bloomberg



The Kingdom’s local sukuk market also gaining traction FAB(
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Saudi Arabia’s Ministry of Finance on 15t April announced that it has received approval from the Capital Market Authority to list
and trade Saudi Riyal bonds and sukuk on the Saudi Stock Exchange (Tadawul). The listing came into effect on 8" April.

¥

What does it mean for Saudi Arabia and its investors?

Increased transparency Wider and diversified Less pressure on Saudi

from govt; Investors get investor base & liquidity: banking sector, so far Increase the Central
better disclosure; Help Retail, Institutional, the main subscriber to Bank’s policy flexibility
growing the SAR market Local, International govt. riyal debt

Saudi Arabia’s fiscal mandate for 2018, and current position More policy flexibility through issuing local sukuk?
After raising 27 billion of US$ debt this year ($11bn = 3-month interbank rate (Sibor) in Saudi Arabia is moving faster this
through bonds and $16bn through loans), Saudi Arabia year and indeed surpassed the US$ Libor. As a result, SAMA had to
may focus on issuing riyal sukuk on a monthly basis, as intervene and raise rates in March, ahead of Fed hike, to keep the Sibor

the authorities aim to do. attractive and curb any potential capital flight outside the country.

= Additional local sukuk issuance by the government will remove some

Projected To be funded Debt raised liquidity from the local banks and help to push the Sibor higher.
budget deficit from debt as so far
per 2018 -
budget plan Riyal sukuk 3M Sibor ,/"\\ 2.40 0.60
could be used to 3M USS Lib 1 \‘2_20 0.50
bridge this gap tbor | b 00 0.40
! - 0.30
Riyal sukuk $5b Nt 0.20
160 ,7~, 010
Intl bond $11b 1.40 \0.00
\

1.20 e Spread (Sibor - Eibor) A Y /010
1.00 N=7 020

Intl loan $16b NSNS R8RS R R R I

5% 535225288588 5 2353988388883

<=~»-,"" 2 n 0 z0nuLz=< <=5 20 O Z0- L=<
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Source: Saudi Arabia’s Ministry of Finance/FAB/Bloomberg



GCC issuers are also tapping CNY, CHF & JPY markets
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GCC issuers have increased their funding diversification efforts in the current rising rates environment. As short-term (1-5
year) US$ rates squeezed higher, issuers — mainly banks — increased their short-term funding via other popular currencies.
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In Q1’2018 GCC borrowers raised circa
$2bn worth of Eurobonds in currency
other than $/€/£/A$ - a record high indeed

Panda bonds (CNY bonds issued by non-
Chinese issuers) and bonds in CHF were
the most favoured funding method

FY 2010 FY 2011

Source: FAB/Bloomberg

FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 Q12018

Total Eurobond issuance in currency other than $/€/£/A%$

315m
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153m FAB

217m ADCB

304m ENBD
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$767m

S—

- Qatari
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Investors demand for GCC credits appear healthy, although investors
are paying more attention to credit quality and pricing
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» Investors demand for GCC credits
appears healthy and issuers’ appetite
for funding is also robust as long-term
US$ rates market still attractive for
them. The Fed also appeared less-
hawkish in its March FOMC meeting.

» The primary Eurobond market is still
favourable for solid GCC credits, mainly
due to the risk-reward they offer relative
to their global peers. This is indeed one
of the primary reason why international
investor base for high quality GCC
issuers has more than doubled in past
2-3 years an now account upward of
50% of most transactions.

» However, we also observed that
investors have become more price
conscious and want to be compensated
for holding such risk in arising rates
environment. This is evidenced by
certain transactions in Q1’18 that
perhaps didn’t meet the issuer’s
somewhat aggressive pricing
aspiration.

» For lower rated GCC credits, markets
are becoming more challenging as
investors demand a higher premium for
such credit risk. Furthermore, regional
and global geopolitics are adding to
this issue.

Source: FAB/Bloomberg

Order Book and Issue size of some of the Sov deals this year

KSA’s (A1/A-/A+)
3-tranche bond deal

Orderbook (Oversubscription)

Deal size: $11bn ~$50bn (4.5%)

Most of the Saudi bond allocation
was said to be gone outside of GCC
Sharjah’s (A3/BBB+/NA) $1bn  $2.4bn

$1bn 7.5Y sukuk :

Oman’s (Baa3/BB/BBB-) [ e RSNt

~$15bn (2.3x)
3-tranche bond deal

Bahrain’s sovereign deals in 2017 & 2018

| | ' Sept-2017 Mar-2018
f‘/ Aiming to issue Aiming to issue

What the Sov said @ @ @ @ @ @

in its roadshow? Sukuk  Bond Bond Sukuk  Bond Bond
Outcome? @ @ @ @
Sukuk Bond Bond Sukuk

Total amount
raised?

Orderbook Size?
7.5Y Sukuk Final
pricing yield?

7.5Y Sukuk IPT
tightened by (bps)?



GCC sovereign bonds vs EM peers — 10Y relative value FAB(
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10Y Sov bonds relative value - YTM (%) vs Composite Rating*
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* Notes: Yields as on 6-Apr-2018; Composite rating - please refer Appendix for definition and calculation method; Dubai is not rated by any rating agency and we have assigned a proxy rating of
‘BBB+’ based on its fundamentals with a relative comparison to DEWA (BBB+) & Emirate of Sharjah (BBB+); Source: Bloomberg/FAB



GCC sovereign bonds vs EM peers — 30Y relative value FAB(
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30Y Sov bonds relative value - YTM (%) vs Composite Rating*
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‘BBB+’ based on its fundamentals with a relative comparison to DEWA (BBB+) & Emirate of Sharjah (BBB+); Source: Bloomberg/FAB



GCC sovereign credit ratings & CDS spreads versus peers
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1

300
) Bahrain ¢
280 The chart shows that Gulf sovereigns are rated favourably as
compared to many of their peers from the EMEA region. Argentina —4p
260 ’
Indeed Abu Dhabi and Kuwait have maintained their AA Egypt
240 ratings from all major rating agencies amid a persistent low oil
price environment. The ratings of these sovereigns underpin
220 the fact that they have substantial reserves and a range of
tools available to them to deal with the new normal of oil price
and other geopolitical threats.
200 € Turkey
o 180
Q.
= € Brazil
%)
2 160
@)
140
120 € Russia
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100 Kingdom of Saudi Arabia ’ 4 indonesia
Qatar 4 Dubai*
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' € Malaysia 4 india
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‘— Hong Kong
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0
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Notes: * X-axis represents the composite rating (please refer Appendix for calculation method); Dubai is not rated by any rating agency and we have assigned a proxy rating of ‘BBB+’ based on
its fundamentals with a relative comparison to DEWA (BBB+) & Emirate of Sharjah (BBB+). The ratings have been arranged from higher to lower starting from ‘AA’, followed by ‘AA-" and so on;
CDS levels are for 6-Apr-18 & in basis points; Source: Bloomberg/FAB
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GCC sovereign curves FAB
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Note: The ratings mentioned here are composite credit rating for each issuer. Please see appendix for the methodology of calculating composite credit rating; * Dubai is not rated by any rating agency and we

have assigned a proxy rating of ‘BBB+’ based on its fundamentals with a relative comparison to DEWA (BBB+) and Emirate of Sharjah (BBB+) & ; Source: Bloomberg/FAB



GCC spread performance summary
Top 10/ bottom 10 bond/sukuk performers (z-spread, bps) in each category from 29t Dec 2017 to 6™ Apr 2018
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BHRAIN 6.875 25 (S)
*5/4/18

DUGB 5.25 43
BHRAIN 6 44
BHRAIN 7.5 47
BHRAIN 5.875 21
QATAR 3.241 23 (S)
ADGB 2.125 21
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DUGB 5 29 (S)

DUGB 5.591 21 PUTA

Sovereigns

EBIUH 6.375 Jr Sub
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Financials
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Corporates

-300
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INTPET 5.875 21 €

MAFUAE 5.5 Jr Sub PERP Nxt
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INTPET 5 20
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JAFZSK 7 19 (S)
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0
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-300

Notes: (1) We have used a list of GCC public debt which are maturing in 2019 or beyond; (2) (S) in the ticker indicates Sukuk; (3) All bonds/sukuks are $ denominated unless any other currency is
highlighted in the ticker. (3) All bonds/sukuks are senior unsecured debt unless an abbreviation for the debt type is highlighted in the ticker — e.g. — “Unsec” = Unsecured debt junior to Senior
Unsecured debt; ; “Sub” = Subordinated; “Sr Sub” = Senior Subordinated; “Jr Sub” = Junior Subordinated; “Perp” = Perpetual; Callable, Puttable and Sinkable highlighted as “Call”, “Puta”, &
“Sink” respectively; (4) * highlights spread change from the 1st settlement date of the bond as it was issued in 2018; Source: FAB/Bloomberg
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GCC'’s major primary deals in Q1’2018 and their performance

Secondary market performance since issue (change in z-spread and cash price since issue till 06-Apr-18)
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Cash price change

Bond/Sukuk (Pricing date in dd/mm)

Z-spread change (in bps)
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Notes: (S) in the ticker indicates Sukuk; All bonds/sukuks are US$ senior unsecured debt of the issuer unless an abbreviation for the debt type is highlighted — e.g — “Unsec” = Unsecured debt; “Sub” =
Subordinated; “Sr Sub” = Senior Subordinated; “Jr Sub” = Junior Subordinated; “Perp” = Perpetual; Callable, Puttable and Sinkable highlighted as “Call”, “Puta”, & “Sink” respectively; Source: Bloomberg/FAB




Sovereigns spread performance — Abu Dhabi FAB(
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Sovereigns spread performance — Kuwait FAB(
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Sovereigns spread performance — Qatar FAB(
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» As mentioned in above slides, we have used “composite ratings” for the credit quality analysis — i.e. the average of the

ratings assigned by three leading rating agencies Moody’s, S&P and Fitch — in order to provide a more representative
view of the credit strength of each bank.

» The composite rating is calculated as follows:

* A score is assigned to the rating from each rating agency: AAA or equivalent being the best with a score of “17,
followed by AA+ or equivalent as “2”, AA or equivalent as “3”, AA- or equivalent as “4” and so on;

* For example FAB is rated Aa3/AA-/AA- by Moody’s/S&P/Fitch. So the scores are 4/4/4;
* Hence the average of the scores is “4” which indicates a composite rating of “AA-" for FAB;

* In case the average score is not an absolute number — e.g. 4.33 (average of 4, 5, & 4 ) — the final score is derived by
rounding off the average score to the nearest whole number. In this case “4”.

Source: Bloomberg/FAB
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